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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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IS  AN  HONEST  DAY'S  WORK 
FOR  AN  HONEST  DAY'S  RVY 
I  OLD-FASHIONED  ATTITUDE? 


Not  in  Georgia. 

In  our  smaller  towns,  you'll  find 
people  who  are  eager  to  work.  People 
who  value  good  jobs.  Manpower  is 
one  of  our  State's  greatest  assets. 
With  a  trainable  labor  force  esti- 
mated at  100,000  strong,  Georgia  has 
undertaken  one  of  the  most  aggressive 
educational  programs  in  the  nation. 
And  to  attract  the  industries  we 
need,  we  train  your  employees  for 
you.  Free. 

It's  called  our  Quick  Start  Program. 
Totally  state  supported,  it  utilizes  the 
resources  at  vocational-technical 
schools  near  your  new  plant. 

Our  industrial  specialists  coor- 
dinate pre-employment  training  with 
your  plant  opening.  And  continue 
with  on-the-job  training  as  long  as 
necessary. 

What  other  advantages  are  in 
Georgia's  smaller  towns?  Conser- 
vative government.  Favorable  tax  pol- 
icies. And  access  to  your  market. 
In  Georgia's  smaller  tovms,  you'll 
make  a  good  living,  and  enjoy  living— 
close  to  cultural  centers,  big-league 
cities,  and  year  'round  recreation  and 
entertainment. 

Mail  the  coupon  today  for  more 
detailed  information  on  Georgia's 
smaller  towns.  We're  ready  to  go  to 
work  for  you. 

GEORGIA 

GOOD  FOR  BUSINESS.  GOOD  FOR  PEOPLE. 


Georgia  Department  of  Community  Development 
Industry  Division,  Dept.  FB-41 
Box  38097 
Atlanta.  Georgia  30334 

Please  send  me  information  regarding  Georgias 
available  labor  and  free  training  services. 
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Arguing  i/vith  Success 

Two  MAJOR  ARTICLES  ill  this  issuc  make  an  interesting  contrast.  Beginning 
on  page  20,  our  cover  story  considers  Avon  Products  and  its  state  of  grace. 
On  page  16  we  tell  about  Magnavox'  fall  from  grace. 

On  the  surface,  Magnavox  and  Avon  have  little  in  common:  The  one 
produces  TV  sets;  the  other  sells  a  genteel  form  of  glamour  to  the  Ameri- 
can housewife. 

As  investments,  however,  the  two  companies  once  had  a  good  deal  in 
common.  Both  had  that  magic  touch  that  made  them  different  from  ordinary 
businesses.  Both  showed  huge  returns  on  invested  capital  and  steady  growth. 

Go  back  to  1968.  Magnavox  sold  at  60,  which  was  8  times  book 
value  and  25  times  earnings.  Magnavox  had  a  neat  formula.  By  putting  some 
flourishes  into  its  cabinets  and  into  its  product  image,  Magnavox  was  able  to 
charge  premium  prices.   Its  unique  distribution  system  assured  that  these 


premium  prices  would  be  maintained.  No  wonder  Magnavox  earned  32%  on 
its  stockholders'  equity  that  year!  And  its  growth  rate  was  outstanding. 

But  time  ran  out  on  the  Magnavox  formula.  Recently  the  stock  sold 
around  11,  an  80%  decline  from  its  high.  What  is  significant  here  is  that  the 
company  did  not  actually  collapse;  its  sales  have  continued  to  grow.  What 
changed  was  that  Magnavox'  high  rate  of  profitability  turned  down. 

Avon  Products  has  a  formula  that  still  works.  Its  sales  and  earnings 
curve  probably  will  continue  to  sweep  upwards  for  a  few  more  years  at  least. 
Avon  stock  remains  skyhigh  in  a  sickly  market,  20  times  book  value,  58  times 
earnings. 

Why  argue  with  success?  Because  success,  as  Magnavox  and  countless 
others  have  shown,  can  be  fleeting.  Avon's,  too,  may  flicker  and  fade.  In 
Forbes'  judgment,  the  Avon  success  formula  can  carry  that  company  just 
so  far— and  it  is  already  being  stretched  thin.  We're  a  good  deal  less  certain 
than  are  Avon's  admirers  that  the  stock  is  a  sure  thing. 

Avon,  the  company,  and  consequently  the  stock,  is,  we  believe,  vulnerable 
to  changing  conditions  and  to  market  saturation.  Its  executives  are  able 
men.  They  are  not  supermen. 

These  two  articles,  Avon  and  Magnavox,  are  in  their  ways  typical  of 
Forbes  reporting.  We're  not  concerned  exclusively  either  with  history  or 
with  reportage.  Our  Avon  story  takes  a  tentative  look  into  the  future.  Our 
Magnavox  story  tries  to  draw  some  lessons  from  what  happened. 

It's  what  is  known  as  sticking  your  neck  out. 

In  the  e\'ES  of  an  accountant,  a  number  is  a  number  is  a  number.  Oh  yeah? 
Our  new  feature.  The  Numbers  Game,  knows  that  bookkeeping  is  not 
that  simple.  Three  computer  leasing  firms  with  the  same  auditor  faced  the 
possibility  of  significant  losses.  In  the  case  of  the  smallest  company,  the  ac- 
countant is  tough.  There  is  a  big  write-oflF  and  a  qualified  auditor's  opinion. 
The  same  accountant  is  much  gentler  on  the  bigger  companies.  Why? 
Favoritism  for  the  rich  and  powerful?  Or  is  there  more  to  it?  The  feature  was 
written  this  time  bv  Senior  Editor  Stephen  Quickel.  It  begins  on  page  33.  ■ 
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SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  .  .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now— without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 


Trans  World  ServicesM 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 
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Invite  a  friend  over  for  a  tall  cool  one  on 
the  rocks.  Or,  invite  227  friends  over. 
With  this  Scotsman  honne  or  office  ice- 
maker,  you  can  store  up  to  670  cubes 
(it  makes  480  per  day).  What's  more, 
these  cubes  are  gourmet  quality:  rounded 
to  prevent  sticking,  diamond  clear  and 
frozen  rock  hard  to  last  longer.  Built-in 
or  free-standing.  Scotsman  could  make 
you  the  social  hit  of  the  year. 


Trends  &Tangents 


Washington 


SCOTSMPINj 


COMMEBCIAL  ICE  SYSTEMS /HOME  ICE  MAKERS 

42306  Front  Street  Albert  Lea,  Minn.  56007 
Send  me  details  on  Scotsman's  home  or  office 
ice-maker. 

Name__ 
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I     Address. 
!    City 


State  


Zip. 


Building  a  Legacy 

When  she  arrived  as  Atomic  En- 
ergy   Commission    chairman    in    Feb- 
ruary,   Dixy   Lee   Ray   seemed   note- 
worthy    mainly     for     such     personal 
foibles    as   living   in    a    motor   home, 
wearing   knee   socks    and   taking   her 
two  dogs  to  work  with  her.  But  the 
58-year-old     marine     biologist     now 
shows  signs  of  making  a  more  endur- 
ing    mark.     Specifically,     she     may 
succeed   in   transferring   the   uranium 
enrichment  operation  from  the  AEC 
to  private  industry.  Already  she  has 
been   instrumental   in  issuing  a  new 
set  of  regulations   giving  private  in- 
dustry access  to  government  data  on 
the   centrifuge   approach  to  uranium 
enrichment,  which  promises  one  day 
to  replace  the  expensive  gaseous  dif- 
fusion    process.     Three     companies, 
Westinghouse,     Bechtel     and    Union 
Carbide,  have   set  up   Uranium   En- 
richment Associates  to  study  possible 
plant  designs,  costs  and  financing,  and 
hope  to  decide  in   1974  whether  to 
seek  a  permit  to  build  the  first  private- 
ly owned  enrichment  plant. 


Foreign 

Computer  Coup 

Faced  with  drawing  90,000  prize- 
winners a  month  among  holders  of 
British  Government  Premium  Bonds, 
the  British  have  come  up  with  a 
brand  new  invention:  "Ernie,"  de- 
scribed as  "the  world's  most  advanced 
electronic  system  for  generating  num- 
bers at  random." 

The  Good  Stewards 

Britain's  great  estates  and  country 
houses  call  up  visions  of  wealthy 
titled  families,  but  their  biggest  owner 
these  days  is  the  National  Trust.  A 
privately  supported  organization  set 
up  to  buy  and  maintain  Britain's 
most  historic  buildings  and  loveliest 
stretches  of  countryside,  the  Trust 
now  owns  some  400,000  acres;  only 
the  Crown  and  the  Forestry  Commis- 
sion own  more.  Much  of  this  came 
to  the  Trust  from  persons  seeking  to 
avoid  Britain's  heavy  "death  duties" 
(estate  taxes).  But  the  Trust  does 
not  automatically  accept  an  offered 
property.  First  it  decides  if  it  wants 
a  property.  Then  it  may  ask  the 
would-be  donor  to  include,  please,  a 
large  endowment,  to  produce  income 
for  maintenance.  Income  from  endow- 
ments now  brings  in  over  $5  million  a 
year;  the  Trust's  other  major  sources 


of  income  are  the  entrance  fees  to 
TiTist  property  from  close  to  four 
million  visitors  a  year  and  a  $5-plus 
membership  fee  paid  by  some  350,000 
supporting  members. 

Business 

For  the  Round  File 

On  the  assumption  that  just  about 
everyone  is  baffled  by  the  computer- 
'  ized  columns  of  numbers  in  monthly 
bank  statements.  New  York's  First 
National  City  Bank  has  taken  to 
spelling  it  all  out.  The  reverse  side 
of  a  small  sheet,  with  nothing  but  the 
Citibank  logo  on  it,  reads  helpfully: 
"This  slip  is  not  part  of  your  state- 
ment and  may  be  discarded." 

Happy  Birthday 

The  drive-in  restaurant,  America's 
contribution  to  fine  eating,  is  a  half- 
century  old.  A&W  International  says 
its  founder,  Roy  Allen,  opened  the 
nation's  first  drive-in  restaurant  on 
May  23,  1923  in  Sacramento.  It  was 
an  immediate  success  and  led  to  an- 
other innovation— "tray  girls"  and 
"tray  boys."  A&W  estimates  it  has 
since  served  100  billion  mugs  of  root 
beer  and  countless  hot  dogs  and  ham- 
burgers. Of  the  2,500  A&W  restau- 
rants in  operation  today,  nearly 
1,700  offer  car  service.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager. 
FORBES,  60  Fifth  Avenue, 
New  York.  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


"Zip" 


F-4826 
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Readers  Say 


You  Mean  Business 

Sir:  Your  brief  editorial  on  energy 
conservation  {June  1)  hit  the  mark. 
I  can  think  of  only  one  other  way  to 
say  it  in  fewer  words:  Energy:  The 
Capitahst  Tool.  Yes,  your  editorial 
was  patriotic,  but  when  you  say  it, 
your  readers  know  you  mean  busi- 
ness. I  wish  editors  of  newspapers 
and  other  magazines  would  reprint 
your  editorial.  Also,  I  think  it  would 
be  beneficial  if  your  friends  in  indus- 
try would  adapt  your  editorial  for  an 
insert  in  pay  envelopes.  As  you  real- 
ize, even  a  Highlander  would  be  a 
lowlander  without  sufiBcient  fuel. 

—Virginia  H.  Knauer 

Special  Assistant  to  the  President 

for  Consumer  AflFairs, 

The  White  House 

Washington,  D.C. 

Sir:  I  can  assure  you  that  to  "turn 
down"  an  air-conditioner  consumes 
more  rather  than  less  energy.  Surely 
you  mean  to  advise  turning  up  the 
air-conditioner. 

—Roger  D.  Stanwood 
Houston,  Tex. 

Yup,  up!-MSF. 

Big  Help 

Sir:  I'm  sure  the  U.S.  commercial 
attache  spotlighted  in  one  of  your 
May  15  issue  articles  has  good  rea- 
sons for  his  complaints  about  the  way 
U.S.  companies  sell  overseas.  How- 
ever, I  find  it  very  disturbing  that 
when  we  want  to  get  lists  of  Ameri- 
can companies  doing  business  abroad 
so  that  we  can  encourage  our  foreign 
agents  to  call  on  them,  the  informa- 
tion is  not  available  from  the  U.S. 
Dept.  of  Commerce,  International 
Division.  I  was  absolutely  flabber- 
gasted to  discover  that  they  have  dis- 
continued publishing  a  directory  for 
Japan,  Germany,  England  and  Can- 
ada. When  they  cannot  make  this 
information  ^available  because  it  is 
apparently  inconvenient  to  them,  they 
have  missed  the  point  of  what  they're 
trying  to  do. 

—Radford  Bivans 

President, 

Bivans  Corp. 

Los  Angeles,  Calif. 

Not  the  Case. 

Sir:  Your  article  on  the  New 
Horizons  Fund  (June  1)  states  that 
Mr.  Price  "has  cut  his  ties  with  the 
company,"  a  very  damning  inference 
which  is  far  from  the  case.  Mr.  Price 
(Continued  on  page  54) 
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Our  new  corporate  name 
brings  it  all  together. 

The  joining  together  of  the  two  words 
"Texas"  and  "Gulf"  minimizes  geographical 
connotations,  and  is  more  appropriate  for 
Texasgulf's  worldwide  activities. 

Texasgulf  is  one  of  the  world's  largest 
producers  of  zinc,  silver,  sulphur  and 
agricultural  fertilizer  materials— including 
phosphatic  products  and  potash.  The 
company  is  a  significant  producer  of  copper, 
lead  and  cadmium.  Texasgulf  is  also  involved 
In  the  production  of  iron  ore,  oil,  gas  and 
forest  products,  and  will  soon  be  an 
important  North  American  producer  of  tin 
and  soda  ash.  To  diversify  further,  Texasgulf 
continues  worldwide  exploration  activities. 

With  sales  throughout  the  world, 
Texasgulf  products  come  from  a  variety  of 
locations.  These  include  the  United  States, 
Canada,  Mexico  and  Australia.  Ownership  of 
Texasgulf  is  also  widespread,  with  over  20% 
of  our  stock  now  owned  by  Canadians. 

Tg— the  new  Texasgulf  trademark— Is 
similar  in  style  to  the  symbols  for  chemical 
elements  In  the  periodic  table.  This 
trademark  is  particularly  appropriate  for  a 
company  engaged  in  finding  and  developing 
natural  resources. 

The  Texasgulf  symbol  on  the  New  York 
Stock  Exchange  is  "TG."  On  the  Toronto 
Stock  Exchange,  our  symbol  is  "TXG." 

If  you'd  like  more  information  on 
Texasgulf,  send  for  our  Annual  Report.  Write: 
The  President,  Texasgulf  Inc.,  200  Park 
Avenue,  N.Y.,N.Y.  10017. 


Texasgulf 


\buVe  pragmatic, 

inquisitive, 

and  linow  liow 

to  win. 


We  think  aiike. 


The  First  Natioi 

\bu  compete^We  compete. 


The  First  National  Bank  of  Chicago,  Member  F.D.I.C,  is  a  subsidiary  ot 
Athens,  Beirut,  Brussels,  Dublin,  Dusseldorf,  Frankfurt,  Geneva,  Jak 
Panama  City,  Paris,  Rome,  Sao  Paulo,  Singapore,  Stockholm,  Sydney 
Banking  Corporation.  First  Chicago  International,  Los  Angeles.  First  Cf 

London  and  Tororn 


-ago  Corporation,  and  has  installations  in  Amsterdam, 

t»n,  London,  Madrid,  Mexico  City,  Milan,  Nairobi 
Toronto.  In  New  York:  First  Chicago  International 
g  Corporation:  installations  in  Chicago,  New  York, 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


so  NOW  WHERE  ARE  WE? 


All  those  yapping  for  a  return  to  price  controls  got 
'em  at  least  for  another  month.  What  will  follow  at  this 
point  no  one  knows— not  the  President,  not  his  advisers, 
and  certainly  not  the  rest  of  us. 

Do  you  have  any  ready  answers? 

The  only  people  positively  positive  about  what  should 
follow  have  been  so  positively  wrong  so  often  I  hope  no 
one  longer  heeds  them. 


Obviously,  the  President's  heart  is  not  in  the  reimposi- 
tion  of  controls  and  I'm  sony  that  his  hand  was  forced  to 
do  what  his  head  rightly  made  him  reluctant  to  do. 

Things  were  on  their  way  to  ironing  out,  slowing  down. 
Now? 

Maybe  overkill. 

At  least,  tougher  disentanglement. 

I'm  not  enthusiastic,  and  those  who  are,  soon  won't  be. 


DELAYED  IMPACT— BUT  IT'LL  PACK  A  WALLOP 


Don't  be  discouraged  that  the  twice-devalued  dollar 
is  not  immediately  solving  our  foreign  trade  balance. 
Initially,  of  course,  we  have  experienced  the  reverse— 
the  things  we've  ordered  from  abroach  we  have  to  pay 
much  more  for. 

But  the  twice-devalued  dollar  is  going  to  have  a  thump- 
ing favorable  impact  that  will  be  sizably  reflected  in   a 


better  U.S. -foreign  trade  balance.  A  growing  number  of 
multinational  U.S.  companies  are  finding  out  that  more 
and  more  of  theii'  U.S.  factories'  output  can  now  be  de- 
livered in  Europe  at  a  lower  cost  than  these  products 
made  in  their  factories  abroad. 

As  the  months  roll  by,  this  advantage  will  roll  up  greater 
and  greater  strength  for  the  dollar. 


WANNA  REAL  BATH?   GO  ABROAD 


I'm  not  referring  to  your  ablutions  in  search  of  cleanli- 
ness, but  to  the  cleaning,  hosing  American  wallets  now 
get  in  most  (not  yet  all)  of  Europe  these  days. 

The  two  devaluations  of  the  dollar  have  not  had  all 
that  much  perceptible  impact  within  our  own  borders. 

But  abroad— Wow! 

F'instance— Wonderful  Copenhagen.  It's  as  wonder- 
ful as  ever,  but  now  as  unaffordable  as  Paris  and  Rome. 
Lunch  for  two  in  a  good  fish  house  with  one  drink  and 
a  bottle  of  middling  white  wine  can  come  to  $50.  Ger- 
many? As  a  tourist,  forget  it  if  you  have  to  take  into 
account  the  cost  of  lodging  and  food  and  things.  Ditto, 
France.  Now  too  (sadly)  Italy.  England  is  not  yet  priced 
out  of  the  market  for  dollar-bearing  visitors.  Spain  is  still 
affordable,  though  far  from  the  relative  bargain  it  was  as 


recently  as  a  dozen  months  ago.  Greece  still  gives  as  many 
drachmas  for  a  dollar  as  ever— but  confine  your  spending  to 
food  and  lodging  and  enjoyment  of  ti.ese  wonderful  peo- 
ple and  magnificent  scenery.  There  are  no  bargains,  among 
other  things,  in  Greece— except,  of  course,  their  multitud- 
inous phony  antiques. 

In  short,  if  you  are  going  to  Europe  solely  to  tour, 
don't  go  now. 

Believe  it  or  not,  for  the  moment  (and  I  don't  think  it 
will  last  that  much  longer)  most  of  Europe  actually,  really, 
seems  not  to  want  any  more  of  our  greenies.  Other  coun- 
tries' currencies  look  greener  to  them  these  days. 

Incidentally,  if  you've  got  to  go,  you'll  get  more  in  ex- 
change for  First  National  City  traveler's  checks  than  for 
U.S.  cash. 
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INTERNATIONAL  LANGUAGE 


There's  no  place  in  the  world  where  no  knowledge  of 
tlie  lingo  prevents  communication. 

KARA 

It's  Forbes'  job  to  know  the  men  who  run  the  major 
businesses  here  and  the  biggest  of  those  headquartered 
abroad.  More  often  than  not  they  are  men  of  outstanding 
ability  to  pick  crackerjack  staflF  and  division  heads,  or  else 
able  to  run  the  whole  show  themselves.  Occasionally  a 
CEO  does  both. 

The  ultimate  measurement  of  the  headknocker  is  the 
bottom  line— not  quarter  by  quarter  as  some  seem  to  think, 
but  the  average  year  by  year,  year  after  year. 

In  the  concern  for  earnings,  however,  most  CEOs  are 
knee-deep  in  the  decisions  that  have  to  be  made  and  the 
things  they  must  tend  to  daily.  They  forget  to  give  more 
than  chche  lip  service  to  the  importance  of  the  sometimes 
many,  many  thousands  of  employees  who  work  way  do'Aoi 
the  line,  way  out  in  the  plants,  those  who  have  no  reason 
to  enter  the  executive  suite. 


A  wink  or  eyes  rolled  heavenward,  a  smile  or  a  frown,  a 
headshake  or  a  handshake  are  universally  understood. 

AVIS 

Ultimately,  the  price  for  this  neglect  shows  up  in  the 
bottom  Une  or  the  strike  line.  Often  too  late,  rectifying  this 
neglect  becomes  an  immediate  must  for  the  boss. 

One  of  the  ablest  good  guys  running  a  corporate  giant  of 
whom  that  criticism  will  never  be  made  is  Xerox'  Peter 
McColough.  On  the  opposite  page  read  the  extracts  from 
informal  remarks  he  made  at 
his  annual  sit-doviTi  with  edi- 
tors of  Xerox  international 
publications. 

There's  more  managerial 
excellence  in  these  cornments 
than  in  any  of  the  infinite 
books  on  the  subject  that 
I've  seen. 

Read  it  and  be  the  wiser. 


RECENTLY 


our  Forbes  Investment  Committee,  responsible  for  the 
securities  funding  the  company's  Thrift  Plan  and  Re- 

THRIFT  PLAN 
Buy 
Aetna  Life  Seaboard  Coast  Line 

Add  To  Holdings 


ITT 

Merrill  Lynch 


Southern  Natural  Resources 
Westinghouse 


tirement  Plan,   met   and   this  was   the  buy   "action"— 
a  few  votes  were  close,  most  were  by  full  agreement. 

RETIREMENT  PLAN 
Buy 
Aetna  Life  Sears,  Roebuck 

Add  To  Holdings 
ITT  Kennecott 

Southern  Natural  Resources 


SENSIBLE  SECOND  THOUGHTS 


It's  probably  wise  and  actually  not  a  setback  for  the 
ecology  that  there  are  second  thoughts  in  Washington 
on  demanding  that  future  new  cars  have  expensive  de- 
toxicating  exhaust  gismos. 

Almost  everything  I've  heard  or  read  about  the  sub- 
ject indicates  that  these  gadgets  go  rapidly  on  the  blink 
and  they  up  the  consumption  of  gasoline— which  every 
day  we  have  less  of  at  higher  prices. 

That's  no  way  to  go. 

A  very  sizable  annual  tax  on  horsepower  in  excess  of  a 
reasonably  moderate  amount  should  alert  the  nation's 
car  buyers  and  Detroit  to  the  virtues  and  the  necessity 


of    smaller    engines    and    less    behemothic    automobiles. 

As  with  good  food,  now  too  with  cars:  Less  is  better. 

It's  estimated  that  perhaps  by  the  end  of  next  year  a 
dozen  or  more  cities  will  have  had  to  ban  cars  from  con- 
gested areas  to  keep  passengers  and  pedestrians  from 
breathing  air  that  could  leave  'em  unable  to  breathe 
(that's  called  being  dead).  With  all  the  warnings,  all  the 
pressures,  all  the  laws  of  both  Washington  and  economics 
that  have  been  beating  around  Detroit's  heads  for  several 
years,  you'd  think  they'd  be  further  along  with  a  real  answer 
instead  of  now  being  engaged  in  fighting  a  .solution  that's 
no  solution. 


NEWSPEAK 

People  no  longer  refer  to  "water  over  the  dam. 
It's  now  Water  through  the  Gate. 

PLEASURE 

is  more  in  contemplation  than  realization. 


FULFILLING   DESIRES 
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is  less  rewarding  than  pursuing  'em. 

-Malcolm  S.  Forbes. 

Editor-in-Chiof 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Fire  Early 

C.  Peter  McColough,  Xerox  CEO: 

I  have  a  rule  that  anybody  who  has 
been  with  Xerox  for  eight  years  can- 
not be  dismissed  without  my  personal 
written  approval.  The  mere  fact  that 
we  have  the  rule  means  that  I  don't 
get  too  many  requests,  but  I  do  get  a 
fair  number  in  the  course  of  a  year. 
Probably  about  half  are  allowed. 

Take  the  person  who  is  35  or  40 
years  old.  We've  taken  perhaps  15 
years  of  his  life.  If  he  is  not  stealing 
or  doing  something  else  reprehensible, 
I  think  we've  got  a  responsibility  to 
him.  If  he  were  not  bright  enough  or 
good  enough,  we  should  have  faced 
it  in  the  beginning.  We're  not  going 
to  have  a  new  manager  come  in  after 
15  years  and  say  that  he  can  find  a 
better  guy  for  less  money.  That's  sim- 
ply not  right. 

So,  we  have  to  learn  to  take  a  good 
hard  look  at  a  guy  after  two  or  three 
years  of  employment.  If  there  is  any 
question  about  his  ability,  about 
whether  this  is  the  place  where  he 
should  plan  to  make  a  career,  I  think 
we  ought  to  ask  him  at  a  younger  age 
to  go  some  place  else  when  he  hasn't 
already  invested  a  major  part  of  his 
life  in  the  company. 

What  never  fails  to  impress  me 
about  the  records  I  review  is  that  in 
almost  every  instance  I  am  being 
asked  to  consider  releasing  someone 
who  for  15  years  has  had  ratings  of 
"excellent  performance"  or  "good  per- 
formance." Then  all  of  a  sudden  he's 


an  unsatisfactory  performer.  One  of 
the  things  this  can  mean  is  that  we're 
doing  a  bad  job  of  appraising  people. 
If  we  don't  do  well  in  this  area- 
thorough  appraisals  that,  above  all, 
are  honest— then  I  think  we're  being 
extremely  unfair  to  the  person.  It  is  no 
favor  to  let  someone  drift,  then  say 
to  him  after  ten  years  that  he  could 
have  gone  to  some  other  company 
earlier  and  perhaps  done  much  better 
in  his  career.  The  right  thing  to  do  for 
this  employee  and  the  company  is  to 
face  up  to  the  situation  early,  and 
agree  on  the  separation  then,  so  that 
the  individual  has  the  opportunity 
early  in  his  career  to  get  the  right 
job  with  the  right  future. 
*      *      * 

Red  Tape 

One  of  the  things  that  bothers  me 
is  the  tendency  to  have  red  tape  creep 
into  the  organization  at  an  alarming 
rate.  I  think  it  will  creep  in  in  an 
excessive  way  unless  we  take  very 
vigorous  action  because  red  tape  is 
natural— or  it  seems  to  be  natural— in 
every  large  institution.  Sure,  there 
are  areas  where  we  have  to  have 
rules,  regulations  and  policies.  In  a 
big  organization  you  have  to  have 
them  or  you'll  make  the  same  decisions 
seven  or  eight  times  a  month  and 
make  them  inconsistently  from  place 
to  place.  But  I  try  to  speak  out  as 
often  as  possible  against  excessive 
regulations. 

Lately,  however,  I  am  finding  that 
the  most  effective  way  to  combat  red 
tape    is    to    ridicule    silly   regulations 


whenever  I  spot  them.  I  could  give 
you  dozens  of  outrageous  examples- 
like  the  fellow  who  wanted  to  clean 
my  office  drapes,  which  weren't  the 
least  bit  dirty,  just  because  there  was 
a  rule  that  said  drapes  in  executives' 
offices  should  be  cleaned  once  a  year. 
Often  the  guy  who  is  insecure  in  a 
big  company  tries  to  learn  all  the  rules 
as  carefully  as  possible  because  he 
feels  that  if  he  doesn't  make  any  mis- 
takes he'll  get  ahead.  I  don't  think 
that  should  be  so  at  Xerox.  While  we 
necessarily  have  to  have  some  rules, 
we  want  our  people  to  think,  not  just 
follow  rules. 

After  the  Bottom,  Up? 

Bear  markets  all  have  one  thing  in 
common:  They  always  end.  Just  as 
they  usually  begin  when  optimism  is 
nearly  universal,  they  end  when  the 
negative  arguments  make  the  most 
sense.  I  predict  the  following: 

A  strong  summer  rally  recovering 
about  half  the  ground  lost  between 
Dow  1067  and  875,  or  a  move  to 
around  970. 

One  or  more  further  tests  of  the 
lows,  with  a  possible  additional  drop 
of  5%. 

A  peaking  of  the  gold  price, 
strengthening  of  the  dollar,  return  to 
productivity  by  the  Federal  Govern- 
ment and  decline  in  the  prime  rate 
to  6%7o  by  year-end,  with  the  Dow 
Jones  industrials  around  1065  by 
Dec.  31. 

—Robert  Stovall  of  Reynolds 
Securities  in  the  New  York  Times. 


PHASE  3— WATERGATE  VICTIM 


Many  commentators  are  saying 
that  President  Nixon  delayed  scrap- 
ping Phase  3  because  of  Watergate 
paralysis.  Not  so,  in  this  writer's 
opinion.  Watergate  pressured  a  re- 
luctant President  to  take  tough  ac- 
tion where  little  was  warranted, 
to  show  that  he  was  still  a  Presi- 
dent, still  running  the  country. 

For  if  Phase  3  was  a  failure. 
Phase  3/2-4  might  well  be  Failure 
2.  And  a  much  bigger  one  at  that. 
There  is  simply  no  way  tightened 
controls  will  halt  inflation  or  cool 
the  boom  without  a  recession. 

Take  the  President's  proposal  to 
curb  rising  food  prices  through 
export  controls.  The  theory  here 
is  that  worldwide  demand  for  com- 


modities like  our  corn  and  our 
wheat  sends  up  the  prices  of  our 
bread  and  our  meat. 

Maybe  so.  But  consider  this:  In 
fiscal  1973  the  U.S.  exported  about 
$11.1  billion  of  agricultural  goods 
and  imported  $6.8  billion— a  sur- 
plus of  $4.3  billion.  Last  year  our 
trade  deficit  was  $6.8  billion.  One 
response  to  that  hemorrhage  was  a 
U.S.  demand  that  foreigners  ease 
their  barriers  to  our  agricultural 
exports. 

Now  if  the  President  won't  let 
the  stuff  leave  the  country,  what  in- 
centive is  there  for  our  trading  part- 
ners, especially  Europeans,  to  take 
more  of  it  in?  Many  of  them  have 
powerful    farm     blocs,     interested 


only  in  maintaining  the  status  quo. 

So  what  will  be  the  result  of 
agricultural  export  controls? 

A  weakened  dollar.  Which  will 
mean  more  money  leaving  the  coun- 
try for  foreign  oil. 

Will  still  higher  gasoline  prices 
be  a  sign  of  deflated  inflation? 

When  an  economy  is  booming 
and  has  little  slack,  which  is  the 
situation  of  the  U.S.  economy  to- 
day, one  set  of  controls  can  only 
lead  to  another— and  tougher— set. 
And  a  tougher  set  after  that. 

President  Nixon  would  have 
done  right  by  sitting  tight  with 
Phase  3.  Too  bad  for  the  economy 
that  Watergate  wouldn't  let  him. 

-M.S.  Forbes  Jr. 
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When  I  was  10, 

my  piano  teacher  told  me 

to  play  baseball'.' 


iT.r*. 


"This  year,  we'll  insure  $2  billion  worth  of 

leisure  activities'.'     Rod  Day  is  head  ol  coordination 

in  Johnson  &  Higgins'  Philadelphia  oflice.  He  sees 

thai  our  specialists  mesh  their  skills  for  every  client. 

•'Sport  and  the  arts  are  big  business  today','  Rod  says. 

■'Insuring  leisure  is  hard  work!' 

What's  true  in  the  leisure  industry  is  true  in  your  own. 
Johnson  &  Higgins  has  offices  in  major  cities  here  and  abroad. 
Call  us.  We'll  make  your  insurance  work  for  you. 


A-,*- 


Johnson  &  Higgins 

the  leisure  industry^  insurance  broker 
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Who  Will  Save  Lockheed? 


Forbes 


A  merger  partner? 

Uncle  Sam  again? 

A  miracle?  Or,  nobody? 


Even  after  accepting  $250  million 
worth  of  U.S.  Government-guaranteed 
adrenaline,  Lockheed  Aircraft  Corp.  is 
hanging  on  the  ropes.  No  airline  has 
yet  ordered  the  stretch  version  of  the 
L-1011,  called  the  Dash  2,  and  vdth- 
out  sales  of  that  proposed  plane,  the 
company  could  go  bankrupt.  Rolls- 
Royce  (1971),  engine  supplier  for  the 
L-1011,  perhaps  lacks  both  the  finan- 
cial and  technical  resources  to  pro- 
duce an  uprated  Dash  2  engine. 

The  arithmetic  is  scary.  Lockheed 
has  net  assets  carried  on  the  books 
at  about  $1  billion.  Against  these,  it 
has  debts  of  about  $750  million.  That 
leaves  a  stockholders'  equity  of  about 
$250  million. 

That  is-  tenuous  enough.  But  ex- 
amine Lockheed's  assets:  The  compa- 
ny is  very  close-mouthed  about  exact 
figures,  but  the  betting  is  that  Lock- 
heed's inventory  account  includes  over 
$400  million  in  capitahzed  costs  in- 
curred in  developing  the  L-1011.  In 
other  words,  not  really  assets,  but 
$400  million  in  deferred  costs.  If 
Lockheed  were  to  write  off  these  de- 
ferred costs,  its  equity  would  vanish. 

Yet  a  visitor  to  Lockheed's  head- 
quarters in  sunbaked  Burbank,  Calif, 
would  never  know  these  woes  exist. 
Chairman  Dan  Haughton  insists  the 
worst   is   over   and   only  better   days 


lie  ahead.  In  the  past,  Lockheed's 
friends  have  always  come  to  its  aid 
in  the  nick  of  time.  Once  more,  the 
friendly  rescue  posse  seems  to  be 
coming  over  the  hill. 

Will  they  arrive  in  time? 

No,  say  Lockheed's  critics.  The  res- 
cuing posse  should  bring  flowers. 

But  the  faithful  point  out  that  de- 
spite all  odds  and  all  prior  dire  pre- 
dictions, Lockheed  is  still  ahve.  The 
best  argument  for  Lockheed's  survival 
is  its  survival  to  date.  And  on  Wall 
Street,  where  there's  life,  there's  hope 
of  making  a  killing. 

Lockheed  has  powerful  friends. 

Friend  No.  One:  the  U.S.  Gov- 
ernment. It  wasn't  only  that  loan  guar- 
antee. Last  fall,  when  All  Nippon  Air- 
ways was  debating  whether  to  buy 
the  L-1011,  a  Boeing  short-range  747 
or  McDonnell  Douglas'  DC- 10,  Pres- 
ident Nixon  himself  reportedly  ap- 
plied the  decisive  pressure  for  Lock- 
heed in  a  face-to-face  meeting  with 
the  new  Japanese  prime  minister. 
WTien  Air  Canada  was  thinking  about 
dropping  its  commitments  for  the 
L-1011,  again  the  Administration  re- 
portedly did  some  government-to-gov- 
ernment arm-twisting.  Some  industry 
executives  even  say  that  the  Adminis- 
tration told  a  wavering  domestic  air- 
line  to   stay   with   the   L-1011    if   it 


wanted  approval  of  a  pending  merger. 

Perhaps  most  important  of  all,  the 
Government  has  made  Lockheed  the 
nation's  No.  One  defense  contractor 
in  eight  of  the  last  ten  years.  And 
those  contracts  are  still  flowing  like 
sweet  wine.  Almost  every  Lockheed 
division  has  a  major  contract. 

An  executive  with  another  aero- 
space company  says:  "I  don't  know 
exactly  what  mechanism  the  Govern- 
ment will  use,  but  it'll  find  a  way 
to  save  Lockheed." 

Friend  No.  Two:  the  accountants. 
Lockheed's  accountants,  Arthur  Young 
&  Co.,  seem  willing  to  give  Lockheed 
until  something  like  the  return  of  the 
Ice  Age— or  at  I'iast  around  1980— 
to  try  and  recoup  the  L-1011  costs. 
Their  orJy  hedge  is  eight  words  in  the 
standard  auditor's  apology  in  1972's 
annual  report:  ",  .  .  subject  to  the 
realization  of  the  L-1011  inventories 
,  .  ."  No  reserves,  no  major  disclaimer. 
Chairman  Haughton  says  he  expects 
to  be  selling  L-lOlls  for  a  quarter  of  a 
century,  but  he  says  it  on  faith  rather 
than  on  any  solid  evidence. 

Friend  No.  Three:  the  Wall  Street 
bankers.  Blyth  &  Co.  hasn't  deserted 
Lockheed  for  a  good  reason— there 
might  still  be  a  chance  to  make  a 
buck  on  the  company.  Blyth  apparent- 
ly feels— for  a  fee,  of  course— it  can 
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round   up   financing  for   the  Dash   2, 
once  Lockheed  gets  some  orders. 

It  may  seem  Uke  gallows  humor 
to  suggest  lending  even  a  devalued 
dollar  to  a  company  whose  debt  is  al- 
ready almost  three  times  greater  than 
its  net  worth.  But  James  Bondoux, 
an  aerospace  analyst  for  Mitchum, 
Jones  &  Templeton  in  San  Francisco, 
points  out  that  aerospace  companies 
have  a  history  of  making  profitable 
Lazarus-like  recoveries.  He  cites  North 
American  Aviation  after  the  Korean 
War;  General  Dynamics  after  the 
Convair  in  1959;  and  even  Lockheed 
after  the  Electra:  "People  doubled 
their  money  in  12  months  on  Lock- 
heed in  the  early  Sixties  and  tripled  it 
in  18.  The  record  is  clear:  Make  an 
act  of  faith  in  the  aerospace  industry, 
and  you  stand  a  chance  to  make  mon- 
ey." Bondoux  adds  that  a  "contrary 
opinion"  fund  management  company. 
Lord  Abbett,  has  been  buying  Lock- 
heed heavily  for  months. 

Partner  Needed? 

Lockheed  must  enlarge  its  poten- 
tial L-1011  market  by  building  an 
intercontinental  version  if  it's  ever  to 
sell  enough  planes  to  make  a  profit. 
The  basic  domestic-range  plane  isn't 
attracting  enough  sales  to  keep  the 
program  alive,  partly  because  the 
plane  has  caused  serious  hardships 
for  the  airlines  that  own  it.  Eastern, 
for  example,  blamed  the  L-1011  for 
its  first-quarter  loss  and  warned  of  a 
possible  full-year  deficit  from  delivery 
delays  and  operating  problems. 

Lockheed's  situation  is  so  doubt- 
ridden  that  it  may  need  friend  No. 
Four:  a  merger  partner.  But  mention 
the  word  "merger"  to  Lockheed  ex- 
ecutives and  you  risk  a  punch  in  the 
nose.  The  fact  remains  that  Lockheed's 
huge  government  business  could  be 
attractive  to  a  couple  of  companies. 
Rockwell  International  took  a  close 
look  within  the  last  two  years.  And 
Boeing,  whose  commercial  airline 
business  would  fit  nicely  with  Lock- 
heed's defense  work,  seems  an  even 
more  plausible  prospect.  Though  Boe- 
ing denies  the  merger  rumors  with 
chuckles,  the  rumors  persist.  It  is  a 
real  possibility,  if  not  a  likelihood. 

But  you'd  never  guess  that  talking 
to  Lockheed's  Senior  Financial  Vice 
President  Roy  Anderson.  He  says  Lock- 
heed could  lose  money  on  the  L-1011 
and  abandon  the  Dash  2  idea  and  still 
survive:  "All  we  need  are  a  reasonable 
number  of  L-1011  sales  beyond  the 
199  we  have  commitments  for  so  far, 
from  old  customers  and  a  few  new 
ones.  We  don't  have  to  reach  break- 
even on  the  L-1011  to  survive." 

Perhaps  Chairman  Haughton  best 
summed  it  up  at  this  spring's  annual 
meeting.   Said  he:   "Have  faith."  ■ 
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Come  Back,  Frank  Freimann 


He  took  Magnavox  to  the  top 

of  the  performance  charts.  Now  Freimann 

is  gone  and  so  is  the  company's  luster. 


Only  three  years  ago,  Magnavox  was 
on  Forbes'  list  of  the  Ten  Most  Prof- 
itable Corporations  in  the  U.S. 
(Forbes,  ]an.  1,  1970).  It  wasn't  easy 
to  get  on  the  list.  No  company  on  it 
earned  less  than  27%  on  stockholders' 
equity,  and  the  return  ranged  as  high 
as  42%.  To  get  on  the  list,  you  had  to 
have  earned  those  high  returns  con- 
sistently over  a  long  period  of  years 
and  you  had  to  show  continuing  earn- 
ings growth. 

The  list  contained  such  names  as 
Avon  Products,  Xerox,  Merck,  Coca- 
Cola— and  Magnavox.  But  no  longer 
does  Magnavox  rank  in  this  aristocra- 
cy. Today  it  is  just  another  cyclical 
company.  Its  return  on  equity,  almost 
32%  in  1968,  was  barely  10%  last 
year.  The  trend  is  still  down.  During 
the  first  quarter  of  1973,  Magnavox 
earned  only  11  cents  a  share,  vs.  37 
cents  a  year  ago.  Its  stock,  which  sold 
in  the  low  60s  a  few  years  back,  re- 
cently languished  around  11.  For  in- 
vestors, this  has  meant  a  paper  loss 
of  $850  million. 

What  hit  Magnavox?  How  did  it 
fall  from  grace?  And  so  quickly? 

It  is  a  sad  story  of  confusing  busi- 
ness genius  with  business  formula. 

Magnavox  scarcely  existed  until 
moon-faced,  cocky  Frank  Freimann 
took  control  of  the  little  television 
maker  in  1950.  To  compete  against 
the  much  bigger  RCAs  and  GEs, 
Freimann  decided,  as  he  expressed  it, 
to  "put  character  into  the  market." 
By  this  he  meant  he  would  sell  high- 
quality,  premium-priced  console  tele- 
vision sets.  He  would  let  RCA  be 
Chevrolet;  he  would  be  Cadillac.  To 
enhance  the  quality  image,  Magnavox 
sold  directly  to  a  few  dealers  rather 
than  through  outside  distributors  to 
many  dealers.  Magnavox'  products 
sold  at  a  premium  price  and  the  deal- 
ers got  their  share. 

Part  of  the  time  Freimann  ran  the 
company  from  his  three-room  apart- 
ment in  New  York's  Hampshire  House. 
When  Freimann  did  venture  out  to 
the  corporate  office  in  Ft.  Wayne,  Ind. 
it  was  most  often  to  attend  heavily 
coffeed  committee  meetings.  The  com- 
pany was  simply  the  lengthened  shad- 
ow of  Frank  Freimann. 

Freimann  died  in  1968.  Robert  H. 
Piatt,  53,  a  former  General  Electric 
Credit  Corp.  officer,  was  the  man 
Freimann  picked  as  his  successor. 
Piatt  apparently  assumed  that  Frei- 
mann's  concept  would  outlive  its  cre- 


ator. He  pretty  much  left  the  T\' 
business  as  he  found  it.  He  concen- 
trated on  acquiring  other  businesses. 
Piatt  bought  companies  that  made 
such  things  as  band  instruments,  fur- 
niture and  floor  coverings  for  mobile 
homes.  Piatt  reasoned  that  no  mat- 
ter how  well  the  company  did  in  tele- 
vision it  was  still  subject  to  the  ups 
and  downs  of  the  economy.  He  would, 
therefore,  strengthen  Freimann's  foim- 
dation  with  diversification. 

Piatt's  diversification  moves  might 
have  been  justified  after  all  if  the 
newly  acquired  companies  had  offset 
the  unforeseen  losses  in  television. 
The  fact  is,  not  all  the  companies 
Magnavox  acquired  turned  out  to  be 
winners.  Specifically,  in  the  mid-Six- 
ties Piatt  negotiated  the  purchase  of 
four  furniture  companies  (which  have 
since  become  known  as  Consolidated). 
The  company  earned  little  money,  and 
earlier  this  year  Magnavox  sold  it  to 
Singer  for  $34  million  in  cash  and 
notes. 

By  1964  Magnavox  had  begun  mak- 
ing facsimile  products,  which  trans- 
mitted information  over  telephone 
lines  and  reproduced  the  information 
on  paper.  Lacking  a  proper  marketing 
organization,  the  venture  lost  more 
than  $1  million  a  year.  This  year 
Magnavox  sold  the  business,  writing 
off  a  $3-million  loss. 

While  the  diversification  was  com- 
ing apart,  Magnavox'  foundations  be- 
gan to  shake.  In  1971  and  1972,  the 
TV-set  business  was  booming  in  the 
U.S.;  manufacturers'  sales  to  dealers 
increased  14.5%  to  17  million  units. 
But  during  these  years  Magnavox' 
unit  sales  did  not  keep  pace. 

Piatt   realized   that    the   company's 
television  business  was  in  trouble.  In 
July   1971   he  had  to  reorganize  tlw 
company,    setting    up    three    specific- 
groups  that  reported  directly  to  hini: 
Consumer  Products  (television  and  hi 
fi  stereo  gear);  Home  Furnishings  & 
Music     (band     instruments,     mobile- 
trailer  equipment  and  furniture)   and 
Government  &  Industrial  (avionics  sys 
tems  and  communications  equipment) 
Then  in  October   1972  Piatt   had  to 
take  over  the  Consumer  Products  di 
vision  himself.   But  to  tell   him  wlmt 
was  wrong  and  what  options  he  had 
Piatt  hired  McKinsey  &  Co.  and  Arthur 
D.   Little.   Piatt  also  fired  or  offered 
early  retirement  to  several  top  execn 
tives,  replacing  them  with  executives 
from  outside  of  Magnavox. 
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"I  don't  say  this  with  any  kind  of 
pride,"  says  Piatt.  "But  of  the  nine 
men  that  originally  reported  to  me, 
only  two  are  left,  and  only  one  of 
them  is  in  the  same  job." 

Why  the  shake-up?  Explains  Bob 
Piatt:  "We  lacked  the  flexibility  to 
adjust  to  the  new  circumstances  that 
were  prevailing  in  the  market."  Trans- 
lation: Magnavox  missed  every  new 
marketing  innovation. 

Magnavox  stuck  with  the  Freimann 
formula.  That  is,  it  expanded  its  TV 
line  by  packaging  its  sets  in  the  latest 
furniture  styles.  The  same  set  could 
be  bought  in  Early  American,  French 
Provincial  or,  the  most  popular,  Med- 
iterranean cabinets.  The  theory  was 
that  the  consumer  would  eagerly  buy, 
and  pay  more  for,  a  television  set 
that  was  also  a  highly  styled  piece 
of  furniture.  The  trouble  was  that  this 
segment  of  the  market  was  shrinking 
while  Magnavox  expanded  its  line. 

In  the  meantime,  Magnavox  missed 
what  has  turned  out  to  be  the  most 
important  development  in  the  indus- 
try's recent  history:  the  switch  to  all- 
solid-state  sets.  As  early  as  1967  Mo- 
torola replaced  the  old  vacuum  tubes 
with  solid  state  circuit  boards,  which 
make  sets  more  reliable,  easier  to  re- 
pair, supposedly  longer  lasting  and 
more  compact.  Zenith  and  RCA  made 
the  switch  in  1970.  Piatt  did  not  de- 
cide to  make  the  switch  until  mid- 
1972,  and  only  after  his  dealers  be- 
gan to  defect  to  the  competition. 

"We  didn't  lose  a  single  dealer," 
argues  Piatt.  But  he  concedes:  "They 
kill  you  by  cherry-picking.  What  they 
do  is  cut  their  orders  by  10%  or  15%." 

In  the  spring  of  1972  Piatt  told  his 
dealers  that  the  company  would  have 
several  all-solid-state  models  in  the 
high-end  1972  line,  its  hot-selling  25- 


inch  console  models.  Orders  flowed 
into  the  company,  but  it  could  not 
meet  the  demand,  partly  because  it 
misjudged  the  market  and  partly  be- 
cause of  production  foulups.  For  ex- 
ample, dealers  wanted  sets  with  re- 
mote-control units,  but  early  in  the 
production  run  Magnavox  made  only 
nonremote  sets.  Also,  Magnavox  had 
some  problems  engineering  and  as- 
sembling the  remote  units,  which  con- 
tained parts  made  both  in  the  U.S. 
and  Japan.  By  the  time  Magnavox 
got  the  problems  solved,  the  fall  and 
Christmas  buying  seasons  were  over 
and  the  dealers  no  longer  wanted  the 
sets.  The  result:  By  the  end  of  the 
year  Magnavox'  inventory  of  finished 
goods  climbed  to  $76  million,  a  68% 
increase  over  the  previous  year.  Now 
Magnavox  is  having  to  sell  these  re- 
mote-control television  sets  at  clear- 
ance prices. 

That's  not  all  that  happened,  how- 
ever. To  finance  the  additional  manu- 
facturing operation  that  was  neces- 
sary for  the  crash  changeover  (which 
included  hiring  2,500  new  employees), 
Magnavox  had  to  borrow  $55  million 
in  short-term  bank  loans. 

There  is  another  major  technologi- 
cal innovation  that  Magnavox  missed. 
In  trade  jargon  it  is  simply  called  a 
brighter  picture  tube,  such  as  Zenith's 
Chromacolor.  Because  Zenith  had  the 
best  picture  tube  in  the  industry, 
it  was  able  to  obtain  record  sales  even 
though  it,  too,  was  somewhat  late  in 
switching  to  all-solid-state  sets. 
Around  the  same  time,  the  Japanese 
invaded  the  U.S.  with  a  superior  pic- 
ture tube  in  the  portable  lines. 

O.K.  Corral 

Ask  any  Magnavox  dealer  what 
really  hurt  him  last  year  and  he'll  tell 
you:  "good  portables."  Portables  and 
table  units  now  account  for  65%  of  the 
color  television  market,  but  a  smaller 
percentage  of  Magnavox'  unit  sales  vol- 
ume. Just  as  Freimann  did  in  the 
black-and-white  market,  Piatt  stuck 
to  concentrating  on  the  big  consoles 
and  offered  the  consumers  only  a  few 
portables.  Freimann,  of  course,  did 
not  believe  in  portables.  He  was  in- 
terested in  the  high  end  of  the  market, 
and  portables  were  primarily  a  price 
product.  At  first  Magnavox  did  not 
suffer  from  lack  of  portables.  In  the 
early  days  of  color,  the  business  was 
mostly  in  high-priced  sets,  and  Mag- 
navox' consoles  were  a  natural.  But 
when  the  color  market,  too,  swung  to 
portables,  Magnavox  was  in  trouble. 
"We  paid,"  Piatt  says  sadly,  "too  much 
attention  to  the  higher  end  of  the 
market." 

In  its  crash  effort  to  catch  up  last 
year,  Magnavox  stumbled  badly.  It 
brought  out  an  18-inch  color  portable 


for  only  $299.  The  sets  worked  badly, 
and  the  model  is  now  off  the  market. 
Now  Magnavox  has  brought  out  17- 
inch  and  19-inch  all-solid-state  porta- 
bles, but  the  recommended  price  tag 
is  $399,  not  $299  for  the  17-inch  set. 

The  old  Freimann  marketing  system 
has  been  in  trouble,  too.  Traditional- 
ly, Magnavox  made  certain  demands 
on  its  dealers.  They  were  expected  to 
buy  and  stock  full  lines  of  the  com- 
pany's television  and  hi-fi  stereo  gear, 
not  just  selected  models.  They  were 
expected  to  display  them  spaciously 
on  a  carpeted  showroom  floor.  They 
were  required  to  sell  them  for  the 
exact  "fair-traded"  price  listed  in  the 
sales  material.  These  demands  were 
acceptable  so  long  as  Magnavox  prod- 
ucts sold  well.  But  when  the  tide 
turned,  dealers  began  to  diop  Mag- 
navox. One  specific  case:  Chicago's 
prestigious  Marshall  Field.  Finally, 
Magnavox'  "fair-traded"  pricing  poli- 
cies ran  afoul  of  the  Federal  Gov- 
ernment. During  the  past  two  years 
the  company  has  been  forbidden  to 
dictate  prices  in  the  14  states  that  do 
not  have  fair-trade  laws.  (Beginning 
this  July,  however,  it  can  "suggest" 
retail  prices  in  non-fair-trade  states.) 

Reluctantly,  Piatt  has  been  chang- 
ing the  old  Freimann  marketing  rules. 
Now  dealers  can,  if  they  wish,  stock 
only  the  fast-selling  products. 

Piatt  recently  herded  all  of  the  com- 
pany's dealers  to  Las  Vegas  for  a  pep 
talk.  Part  of  his  message  was  that  this 
year  the  company  will  spend  $9  mil- 
lion on  national  advertising,  double 
the  amount  spent  last  year,  Magnavox 
will  sponsor  several  TV  specials,  most 
notably  a  November  Frank  Sinatra 
show.  Most  interesting  to  the  dealers 
was  the  company's  decision  to  award 
sizable  bonuses  to  those  who  surpass 
their  past  records.  For  example,  a 
dealer  who  surpasses  his  base  pur- 
chase volume  of  $750,000  by  25%  can 
earn  a  bonus  of  $39,375. 

Quite  probably.  Bob  Piatt  has  avert- 
ed total  disaster.  He  feels  the  slide 
has  been  arrested  and  he  plans  to  be- 
gin serious  talks  to  find  a  merger  part- 
ner; his  experiei.ce  of  the  past  few 
years  has  confirmed  his  belief  in  the 
virtues  of  diversification. 

But  what  kind  of  a  merger  can 
Magnavox  make  now?  With  its  stock 
down  from  60  to  11,  the  company 
lacks  the  purchasing  power  to  make 
a  favorable  deal.  Nor  does  the  Mag- 
navox name  any  longer  have  magic. 
In  any  truly  major  merger,  Magnavox 
itself  would  probably  be  the  swal- 
lowed rather  dian  the  swallower. 

Under  Bob  Piatt,  Magnavox  tried 
to  follow  Frank  Freimann 's  formula 
without  Freimann's  vision,  his  feel  for 
the  market.  No  man  can  manage  from 
beyond  the  grave.  ■ 
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P&G/West 


C/orox  Co.  is  working  fiard 

at  becoming  a  second  Procter  &  Gamble. 


In  its  fight  to  make  Procter  &  Gam- 
ble spin  oflF  its  Clorox  acquisition,  the 
Federal  Trade  Commission  missed 
one  argument:  It  should  have  told 
the  Supreme  Court  that  an  indepen- 
dent Clorox,  managed  by  P&G  alumni, 
could  increase  competition  by  itself 
becoming  a  little  P&G. 

Look  what's  happened  in  just  six 
years.  In  fiscal  1968,  its  first  post- 
divestiture  year,  Clorox  made  $11.4 
million  on  sales  of  $85.9  million.  All 
this  from  a  single  product,  Clorox 
liquid  household  bleach,  and  that 
product  coming  under  heavy  attack  by 
the  big  soapers'  new  enzyme-rein- 
forced detergents.  Clorox  President 
Robert  B.  Shetterly,  a  32-year  P&G 
veteran,  recalls  it  as  a  time  to  be 
nervous— but  not  scared. 

Today  Shetterly  and  his  associates 
are  neither  nervous  nor  scared.  For 
fiscal  1973  (ended  June  30),  Clorox 
is  expected  to  report  over  $400  mil- 
lion sales  and  net  of  about  $27  mil- 
lion. The  threatening  enzyme  deter- 
gents are  dead.   Clorox  bleach  sales 


and  market  share  are  at  record  levels. 
Another  13  consumer  products  are  in 
national  or  near-national  distribution, 
and  over  20  more,  all  internally  de- 
veloped, are  nearly  ready  for  test- 
marketing. 

Predictably,  profit  margins  have 
sunk,  from  13.3%  in  1968  to  about 
6.7%  in  1973.  For  one  thing,  liquid 
bleach  is  a  smaller  part  of  Clorox— 
about  a  foiirth  of  sales  and  half  of 
earnings— and  it's  tough  to  find  prod- 
ucts as  profitable  as  Clorox  liquid 
bleach:  It  is  94.75%  water  and  only 
5.25%  sodium  hypochlorite  (a  cheap 
bulk  chemical),  yet  commands  a  pre- 
mium price  in  tiie  supermarket.  For 
another,  Clorox  had  to  crank  up  a 
new-product-development  program  al- 
most from  scratch.  Despite  all  this, 
Clorox  is  near  P&G  in  profitability: 
That  6.7%  profit  margin,  for  example, 
compares  with  P&G's  7.9%. 

So  it  was  small  wonder  that  in- 
vestors, hungry  for  a  growiii  stock 
not  built  on  accounting  tricks,  bid 
Clorox  stock  up  to  a  high  of  53  early 


this  year,  42  times  expected  earnings. 
The  euphoria  passed,  and  now  Clorox 
trades  around  26,  where  it  remains  a 
favorite  of  many  analysts  with  its  re- 
spectable 20  to  21  P/E  ratio. 

In  building  his  Oakland,  Calif, 
company,  Shetterly 's  simple  rule  is: 
Manage  like  P&G  whenever  possible, 
but  don't  knock  heads  wdth  P&G  and 
the  other  giants  on  volume  products. 
This  niche-filling  approach  has  posi- 
tioned the  company  in  three  areas: 
nonfood  household  products  like  Clor- 
ox bleaches,  Jifoam  oven  cleaner  and 
Litter  Green  cat  litter;  specialty  food 
items— "B  in  B"  canned  mushrooms. 
Prime  Choice  steak  sauce.  Kitchen 
Bouquet  gravy  flavoring;  and  institu- 
tional food  industry  products. 

The  market  for  many  of  these  is 
too  small  to  tempt  the  giants,  but 
they  offer  high  margins  and  growth 
potential  to  Clorox.  For  example,  soon 
after  acquiring  Liquid-plumr  drain 
opener,  Clorox  marketers  raised  its 
pretax  margin  from  10%  to  25%  and 
pushed  its  sales  ahead  of  Drano,  long 
the  market  leader.  Again,  under  Clor- 
ox control,  Formula  409  spray  cleaner 
overtook  sales  leader  Fantastik,  and 
Clorox  2,  the  internally  developed 
nonchlorine  dry  bleach,  captvired  first 
place  from  Snowy  in  a  few  months. 

How   does   Clorox   do   it?   By   the 


Business  Risk— and  Reward 


There  are  risks,  but  auto  pollution  controls  offer  a 
dazzling  new  market  for  the  Free  World's  largest  platinum  producer. 


When  William  D.  Ruckelshaus,  then 
Environmental  Protection  Agency 
chief,  decreed  a  few  weeks  ago  that 
the  U.S.  auto  industry  could  solve  at 
least  part  of  its  emissions  problems 
with  the  catalytic  converter,  he  prob- 
ably hadn't  the  slightest  idea  that  it 
was  a  South  African  named  Sir  Al- 
bert Robinson  and  a  company  named 
Rustenburg  Platinum  that  had  made 
his  decision  possible. 

The  U.S.,  of  course,  produces  prac- 
tically no  platinum  of  its  own,  and 
Rustenburg,  which  Robinson  heads, 
is  the  Free  World's  largest  producer. 
What  Rustenburg  did,  at  a  time  when 
most  automen  thought  base-metal  cat- 
alysts would  solve  the  emissions  prob- 
lem, was  to  make  clear  that  there  was 
plenty  of  platinum  around.  Through 
Engelhard  Minerals  &  Chemicals,  it 
agreed  to  provide  the  Ford  Motor  Co. 
with  as  much  platinum  as  it  might 
need  for  its  emissions  controls— as 
much  as  500,000  ounces  a  year  worth, 
at  current  prices,  close  to  $80  million. 
"We  made  it  abundantly  clear,"  says 


Robinson,  "that  platinum  was  avail- 
able in  unlimited  quantities  and  on 
reasonable  terms,  and  as  a  result  all 
those  people— Universal  Oil  Products, 
Johnson  Matthey,  Matthey  Bishop, 
Grace— concentrated  on  the  use  of 
platinum-based  catalysts." 

The  risks,  however,  were  consid- 
erable. At  the  time,  500,000  ounces 
was  50%  of  Rustenburg's  capacity.  So 
to  meet  Ford's  needs  for  the  1975  mod- 
el year,  Rustenburg  would  have  to  ex- 
pand—with no  financial  guarantees 
from  Ford,  which  would  be  free  to 
cancel  without  penalty  at  any  time. 
"That  unconditional  offer,"  says  Rob- 
inson, "was  considered  a  reasonable 
and  essential  business  risk." 

But  in  one  sense,  Rustenburg  could 
hardly  have  taken  it  at  a  less  fortui- 
tous time.  True,  platinum  sales  in  the 
late  Sixties  had  been  growing  at  some- 
thing like  16%  annually,  more  than 
doubling  Rustenburg's  earnings  in 
five  years,  so  that  by  1970  it  was  mak- 
ing close  to  $50  million  on  something 
like  $130  million  in  sales.  But  plati- 


num's main  markets  are  the  basic  oil, 
glass,  textile  and  chemical  industries. 
So  when  the  U.S.  economy  moved 
into  a  recession  in  1971,  demand  col- 
lapsed overnight,  and  Rustenburg's 
net  dropped  42%  on  a  production  cut- 
back of  50%  or  more. 

These  days  platinum  demand  is 
brisk  again,  and  with  the  automotive 
market  promising  the  biggest  boom 
in    history,     Rustenburg    is    moving 
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Money  /Machine.  Big  profits  from 
Clorox  bleach  have  fueled  the 
rapid  growth  of  Clorox  Co.,  which 
has,  over  the  past  six  years,  made  ten 
acquisitions,  five  in  the  last  1  2  months. 


same  individual  brand  management, 
careful  testing,  strong  advertising 
campaigns  and  top-quality  standards 
as  P&G  uses.  This  is  no  surprise,  for 
when  Clorox  was  spun  off,  Shetterly 
and  11  other  P&G  executives  on  loan 
to  the  company  stayed  on.  Shetterly 
has  recruited  dozens  more  of  P&G 
grads  since,  and  even  the  non-P&G 
recruits  have  been  of  the  same  mold: 
orderly,  meticulous,  team-oriented. 
When  the  respected  head  of  its  suc- 
cessful Food  Service  Industries  Prod- 
ucts division  proved  too  entrepreneu- 
rial to  conform  to  this  management 
style,  Shetterly  quickly  replaced  him 
with  someone  who  did. 

In  one  important  respect  Clorox 
differs  from  P&G:  It  sells  through 
brokers  instead  of  a  house  sales  force 
with  its  built-in  high  turnover.  Says 
Shetterly,  "We'd  rather  have  our 
managers  concentrate  on  selling  goods 
than  recruiting  salesmen. 

But  he  follows  the  P&G  line  in 
recruiting  and  training  MBAs.  He  is 
confident  that,  in  five  years,  he  has 
built  a  top-notch  lower  and  middle 
management  corps.  But  he's  still  short 
of  senior  people:  "That's  why  we  have 
slowed  down  in  our  rate  of  acquisi- 
tion." He  would  still  like  to  make  more 
acquisitions,  but  he  knows  that  even- 
tually  the   FTC   or   the   Justice   De- 


partment will  object.  So  Shetterly  is 
pushing  hard  "to  develop  an  ever- 
increasing  R&D  capability." 

From  a  three-man  operation  five 
years  ago,  Clorox  research  now  em- 
ploys more  than  100  people  and 
spends  upward  of  $2.5  million  a 
year.  "In  general,"  says  Shetterly,  "we 
don't  believe  in  introducing  a  new 
product  unless  it  is  superior  or  at 
least  distinctive.  This  competitive 
world  is  dijfficult  enough  without  try- 
ing to  come  in  with  a  me-too  product." 

He  speaks  from  sad  experience. 
Clorox'  409  aerosol  bathroom  cleaner 
flopped  against  Lysol  and  Dow  prod- 
ucts and  had  to  be  withdrawn  and 
reformulated.  It  was  even  more  hu- 
miliating when  Clorox  disinfectant 
cleaner,  the  first  nonbleach  product 
to  bear  the  Clorox  name,  turned  in 
what  Shetterly  concedes  were  "medio- 
cre" test  results  against  Lysol  and 
Pinesol. 

Still,  Clorox  has  already  passed,  in 
sales  and  earnings,  rival  Los  Angeles- 
based  Purex  Corp.,  whose  Purex 
liquid  bleach  may  have  slipped  to 
8%  to  10%  of  the  market,  vs.  about  50% 
for  Clorox.  Shetterly  is  convinced  his 
strategy  of  using  P&G  tactics  on  non- 
P&G  market  segments  will  pay  off 
in  profitable  growth.  So  far,  he's  do- 
ing fine.  ■ 


ahead  with  a  $135-million  expansion 
program.  The  risks  are  not  as  great  as 
they  seem.  Rustenburg  is  merely  com- 
pleting an  expansion  begun  four  years 
ago  in  anticipation  of  an  industrial 
demand  that  never  materialized,  and 
any  expansion  it  may  undertake  in  ad-, 
dition  to  the  Ford  contract— for  Toyota, 
for  instance— will  be  done  at  a  consid- 
erably reduced  risk.  "After  that  pio- 
neering Ford  contract,"  Robinson  says, 
"we  made  it  clear  that  any  further 
contracts  would  require  back-to-back 
financial  arrangements." 

If  Robinson  sounds  jumpy,  the  rea- 
son is  that  platinum  is  an  essentially 
volatile  commodity  (the  free  market 
price  has  ranged  in  recent  years  be- 
tween $100  and  $294  an  ounce,  $150 
currently,  as  against  a  producers'  price 
of  $158).  Like  gold  or  lead,  platinum 
can  be  used  over  and  over  again. 
Thus,  secondary  platinum  always  over- 
hangs the  market,  threatening  its  price 
structiu-e;  and  so  do  the  Russians,  the 
world's  largest  producers,  who  peri- 
odically unload  their  output  in  the 
West  in  pursuit  of  foreign  exchange. 

Then,  too,  because  of  platinum's 
extraordinarily  high  price— until  re- 
cently, three  to  four  times  the  price 
of  gold— consumers  have  plenty  of  in- 
centive to  find  lower  cost  substitutes 
or  at  least  ways  of  using  less.  Thus, 


technological  change  can  send  the 
market  reeling— something  that  could 
happen  in  the  new  auto  market. 

Luckily,  the  new  emissions  controls 
here  aren't  the  only  thing  going  for 
platinum.  For  example,  the  need  for 
lead-free  gasoline  should  spur  oil  in- 
dustry demand.  Japan  and  Europe  will 
probably  follow  the  U.S.  in  imposing 
emissions  control  standards.  And  with 
hydrocarbon  and  carbon  monoxide 
emissions  presumably  under  control, 
the  industry  now  faces  the  problem  of 
controlling  nitrous  oxide  emissions,  and 
that  could  open  another  new  market. 


A/l  That  Glisters . . . 


Want  to  buy  a  share  of  Rustenburg 
Platinum?  Well,  you  can't.  But  you 
can  buy  shares— American  Depository 
Receipts  anyway— in  Johannesburg 
Consolidated  Investment,  which  man- 
ages Rustenburg,  but  doesn't  own  a 
single  share  in  it.  Or  you  can  buy 
shares  in  Potgietersrust  Platinums, 
which  owns  32.9%;  Waterval  (Rus- 
tenburg) Platinum,  which  owns  29.8%; 
and  Union  Platinum,  which  owns 
37.3%.  All  three  of  these  companies, 
which  pooled  their  platinum  proper- 
ties over  the  years  to  form  Rustenburg, 
derive  virtually  all  their  income  from 


"If  all  the  automobile  contracts 
were  canceled,"  Robinson  says,  "we 
could  compete  for  a  larger  share  of 
the  industrial  market,  and  it  wouldn't 
leave  us  with  such  a  large  margin  of 
excess  capacity  we  couldn't  stockpile 
on  a  modest  basis.  As  it  is,  we  can 
stop  tomorrow  or  at  any  time  in  the 
next  2M  years  without  any  undue 
hardships  to  our  stockholders." 

And  the  rewards?  Well,  even  in  a 
bad  year  like  1971,  Rustenburg  man- 
aged to  earn  before  taxes  20%  or  so 
on  its  capital.  And  in  a  good  year  like 
1970?  Over  45%.  ■ 


Rustenburg  dividends.  Johannesburg 
Consolidated  runs  Potgietersrust  and 
owns  a  big  block  of  Union. 

Until  recently,  Rustenburg  pro- 
duced two-thirds  of  the  Free  World's 
platinum,  with  the  rest  coming  from 
International  Nickel  on  a  by-product 
basis.  But  there  is  now  a  new  compa- 
ny, Impala  Platinum,  administered  by 
Union  Corp.,  which  has  just  come  in- 
to production.  Britain's  Johnson  Mat- 
they  refines  and  markets  all  of  Rusten- 
burg's  output,  while  the  U.S.'  Engel- 
hard Minerals  &  Chemicals  is  the 
world's  largest  fabricator. 
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Avon  Products: 
Is  its 

beauty  only 
skin-deep? 

Avon  Products  is  one  of  the  last  of 
the  cult  stocks,  the  elites,  the  vestal 
virgins,  one  of  a  handful  of  stocks 
still  rating  P/  Es  of  50  and  better. 

Avon  is  not  a  truly  big  company. 
It  consists,  basically,  of  a  large  sales 
network  and  a  relatively  few  small 
factories  and  warehouses.  Its  assets 
(about  $600  million)  were  too  small 
to  make  Forbes'  list  of  the  500  big- 
gest companies  by  assets  {May  15). 
In  sales  it  ranked  only  204th  among 
500;  in  profits  it  was  56th. 

But  it  is  in  market  value  where 
Avon  is  truly  a  giant.  At  recent 
prices,  Avon's  58  million  shares  had 
a  combined  market  value  of  $8  billion 
—more  than  that  of  the  entire  steel  or 
airhnes   industries    (Forbes,   Jan.   J). 

At  the  beginning  of  1973  the  in- 
stitutions, the  people  who  can  ar- 
bitrarily make  or  break  a  stock  today, 
owned  56%  of  Avon.  Add  to  this  the 
holdings  of  the  founding  family,  the 
directors  and  their  trusts,  and  of  ex- 
ecutives, and  you  have  nearly  70%  of 
the  stock  outside  of  public  hands. 
Morgan  Guaranty  alone  holds  more 
than  $650  million  in  Avon  stocks. 

Great  Oaks 

So  much  for  Avon's  stock— and  for 
the  fanatical  devotion  that  keeps  the 
price  high.  But  what  are  the  under- 
lying realities?  What  kind  of  company 
is  Avon?  Do  its  prospects  live  up  to 
the  price  that  Wall  Street  puts  on  it? 

These  are  not  academic  questions. 
Avon's  earnings-per-share  growth  has 
declined  gradually  from  an  average 
of  22%  a  year  between  1958  and 
1962  to  an  average  of  14%  between 
1968  and  1972.  Yet  Avon's  P/E  multi- 
ple has  continued  to  climb  {see 
chart).  Avon's  market  price  is  nearly 
20  times  its  book  value  of  less  than 
$7  a  share.  That  works  out  to  a  stag- 
gering $7.5  billion  difference,  a  dif- 
ference that  is  Wall  Street's  expres- 
sion of  faith  in  Avon's  future. 

It  is  hard  to  justify  such  a  premium 
except  by  the  wildest  faith  in  the 
future.  This  is  not  to  say  that  Avon 
is  any  Levitz  Furniture.  Unlike 
Levitz,  Litton,  H&R  Block  and  other 
pseudo-growth  stocks,  Avon  has  a 
stranglehold,  a  near  monopoly,  on  a 
valuable  segment  of  a  rich  market. 

Avon  has  between  80%  and  90%  of 
the   domestic   direct   sales   market   in 


beauty  products.  It  has  no  significant 
competitor,  none  with  more  than  3% 
or  4%  of  the  door-to-door  market.  This 
despite  the  fact  that  its  would-be 
rivals  include  divisions  of  companies 
like  Bristol-Myers  (Luzier),  Consoli- 
dated Foods  (Fuller  Brush),  Dart 
Industries  (Van da  Beauty  Counsel- 
or), Avon's  most  potent  competitor 
is  small,  independent  Mary  Kay  Cos- 
metics of  Dallas.  But  Mary  Kay  is  less 
than  one-fiftieth  Avon's  size,  world- 
wide {see  box,  p.  26). 

One  of  the  beauties  of  this  situa- 
tion is  that  Avon  does  not  look  like  a 
monopoly.  It  has  only  about  20%  of 
the  overall  U.S.'  $5-bilhon  cosmetics 
market.  Thus  it  is  not  a  handy  target 
for  the  trustbusters. 

The  Door  Opener 

To  understand  why  all  this  may 
not  be  as  fruitful  in  the  future  as  in 
the  past,  it  is  necessary  to  go  back 
into  Avon's  history.  It  was  not  al- 
ways a  growth  company.  Circum- 
stance made  it  so. 

Avon  Products  began  in  a  New 
York  City  loft  in  1886  as  the  Cali- 
fornia Perfume  Co.  Its  founder,  David 
H.  McConnell,  had  been  a  door-to- 
door  book  salesman.  McConnell  hit 
on  the  idea  of  making  up  small  vials 
of  perfume,  which  he  gave  to  house- 
wives willing  to  listen  to  his  pitch. 
He  found  that  the  women  were  more 
interested  in  the  perfume  than  the 
pitch.  McConnell  decided  to  go  into 
the  perfume  business.  He  chose  the 
name  California  Perfume  Co.  because 
it  evoked  the  image  of  the  clean, 
fresh  air  of  California  (California  had 
clean,  fresh  air  in  1886).  The  name 
was  not  finally  changed  to  Avon  Prod- 
ucts until  1950. 

McConnell  gave  a  sample  case  to 
one  of  his  employees,  Mrs.  P.F.E. 
Albee,  who  was  the  first  Avon  lady. 
She  was  50  years  old  at  that  time. 
She  died  in  relative  obscurity  in  1914. 
Mrs.  Albee  developed  the  selling  net- 
work that  has  been  the  backbone  of 
Avon  ever  since.  She  made  door-to- 
door  selling  respectable.  Unlike  many 
door-to-door  salesmen,  the  Avon  lady 
was  considered  neither  a  drifter  nor 
a  pest.  She  was  a  neighbor  come 
calling. 

The  typical  Avon  lady  is  middle- 
class  in  outlook  but  not  necessarily 
in  income;  her  husband  earns  be- 
tween $6,000  and  $10,000  a  year,  and 
she  adds  only  a  pittance  to  this.  Door- 
to-door  selling  makes  Avon  rich.  It 
makes  its  executives  rich.  Vice  Chair- 
man and  Chief  Executive  Officer 
Fred  G.  Fusee  earned  $387,000  and 
stock  options  in  1972.  But  its  sales 
people  earn  chiefly  psychic  satisfac- 
tion {see  box,  p.  24). 

Avon    makes    it    plain    to    its    rep- 


Avon  has  found  ihe  going  tough  in 
Japan— a  market  where  it  has 
had  high  hopes. 


resentatives  that  they  are  not  em- 
ployees of  the  company,  but  are  "in- 
dependent businesswomen"  who  make 
their  own  hours.  They  get  no  salary, 
no  health  insurance  and  no  pension 
benefits.  They  are  paid  a  flat  com- 
mission based  on  sales.  Sales  of  $100 
or  more  (retail)  generate  a  40%  com- 
mission. Sales  of  less  than  $100  are 
paid  only  25%. 

The  typical  Avon  lady  puts  in  about 
15  hours  a  week  at  her  job.  Last  year 
she  averaged  retail  sales  of  about 
$3,650-ix)ughly  $140  for  each  two- 
week  campaign.  That  would  bring  her 
about  $1,460  in  commissions.  On  an 
hourly  basis  she  made  somewhat  less 
than  $2— and  without  any  fringe  ben- 
efits at  all. 

For  this  small  reward,  the  Avon 
lady  is  more  than  a  salesperson.  She 
is  Avon's  distribution  system.  She 
writes  the  order  and  collects  the  mon- 
ey. The  order  is  delivered  to  her,  and 
it  is  up  to  the  saleslady  to  carry  it  to 
the  customer  and  collect  payment. 
(The  delivery  gives  her  a  ready-made 
opportunity  to  make  another  pitch 
and  to  write  a  fresh  order. ) 

The  whole  system  is  broken  down 
into  26  two-week  selling  campaigns, 
roughly  coinciding  with  the  cycle  of 
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sales-delivery-and-reorder.  Each  sales- 
woman thus  has  the  prospect  of  26 
different  passes  at  each  customer. 

Naturally,  turnover  is  high— about 
126%  last  year.  Once  recruited,  the 
fledgling  representative  pays  $10  for 
the  privilege  and  is  assigned  the  ter- 
ritory she  lives  in.  This  is  the  major 
difference  between  Avon  and  most 
other  organizations  selling  cosmetics 
door-to-door.  Other  door-to-door  firms 
either  are  too  small  or  are  unable  to 
enforce  territories.  Avon,  by  and  large, 
protects  its  Avon  ladies  from  com- 
petition from  other  Avon  ladies. 

There  are  some  275,000  represen- 
tatives in  the  U.S.  and  Canada.  Over 
them  are  2,254  district  managers,  vir- 
tually all  women.  Each  supervises  100 
to  150  Avon  ladies.  The  district  man- 
agers make  an  average  of  $14,000  a 
year  in  salary  and  commissions,  for 
which  they  labor  about  60  hours  a 
week  on  recruiting,  training  and  paper 
work.  They  are  usually  in  their  mid- 
30s,  and  are  or  have  been  married. 
Many  are  divorced.  A  former  Avon  ex- 
ecutive describes  the  typical  district 
manager:  "She  has  a  strong  personal- 
ity and  is  a  very  forceful  person." 

On  top  of  the  district  managers  are 
111  division  managers,  some  22  of 
them  women,  who  get  a  salary  and  a 
bonus  based  on  the  average  sales  in- 
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crease  for  the  districts  under  their  su- 
pei-vision.  Above  the  division  level  are 
distribution  points  called  branches. 
Branch  general  managers  get  basic 
salaries  of  about  $50,000  plus  bo- 
nuses. Some  get  stock  options  as  well. 

Thanks  to  this  low-cost  army  of 
salespeople,  Avon  profits  handsomely. 
Where  it  does  its  own  manufacturing, 
its  gross  margins  (before  advertising 
and  overhead)  probably  run  up  to 
70%  on  the  list  price.  Of  the  other 
30%,  packaging  is  the  biggest  single 
cost.  One  estimate  puts  the  cost  of 
the  ingredients  in  a  lipstick  at  5 
cents,  with  35  cents  going  for  the 
package.  The  lipstick  would  then 
sell  for  between  $1.50  and  $3. 

Imaginative  packaging  has  become 
an  Avon  hallmark.  The  company  has 
spent  millions  on  containers  shaped 
like  cars,  space  capsules,  animals  and 
the  like  {see  cartoon,  p.  22)  to 
lessen  initial  sales  resistance.  And  just 
to  make  sure,  in  each  of  the  26  yearly 
campaigns,  several  items  are  dis- 
counted by  up  to  50%  off  "list";  all 
told,  these  "specials"  account  for 
about  three-fourths  of  all  unit  sales. 
But  even  at  a  50%  discount,  Avon 
makes  out  very  nicely.  Last  year, 
Avon's  overall  operating  profit  margin 
was  about  27%.  Its  return  on  capital 
last  year  was  39%.  Take  out  some 
$100   million   or   so   in   surplus   cash 


"May  I  relieve  the  dull  monotony 
of  your  dreary  day  by  selling  you 
attractively  packaged  cosmetics 
which  will  improve  your  appear- 
ance, my  pocketbook,  our  humdrum 
lives  and  keep  Avon  Products  a 
zingy-dingy  growth  stock  whose 
management  is  nearly  all  male?" 


that  Avon  holds,  and  the  return  on 
capital  actually  employed  in  the  busi- 
ness is  over  50%. 

High  gross  margins  are,  of  course, 
the  rule  in  cosmetics.  Where  Avon 
has  a  big  advantage  is  that  its  mar- 
keting costs  are  so  much  lower  than 
competitors'.  The  commissions,  ranging 
between  25%  and  40%  for  its  sales- 
ladies, form  the  bulk  of  Avon's  mar- 
keting costs.  Revlon,  by  contrast,  gives 
the  retailer  40%  and  pays  on  top  of 
this  salaries  and  commissions  for  its 
salespeople  and  demonstrators  and 
for  free  samples.  Above  all,  Avon 
spends  much  less  on  advertising.  In 
1972  Avon  spent  1.7%  of  sales  on 
media  advertising.  Revlon  spent  10.6%. 

Avon  keeps  its  advertising  costs 
low  by  rarely  pioneering  in  new 
products— where  both  advertising  cost 
and  risk  are  high.  In  fact,  Avon 
rarely  advertises  specific  products  at 
all,  preferring  to  emphasize  simplicity, 
wholesome  good  grooming  and  the 
Avon  name.  While  others  appeal  to 
the  rich  and  sophisticated,  Avon  ap- 
peals to  the  Great  American  Middle 
Class.   Others  offer  $40  creams  that 
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will  erase  50-year-old  wrinkles.  Avon 
acKertises  the  friendliness  of  the  Avon 
ladies.  Others  offer  perfumes  with 
exotic,  sexual  names  like  My  Sin  and 
Tabu.  Avon  offers  wistful  names  like 
Moonwind  and  Honeysuckle. 

Sex  in  selling  was  taboo  at  Avon 
until  1968,  when  the  copy  depart- 
ment came  up  with  its  plan  for  a  new 
fragrance  named  Charisma.  Top  man- 
agement was  horrified,  says  John 
Riveroll,  who  was  then  the  product 
counselor  for  women's  fragrances.  The 
plan  was  to  portray  the  idea  of  a 
woman  who  was  the  epitome  of 
beauty,  femininity  and  sexuality— a 
woman  who  would  deservedly  have 
the  world  at  her  feet. 

"We  were  not  at  all  suggestive," 
says  Riveroll,  "but  we  were  contem- 
porary." Too  contemporary,  thought 
the  top  bosses;  but  after  some  per- 
suasion they  agreed  to  ask  for  their 
wives'  reaction.  "They  flipped  over  it," 
Riveroll  recalls.  Charisma  has  become 


one  of  Avon's  best  sellers. 

All  these  things  Avon's  big  institu- 
tional investors  know.  That  is  why 
they  are  willing  to  hold— and  even  to 
buy— Avon  stock  at  levels  that  are 
ridiculous  by  any  value  standards. 

Trouble  in  Paradise 

It  would  be  risky,  however,  to  as- 
sume that  there  remains  infinite  room 
for  growth  in  so  specialized  a  market. 
Just  consider  the  implications  of  pro- 
jecting Avon's  numbers  into  the  fu- 
ture: In  the  past  decade  Avon's  earn- 
ings have  grown  from  $25  million  to 
$125  million,  an  annual  compounded 
rate  of  17.5%.  If  this  rate  should  con- 
tinue, Avon  would  be  netting  over 
$600  million  a  year  by  1982,  and 
grossing  almost  $5  billion.  If  it  could 
achieve  these  figures,  Avon  would  be 
earning  somewhere  around  $11  a 
share  in  1982,  a  rate  of  profitability 
that  would  justify  the  recent  price  of 
$130  a  share. 


But  Avon's  chances  of  keeping  that 
pace  are  not  very  good. 

In  their  enthusiasm,  True  Believers 
overlook  signs  of  real  trouble  in 
Avon's  profit  paradise.  There  are  un- 
mistakable signs  of  maturation  in  the 
basic  market  and  of  only  limited  suc- 
cesses in  diversification  elsewhere. 

Avon's  explosive  growth  took  place 
after  World  War  II,  with  the  growth 
6i  disposable  income,  the  spread  of 
suburbanization  and  the  increase  in 
the  proportion  of  large  families  tend- 
ing to  keep  women  confined  to  their 
homes.  Prior  to  this,  Avon  was  just 
about  getting  by.  As  recently  as 
1946,  the  company's  sales  were  only 
$17  million— small  progress  indeed  for 
a  company  already  60  years  old.  The 
economic  and  sociological  trends  in 
the  late  Forties,  Fifties  and  Sixties 
were  just  right  for  Avon.  It  is  today 
a  $1  billion  (sales)  company. 

When  you  boil  it  all  down,  Avon's 
success  has  always  depended  on  the 


"How  about  a  new  shampoo  called  'Genii— for  the  light  brown  hair'  which  could 
come  packaged  in  an  attractive  bottle  replica  of  my  magic  Arabian  lamp." 
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Fred  Fusee,  a  chemist,  is  Avon's 
new  chief  executive.  Have  the  techno- 
crats taken  over  what  was  long 
a  sales-oriented  company? 


fettered  housewife  in  the  middle-class 
suburban  community.  Avon  depends 
on  her  as  a  customer:  Tied  to  her 
home  by  children,  by  housework  and 
by  lack  of  training,  she  had  time  to 
spare  when  the  Avon  lady  came  to 
call.  Avon  depends  on  the  fettered 
housewife  for  its  salespeople,  too:  Pre- 
vented by  household  duties  from  tak- 
ing a  ful)-time  job,  limited  as  well  in 
training  and  in  motivation,  she  found 
Avon  selling  one  of  the  few  means 
of  amusement  and  earnings  power 
open  to  her. 

Now,  however,  with  more  women 
than  ever  working,  Avon  ladies  are 
finding  fewer  women  at  home  when 
they  call.    . 

"It  is  getting  to  be  a  problem  for 
me,"  says  one  Avon  representative.  "I 
used  to  go  out  in  the  morning  and  be 
done  with  it.  But  now  I  am  getting 
some  regular  customers  who  are 
working.  I  have  to  wait  till  5  p.m.  to 
visit  them  and  it  cuts  into  my  day." 


At  the  same  time,  more  and  more  po- 
tential salesladies  are  finding  other 
work  more  profitable  and  satisfying. 

As  a  result  of  all  these  changes,  and 
the  inevitable  effect  of  a  much  in- 
creased sales  base,  Avon's  domestic 
sales  growth  began  to  slacken.  Sales 
grew  at  only  10%  in  1966  and  1967. 
In  an  effort  to  bolster  sales,  Avon 
went  from  18  three-week  campaigns 
to  26  two-week  campaigns  in  1968. 
Sales  growth  immediately  jumped  to 
18%  in  1968,  but  gradually  it  decHned 
again  to  13%  in  1971  and  1972.  Ex- 
cluding the  estimated  sales  of  non- 
cosmetic  items,  cosmetics  sales 
growth  was  only  9%  in  1972. 

In  an  effort  to  increase  the  number 
of  representatives,  the  territories  were 
reduced  from  300  homes  to  200 
homes  recently.  Now,  Avon  is  experi- 
menting in  some  areas  with  100-home 
territories,  but  it  is  hardly  likely  that 
the  representatives  will  stand  still  for 
it.  At  the  present  time,  the  represen- 
tative population  is  growing  at  4%  to 
5%.  In  order  to  maintain  a  domestic 
growth  rate  of  13%,  productivity  will 
have  to  increase  by  8%— an  unlikely 
event.  The  only  way  to  do  it  is  for 
Avon  to  raise  prices  even  faster  in 
the  future  than  it  has  in  the  past.  In 
the  price-conscious  Avon  market  that 
does  not  auger  well  for  the  future. 

A  new  and  extremely  ominous 
threat  is  a  new  FDA  ruling  (now  un- 
der court  challenge)  that  limits  the 
amount  of  discount  sales  to  50%  of 
the  total  sales  of  any  product.  Since 
Avon's  discount  sales  are  well  over 
50%,  Avon  could  be  severely  hurt. 

Cultural  Shock? 

Aware  of  these  signs  of  approach- 
ing maturation  and  beset  with  incipi- 
ent problems  in  its  domestic  market, 
Avon  is  claiming  that  it  will  gain 
abroad  what  it  may  lose  at  home. 

Is  the  possibility  real  or  illusory? 
There  are  signs  that  it  is  illusory. 
Avon  went  outside  the  U.S.  and  Can- 
ada in  1954  when  it  went  to  Venezue- 
la. It  is  now  in  17  countries  around 
the  world:  Foreign  sales  have  in- 
creased tenfold  in  a  decade,  from  $33 
million  in  1963  to  $330  milHon  in 
1972.  But  as  the  base  has  grown,  the 
growth  rate  has  declined.  From  1962 
to  1967,  the  average  annual  sales 
growth  was  about  45%.  In  the  last 
five  years,  sales  have  been  growing  at 
20%  annually  on  the  average.  That  is 
still  an  impressive  rate,  but  as  the 
base  grows  still  bigger,  the  growth 
rate  will  continue  to  slow. 

More  ominous  than  the  slowing 
growth  rate  in  overseas  sales  is  the 
poor— for  Avon— profit  margin.  Where- 
as the  domestic  pretax  margin  is  over 
30%,  the  foreign  margin  has  only  just 
struggled   past    15%.    Optimistic   ana- 


lysts predict  that  the  margins  will 
gradually  approach  U.S.  levels,  but 
any  such  increase  depends  heavily  on 
a  major  increase  in  productivity. 
There  are  more  representatives  over- 
seas (about  325,000)  than  in  the 
U.S.  and  Canada,  yet  sales  volume  is 
less  than  half  of  domestic.  Sales  pro- 
ductivity in  Europe,  especially,  is 
abysmal.  While  U.S.  representatives 
average  $2,200  in  orders  to  the  com- 
pany and  Latin  American  representa- 
tives average  $1,900,  representatives 
in  England  average  only  $600  and 
those  in  Germany  $700. 

The  reason  is  almost  certainly  a 
cultural  problem.  One  possibility  is 
that  European  women  are  more  re- 
luctant to  sell  door-to-door  to  strangers 
than  are  American  women.  It  is  also 
possible  that  they  are  more  diffident 
about  selhng  to  friends  at  a  profit. 

Another  possibility  for  the  low  Eu- 
ropean productivity  is  that  Europeans 
tend  to  be  relatively  more  easygoing 
and  less  frenetic  in  their  working 
habits  than  Americans.  "The  problem 
could  be  getting  the  managers  to 
stop  taking  three-hour  lunches  even 
more  than  making  the  representatives 
work  harder,"  says  Jane  Judge,  cos- 


A  Penny  a  Share   =^ 

GiRARD  Henderson,  68,  of  Las  Ve- 
gas, Nev.  is  normally  a  friendly,  out- 
going man,  but  he  has  caught  the 
prevailing  mood  at  Avon  Products.  A 
director  of  Avon  for  33  years,  he 
recently  chatted  with  Forbes  about 
the  company,  then 
telephoned  back  to 
demand  that  we 
print  nothing  of 
what  he  had  said. 
"You're  invading  my 
privacy,"  he  sec- 
ond-thoughted. 

Girard  Henderson 
is  a  very  big  mil- 
lionaire, worth  $135 
million  in  Avon 
shares  alone,  the 
biggest  individual  shareholder  next  to 
the  founding  family.  He's  rich  because 
the  founding  McConnell  family  was 
generous  with  him.  Years  before  he 
became  a  diiectof,  Henderson  made 
deliveries  for  the  company.  The  Mc- 
Connells  rewarded  Henderson's  ser- 
vices with  Avon  stock  at  low  prices. 
"I  own  Avon  stock  at  1  cent  a  share," 
he  told  Forbes. 

We  asked  him  about  Avon's  high 
P/E.  Wasn't  it  time  to  sell  some  of 
those  1  million  shares?  His  reply: 
"Hell,  no.  They  said  the  same  thing 
about  IBM  when  it  got  to  $1  billion." 

Is  Avon  "another  IBM"?  Read  the 
story  and  judge  for  yourself. 


Henderson 


FORBES,    JULY    1,    1973 


23 


metics  analyst  for  Alliance  One  In- 
stitutional Services. 

Whatever  the  reasons,  they  bode 
ill  for  Avon's  chances  of  repeating 
in  Europe  what  it  has  achieved  in 
the  U.S.  and  Canada. 

Avon  has  a  fledgling  organization 
in  Japan.  It  has  been  there  since 
1969,  but  has  yet  to  make  a  significant 
dent  in  the  market.  Avon's  Japanese 
sales  were  estimated  at  $5  million 
for  1972,  vs.  $60  milhon  for  Max  Fac- 
tor and  over  $400  million  for  Shisei- 
do,  a  leading  Japanese  cosmetics  com- 
pany. Avon  is  very  optimistic  about 
prospects  for  the  Japanese  market,  but 
here    again,    cultural    problems    are 


Anachronistic  Dream? 


"It's  your  own  little  piece  of  the 
great  American  dream,"  proclaims  an 
Avon  brochure  welcoming  new  rep- 
resentatives into  its  fold.  But  what 
Avon  doesn't  explain  are  some  of  the 
hard  realities  of  cashing  in  on  that 
dream.  Many  find  out  only  after  try- 
ing. Avon  representatives  have  a  turn- 
over rate  of  well  over  100%  a  year. 

Simple  arithmetic  shows  that  the 
average  representative  earns  between 
$34  and  $42  during  a  two-week  cam- 
paign, but  that  isn't  her  net.  She  pays 
out  of  her  own  pocket  for  telephone, 
car,  gasoline  and  other  expenses.  In 
addition,  she  must  pay  for  all  the  dem- 
onstration and  other  sales  aids  the 
company  pushes  her  to  buy.  And  she 
pays  for  special  campaign  demonstra- 
tion kits,  call-back  charts,  brochures 
and  even  the  paper  bags  in  which  the 
orders  are  placed  for  delivery. 

It  is  not  unusual  for  a  representa- 
tive to  pay  over  $10  each  campaign 
for  these  aids.  And  these  items  do 
not  count  toward  the  minimum  order 
requirement  for  the  40%  discount.  If 
her  two-week  sales,  say,  come  to  only 
$75,  the  salesperson  might  end  up 
with  $10  or  less  net  for  her  work. 

Avon  suggests  that  the  average  cus- 


slowing  down  progress.  Japanese 
women  are  reluctant  to  work  for  an 
American  company.  They  would  rath- 
er work  for  Shiseido,  and  so  recruit- 
ment has  been  slow  and  turnover  high. 
Avon's  Japanese  subsidiary  is  still  los- 
ing money.  Recently,  Avon  was  given 
permission  by  the  Japanese  govern- 
ment to  build  a  manufacturing  plant 
in  Japan.  When  it  goes  on  stream  in 
1975  or  1976,  Avon  can  stop  import- 
ing cosmetics  from  Australia,  and  the 
Japanese  operation  might  finally  be- 
come profitable.  It  will,  however,  be 
several  years  before  the  Japanese  op- 
eration will  contribute  very  much  to 
Avon's  profits. 


As  a  hedge,  Avon  has,  in  recent 
years,  expanded  its  domestic  product 
hne  to  include  noncosmetic  items  for 
door-to-door  sales.  In  1971  it  tried  to 
sell  Christmas  cards.  The  cards  were 
a  dismal  failure  and  were  withdrawn. 
At  the  same  time,  Avon  began  selling 
costume  jewelry  and  later— in  1972— 
crewel  work.  Sales  of  crewel  work  are 
tiny,  and  costume  jewelry  sales  are 
^  also  small— $5  million  in  1971  and 
$25  million  in  1972.  Late  in  1973, 
A\'on  will  begin  offering  a  Une  of  ce- 
ramic pottery.  All  this  will  help,  but 
how  much? 

For  some  time,  Avon  has  been 
evaluating  the  possibility  of  going  into 


tomer  sale  yields  approximately  $1.50 
for  the  representative.  If  the  sales- 
woman sells  at  least  two  customers 
per  hour,  her  earnings  potential  is  $3 
an  hour.  Which  means  to  make  her 
$100  quota  she  would  have  to  put 
in  at  least  13  hours  a  week.  But  that 
doesn't  count  the  time  she  spends 
breaking  down  the  bulk  delivery  of 
products  and  repackaging  individual 
orders,  or  the  bookkeeping  or  the 
telephoning  to  set  up  appointments. 

Can  a  saleswoman  rise  in  the  com- 
pany? A  year  ago,  Avon  elected  a 
woman  to  its  board  of  directors. 
(Revlon,  the  second-largest  cosmetic 
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company,  had  already  named  Aileen 
Mehle,  better  known  as  Suzy  Knicker- 
bocker, society  columnist,  to  its 
board.)  Avon's  choice  was  Cecily 
Cannan  Selby,  executive  director  of 
the  Girl  Scouts.  A  few  months  later 
Avon  promoted  two  women,  for  the 
first  time,  to  vice  presidents. 

It  might  or  might  not  have  been  a 
coincidence  that  Avon,  at  the  time  of 
the  advancement  of  these  women,  was 
negotiating  a  settlement  with  a  for- 
mer employee  who  had  filed  a  sex 
discrimination  suit,  which  Avon  has 
since  settled  out  of  court.  And  there 
are  three  other  complaints  against 
Avon  alleging  racial  and  sexual  dis- 
crimination in  hiring  and  firing. 

"The  second  year  I  had  been  at 
Avon,"  says  one  of  the  women  who 
has  a  complaint  against  the  company, 
"I  was  told  I  was  not  promotable  be- 
cause I  was  a  woman.  Avon  has  a 
way  of  making  a  woman  liberationist 
out  of  a  person  who  otherwise  would 
ride  with  the  tide." 

Avon  was  a  company  for  its  times— 
a  time  of  large  families,  a  time  when 
woman-power  was  cheap  and  docile. 
But  can  Avon  adapt  to  a  difl^erent 
age?  That  is  a  tough  question. 


,  .,,M\m^m!^0f'f^^''^^^ 
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Dont  treat 
a  corporate  trusteeship 

as  just  another  plum. 


It's  no  secret  that  the  selection  of 
a  corporate  trustee  may  turn  out  to  be  a 
decision  made  under  pressure.  But  it 
doesn't  make  much  sense  when  it  can 
be  avoided. 

Chase  Manhattan  can  help getyour 
next  debt  financing  off  on  the  right  foot. 
We  review  the  proofs  of  an  indenture 
from  cover  to  cover  as  often  as  may  be 
necessary.  The  workability  of  the  provi- 
sions is  darned  important.  So  we  sweat 
before  we  come  up  with  comments.  (If 
you  go  to  market  regularly,  we'll  give  you 
our  approach  to  an  open-end  indenture 
format  which  may  provide  you  with  sig- 
nificant economies.) 

More  than  once  we'll  sit  down  with 
your  lawyers,  the  underwriters'  lawyers 
and  our  own  to  work  over  the  specifics. 
And  we  specialize  in  anticipating  all  those 
irritating  little  details  that  so  often  crop 
up  at  the  closing.  Over  the  years,  we've 
seen  them  all  and  solved  them.  Without 
wasting  any  time. 

J  I  n  a  sense,  the  closi  ng  is  just  the  be- 
gihning  of  our  job.  Because  we  have  to 
make  today's  best  thinking  stand  up  over 
ten  or  twenty  years.  (As  time  goes  on  you 


may  look  at  things  differently.  If  so  we're 
experienced  in  "consent  operations"  to 
gain  you  necessary  flexibility.) 

Prompt  and  precise  work  is  required 
on  the  whole  business  of  transfers,  ex- 
changes, cancellations  and  maintenance 
of  bondholder  accounts,  and  we  do  it 
every  day  of  the  week. 

We  look  after  the  nuts  and  bolts 
requirements  like  insuring  against  over- 
issuance  of  bonds,  paying  interest  and 
filingl099's.There  are  othervital  services 
we  perform:  selecting  and  redeeming 
bonds,  and  processing  conversions. 

And  you  can  forget  bondholders' 
correspondence— because  we  don't.  We 
get  quick  answers  to  their  questions. 

Corporate  Trusteeship  is  the  kind 
of  big  job  that  just  doesn't  make  sense  to 
deal  with  when  you're  "on  the  way  to 
market."  Even  if  you're  6  months  or  2 
years  from  announcing  a  debt  issue,  talk 
with  us  now,  so  you  can  be  serviced  by 
the  most  competent  Trustee  available. 

For  more  information,  \\nte:  Glenn 
Mangold,  V.P.,  Chase  Manhattan  Bank, 
1  Chase  Manhattan  Plaza,  New  York,  N.  Y. 
10015.  or  call  (212)  552-5301. 


In  an  increasingly  complex  financial  world, 
you  have  a  friend  at  Chase  Manhattan. 
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the  $3.5-billion  beauty  salon  busi- 
ness. It  has  several  salons  in  opera- 
tion in  Dallas,  Denver  and  Atlanta. 
"I  don't  think  it  will  pay  off  economi- 
cally for  them,"  says  a  competitor. 
"I  think  the  beauty  salons  were  a 
mistake,"  says  Richard  Kurz,  formerly 
Avon's    director   of   long-range   plan- 

No.  One  Challenger?  ^= 

FotnsTDED  IN  1963  by  Mary  Kay  Ash 
and  her  son,  Richard  Rogers  (neither 
of  whom  had  any  experience  in  the 
direct  selling  of  cosmetics),  Mary  Kay 
Cosmetics  had  1972  sales  of  $17.6 
million.  Mary  Kay  is  not  the  largest  of 
Avon's  competitors.  It  is  by  far  the 
fastest-growing. 

Mrs.  Ash— the  original  Mary  Kay- 
is  active  mainly  in  motivating  Mary 
Kay's  field  managers.  But  it  is  her 
son,  a  flamboyant  dresser  in  a  red- 
white-and-blue  knit  jacket,  blue  slacks, 
a  blue  polka  dot  shirt  and  a  blue 
and  red  patterned  tie,  who  runs  the 
company  overall.  In  fact,  Mrs.  Ash  is 
the  only  woman  in  top  management. 
Asked  why.  President  Rogers  appears 
surprised  and  answers:  "It  is  very  rare 
to  find  a  woman  who  has  the  busi- 
ness acumen  that  includes  finance  as 
well  as  things  like  the  customer  rela- 
tions department." 

If  Mary  Kay,  like  Avon,  is  a  man's 
company  on  top,  it  is  considerably 
different  from  Avon  on  the  selling 
end  where  the  real  action  is.  To  begin 
with,  Mary  Kay  does  not  call  its 
ladies  "representatives."  It  calls  them 
"consultants,"  and  thereby  hangs  a 
big  difference  in  seUing  styles:  Mary 
Kay  presents  its  saleswomen  as  ex- 
perts rather  than  merely  as  movers 
of  merchandise. 

Unlike  Avon  representatives,  Mary 
Kay  "consultants"  do  not  sell  door-to- 
door.  They  conduct  home  demonstra- 
tions for  groups  of  people.  The  dem- 
onstrations emphasize  skin  care  rather 
than  the  sale  of  cosmetics;  56%  of 
Mary  Kay's  sales  comes  from  its  group 
of  five  basic  skin  care  products  such  as 
Cleansing  Creme,  Night  Cream,  Ma- 
gic Masque,  etc.  In  all,  Mary  Kay  has 
only  26  products  compared  with 
Avon's  1,000  or  more. 

Mary  Kay  has  some  340  field  man- 
agers supervising  about  16,000  sales- 
people. Unlike  Avon's,  the  field  man- 
agers are  not  company  employees. 
They  are  strictly  on  commission. 

Like  Avon,  Mary  Kay  recruits  new 
salespeople  largely  by  referral.  How- 
ever, Mary  Kay  rewards  those  who 
make  successful  referrals  more  tangi- 
bly than  with  toasters  or  lamps:  A 
new  salesperson's  sponsor  gets  A%  of 
the  new  recruit's  wholesale  sales  as 
long  as  both  women  are  with  the  com- 


ning.  "They  have  some  mature  beauty 
salons  that  are  not  making  10%  yet." 

Avon's  second  area  of  diversification 
is  the  mail-order  selling  of  clothes,  an 
operation  it  is  building  from  scratch. 
It  is  estimated  that  Avon  is  expected 
to  lose  $4  million  to  $6  million  there 
this  year,  and  the  loss  should  go  on 


pany.  The  commissions  come  out  of 
the  company's  take. 

To  be  eligible  to  move  from  sales- 
woman to  field  manager,  you  must 
have  averaged  wholesale  sales  of 
$400  a  month  for  the  previous  six 
months  and  have  recruited  at  least  ten 
currently  active  consultants.  The  sales- 
woman who  fulfills  these  requirements 
is  invited  to  come  to  Dallas  at  her 
expense  for  a  week's  training.  Then, 
she  and  the  saleswomen  she  recruited 
form  a  unit  and  are  put  on  three 
month's  probation.  The  unit  must  have 
wholesale  sales  of  $2,000  the  first 
month,  $2,500  the  second  and  $3,000 
the  third,  of  which  the  manager's 
sales  cannot  exceed  $500  a  month. 
Thereafter,  if  the  unit's  sales  drop 
below  $2,000  for  two  consecutive 
months,  she  is  demoted  to  consultant 
and  must  start  over  again. 

Successful  field  managers  can  do 
fairly  well.  Their  commissions  range 
from  9%  for  monthly  wholesale  sales  of 
$1,000  for  the  unit  to  12%  for  sales 
over  $6,000.  In  addition,  of  course, 
there  is  the  4%  commission  on  their 
recruits'  sales. 

Mary  Kay's  commissions  run  higher 
than  Avon's.  A  salesperson  gets  a  40% 
commission  on  retail  orders  between 
$50  and  $100,  vs.  25%  from  Avon. 
On  sales  between  $100  and  $500,  the 
Mary  Kay  commission  is  45%,  vs.  40% 
for  Avon.  Sales  of  over  $500  earn  a 
commission  of  50%. 

Unlike  Avon's  ladies,  however,  the 
Mary  Kay  saleswoman  gets  no  mer- 
chandise on  credit.  Orders  are  paid 
for  in  advance,  in  cash  or  money  or- 
der (no  checks).  As  a  result,  Mary 
Kay  has  no  receivables  or  bad  debt 
losses  whatsoever.  Mary  Kay's  Dallas 
headquarters  is  like  a  large,  hot-pink 
cash  register  that  is  constantly  ringing. 

Like  Avon,  Mary  Kay  has  set  finan- 
cial hearts  afluttering.  At  its  recent 
price  of  around  $31  a  share,  the  en- 
tire company  had  a  theoretical  market 
value  of  close  to  $150  million.  Mary 
Kay  shares  sell  at  an  almost  incred- 
ible level:  11  times  book  value,  over 
55  times  last  year's  earnings. 

The  cosmeticians  are  selling  a  kind 
of  unreality  to  their  customers.  By 
some  strange  process,  the  same  air 
of  unreality  seems  to  have  rubbed  off 
on  investors. 


for  some  years. 

The  simple  fact  is  that  Avon  is  now 
committed  to  a  rate  of  growth  that 
it  cannot  much  longer  achieve  in  its 
basic  business.  So  it  is  branching  out 
as  a  matter  of  necessity— but  into 
areas,  such  as  its  catalog  mail-order 
operation,  that  it  may  not  fully  un- 
derstand. For  this  central  question  has 
yet  to  be  answered:  Will  the  compa- 
ny's management— in  spite  of  its  rich 
hoard  of  cash— commit  the  kind  of 
money  you  need  to  succeed  in  the 
mail-order  business?  For  example,  it 
took  J.C.  Penney  something  like  $100 
million  and  ten  years  before  it  showed 
a  profit  in  catalog  selling.  Will  Avon 
face  that  kind  of  a  risk  for  a  busi- 
ness that,  at  best,  cannot  possibly  be 
as  profitable  as  the  fragrance-and-lip- 
stick  business? 

In  any  case  Avon  hasn't  a  prayer  of 
achieving  the  kind  of  dominance— and 
profit  margins— in  fields  like  mail  or- 
der selling  or  pottery  that  it  has  in 
door-to-door  cosmetics. 

New  Types 

There  has  been  an  unmistakable 
change  at  the  top  at  Avon.  John 
Ewald  was  the  first  nonmember  of 
the  founding  family  to  run  Avon. 
Ewald,  with  help  from  Russel  Rooks, 
who  later  became  president,  changed 
Avon  from  a  little  family  company 
into  the  glamour  girl  of  Wall  Street. 
They  appointed  local  district  man- 
agers to  supervise  the  representatives, 
a  refinement  on  the  old  system  of 
managers  who  appointed  represen- 
tatives in  one  place  and  then  moved 
on.  They  also  moved  the  company 
from  a  system  of  casual  sales  calls 
to  a  formal  system  of  three-week  cam- 
paigns. By  the  time  Ewald  stepped 
down  as  chief  executive  officer  in 
1967,  sales  had  climbed  from  $15  mil- 
lion in  1944  (cosmetics  sales  only) 
to  $475  million  in  1967. 

In  June  1962  Fred  G.  Fusee  came  to 
New  York  as  a  vice  president.  He  rose 
rapidly.  In  six  months  he  became  senior 
vice  president,  vaulting  over  several 
senior  men.  In  1968  he  was  named 
president,  and  in  1972  he  became  chief 
executive  officer.  Unlike  his  predeces- 
sors. Fusee  is  no  salesman.  He  is  a 
Canadian-bom  chemist  from  Winches- 
ter, Ontario.  He  rose  through  the 
manufacturing  side  of  the  company. 

Fusee  is  also  different  in  tempera- 
ment from  his  predecessors.  "Fred  is 
very  aloof,  very  arrogant,"  says  Rich- 
ard Kurz.  "He  thinks  Fred  Fusee  can 
do  anything  and  has  done  everything." 
The  arrogance  seems  to  have  perme- 
ated the  company's  top  ranks.  Rep- 
resentatives are  sometimes  referred  to 
internally  as  "ding  dongs."  "Once  the 
Avon  lady  was  the  queen  bee,  and 
everything  was  done  to  keep  her  hap- 
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py,"  says  an  ex-Avon  man.  "We  re- 
alized that  without  her  there  was  no 
need  for  the  rest  of  us.  But  now  she 
plays  second  fiddle  to  the  new  head- 
quarters." (Avon  recently  moved  to 
plush,  if  sterile,  new  oflBces  overlook- 
ing New  York's  Central  Park. ) 

"They  are  looking  now  more  for 
accountants,"  says  another  ex- Avon 
executive,  "people  more  interested  in 


figures  than  in  people.  It  used  to  be  a 
small  business,  just  two  people.  The 
representative  and  the  customer.  But 
now  headquarters  and  many  other 
layers  intervene." 

The  obvious  conclusion  is  that  Avon 
is  well  into  middle  age.  A  well-pre- 
served middle  age  to  be  sure,  but  the 
bulges  and  sags  are  beginning  to 
show.  Looking  at  Avon  with  the  eyes 


of  a  lover  (and  reluctant  to  pay  capi- 
tal gains  taxes),  faithful  investors  re- 
fuse to  face  this  reality.  For  a  while, 
at  least,  Avon's  growth  momentum 
will  keep  her  admirers  happy.  But  one 
day  they  will  wake  up  and  face  the 
inescapable  facts.  If  any  number  try 
facing  them  at  the  same  time,  the 
rush  out  of  the  stock  could  easily  be- 
come a  stampede.  ■ 


Dollar  Cost  A  veraging: 


Get  rich  slow?  Or  get  rich  never? 

Dollar  cost  averaging— investing  a 
fixed  dollar  amount  in  a  stock  regular- 
ly, regardless  of  price  fluctuations- 
has  at  least  one  advantage:  It  cer- 
tainly has  had  a  good  press.  As  ex- 
plained by  its  proponents,  it  seemed 
by  the  very  laws  of  mathematics  to 
guarantee  that  a  disciplined  investor 
would  be  able  to  acquire  stocks  at 
prices  significantly  below  their  av- 
erage market  price. 

A  popular  investment  primer.  How 
To  Buy  Stocks,  by  Louis  Engel,  il- 
lustrates DCA  with  a  table  showing  a 
hypothetical  stock  fluctuating  between 
$5  and  $15  a  share,  so  that  its  average 
and  median  prices  are  both  $10.  At  21 
regular  intervals,  an  investor  buys  as 
close  to  $500  worth  of  the  stock  as 
possible— yet  ends  up  with  1,151 
shares  at  an  average  cost  (disregard- 
ing commissions)  of  only  $9.12  a 
share!  He  can  do  this  because  a  fixed 
dollar  commitment  buys  more  shares 
when  a  stock  is  low  than  when  it  has 
risen.  Thus,  even  with  the  stock  end- 
ing up  at  $10,  the  investor  would  en- 


joy a  gain  of  $1,015,  or  19%  of  the 
average  amount  invested. 

But  alas!  There  are  several  flavv's 
here,  the  first  being  that  innocent- 
sounding  phrase  "disregarding  com- 
missions." In  the  example  above,  com- 
missions and  odd-lot  differentials 
would  eat  up  some  $668  of  that 
$1,015  profit,  leaving  $347.  If  the 
21  purchases  were  made  at  quarterly 
intervals  over  five  years,  the  yearly 
return  on  the  average  amount  invest- 
ed would  be  just  1.2%.  Better  the  in- 
vestor should  have  put  his  money  in 
a  savings  bank. 

A  second  and  deeper  flaw  in  DCA 
is  that,  in  the  real  world,  stocks  rarely 
show  the  deep  fluctuations,  as  often 
up  as  down,  that  the  DCA  examples 
blithely  assume.  To  evaluate  DCA  in 
real  investment  terms,  Forbes  went 
back  to  Dec.  29,  1967  and  started  hy- 
pothetical DCA  programs  in  the  12 
Big  Board  stocks  that  now  have  the 
largest  market  values.  The  program 
consisted  of  $1,000  investments  made 
at  the  closing  price  of  each  calendar 


quarter  starting  Dec.  29,  1967  and 
ending  Dec.  29,  1972-a  total  of  21 
purchases. 

Result:  For  eight  of  the  12  stocks, 
the  average  cost,  using  dollar  cost  av- 
eraging, exceeded  the  median  of  the 
21  prices  (including  commissions  in 
both  cases).  That  is,  for  eight  of  the 
stocks,  the  investor  would  have  had 
a  better  than  even  chance  of  beating 
DCA  by  buying  a  single  block  of  stock 
on  a  purchase  date  chosen  at  random 
from  the  21  end-of -quarter  dates. 

Even  the  four  stocks  where  DCA 
would  have  "worked"  would  have 
been  costly  choices  for  the  investor. 
Assuming  that  all  shares  were  sold  at 
the  1972  year-end  price,  the  average 
yearly  gain  from  those  four  was  under 
3%,  vs.  nearly  21%  for  the  eight  stocks 
that  might  have  been  bought  more 
cheaply  by  chance.  Even  counting 
dividends,  the  four  DCA  "successes" 
returned  only  7.9%  a  year,  little  more 
than  high-grade  corporate  bonds. 

You  can  argue,  of  course,  that 
1968-72  was  not  a  good  period  for 
the  stock  market,  that  a  bull  market 
would  be  a  better  test.  True,  but  in  a 
bull  market  almost  any  technique 
would  yield  a  profit.  Scratch  one  more 
formula  for  stocks  as  a  sure  thing.  ■ 


STOCK 

Median 
Price 

Single 

Purchase 

Commission 

(per  share)* 

DCA 

Average 
Price 

DCA 
Purchase    - 
Commissions 
(per  share)* 

Qat&t 

48% 

$0.59 

48.06 

$1.23 

Q  coca-cola 

80  y4 

.97 

85.96 

2.10      ■ 

Q  EASTMAN  KODAK 

77% 

.94 

82.78 

2.01 

Q  EXXON 

73  ys 

.88 

71.40 

1.77 

0  GENERAL  ELECTRIC 

46'V.6 

.58 

48.43 

1.19      - 

0  GENERAL  MOTORS 

791/8 

.94 

77.40 

1.91 

0  IBM 

3361/2 

1.14 

332.86 

7.73 

0  MINN.  MINING  &  MFG. 

53% 

.66 

54.97 

1.33      - 

0  PROCT-ER  &  GAMBLE 

54 '/a 

.68 

56.48 

1.39 

0  SEARS,  ROEBUCK 

691/2 

.86 

76.21 

1.88 

0  TEXACO 

35% 

.42 

34.42 

.90      - 

0  XEROX 

99% 

1.11 

102.21 

2.45 

■60 
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'Including  odd  lot  differentials 


50 


z 
< 
I 
o 

z 
§45 

Li. 

s:4o 

I- 

D 

o 

<  35 

o 

o 

u. 

o  30 

>- 


5  25 

< 

CD 
O 

?  20 


^. 


Q  Ai 


—  15 


DCA  vs.  CHANCE 

The  better  a  stock  performs, 
the  less  attractive 
dollar  cost  averaging  becomes. 
And  the  greater  the  likelihood  you 
could  do  better  by  chance. 
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On  the  Warpath  Again 


The  big  cities  need  western  coal.  The  railroads 

would  like  to  haul  it.  But  even  the  Indians  are  saying  Ugh! 


He  was  a  full-blooded  Crow  Indian, 
and  as  he  rode  in  the  back  of  the 
car  rolling  across  the  Montana  coun- 
tryside, he  pointed  to  the  earth  heaps 
where  the  Burlington  Northern  had 
once  strip-mined  engine  coal  and 
where  shovels  of  Montana  Power  Co. 
were  now  scooping  away  a  seam  of 
the  low-sulphur  black  stuff.  "Never," 
he  said,  his  eyes  narrowing,  "never 
will  we  let  mounds  like  that  rest  on 
our  reservation." 

His  reaction  is  typical  these  days 
among  residents  of  Montana,  Wyo- 
ming and  North  Dakota.  The  three 
states  hold  around  40%  of  the  nation's 
coal  resources,  most  of  it  low-sulphur 
coal,  the  kind  big-city  utilities  must 
bum  to  avoid  polluting  the  air. 
Utility  men  like  Donald  Cook,  chair- 
man of  American  Electric  Power, 
think  it  may  be  the  answer  to  the 
energy  crisis.  The  residents  of  the  new 
coal  states  aren't  at  all  happy  about 
the  prospects. 

Montana's  Lieutenant  Governor 
William  Christiansen  speaks  proudly 
about  his  state's  efforts  to  keep  the 
coal  miners  under  tight  control:  "I've 
compared  our  coal  laws  against  all 
the  rest,  and  when  the  dust  settled, 
Montana  had  the  muscle."  It  is  not 
only  the  landscape  the  Westerners 
are  thinking  about.  Deepest  of  all 
perhaps  is  the  problem  of  people  pol- 
lution. The  reservation  Indians  and 
most  Westerners  like  their  wide-open 
spaces.  The  idea  of  hordes  of  new- 
comers does  not  appeal  to  them  in 
spite  of  the  spending  money  the  new- 
comers would  bring. 

Louis  W.  Menk,  chairman  of  the 
Burlington  Northern  railroad,  has 
promised  to  observe  good  sound  eco- 


logical practices  and  to  be  a  good 
neighbor  in  mining  his  company's 
lands  for  coal.  But  he  also  chided 
Montanans  for  attempting  to  turn 
their  state  into  a  museum. 

Caught  square  in  the  middle  are 
two  big  railroads,  Menk's  Burlington 
Northern  and  the  Union  Pacific.  Each 
controls  mineral  rights  to  over  8  mil- 
lion western  acres.  Each  claims 
minable  reserves  of  more  than  10  bil- 
lion tons.  And  for  the  BN,  the  poten- 
tial figure  may  be  six  times  as  much. 

Federal  land  grants  in  the  19th 
century  gave  the  roads  and  their  pre- 
decessors a  lock  on  western  coal.  But 
until  recently  they  did  little  with  it 
except  to  mine  some  engine  coal.  In- 
fluential shareholders  think  the  rail- 
roads ought  to  do  more  with  it.  "My 
Lord,"  says  Norton  Simon,  the  Los 
Angeles  industrialist  {see  Forbes,  June 
15)  who  is  a  BN  director  and  the 
road's  largest  individual  shareholder, 
"BN  has  all  these  resources,  includ- 
ing the  greatest  coal  reserves  of  any 
company  in  the  nation,  but  it  employs 
only  180  people,  including  clerks,  to 
develop  it."  Of  the  590  million  tons  of 
coal  mined  last  year,  only  an  estimat- 
ed 43  million  tons  came  from  western 
states.  Even  so,  that's  the  only  growth 
area  remaining  in  an  industry  whose 
total  output  continues  to  decline 
(Forbes,  Nou.  15,  1972). 

On  the  other  hand,  tJie  railroads 
face  the  fire  of  Westerners  who  don't 
want  their  land  cut  up  by  strip  mines 
or  filled  up  by  newcomers.  A  Billings, 
Mont,  area  rancher  told  Forbes,  "I 
like  it  here  just  the  way  it  is."  His 
view  is  mirrored  by  the  Montana 
legislature,  which,  with  only  one  dis- 
senting   vote,    passed    in    March    the 


nation's  toughest  strip-mining  control 
bill.  Reservation  Indians  who  control 
50  billion  tons  of  western  coal  agree, 
as  do  federal  land  leasing  officers  and 
environmental  protectionists. 

But  the  cities  need  the  coal.  And 
the  railroads  need  the  traffic. 

Says  Lou  Menk,  "One  day  we  hope 
coal  will  be  as  important  to  us  as 
grain-hauling."  In  spite  of  environ- 
mentalist protests,  that  traffic  is  grow- 
ing. The  BN  had  $75  million  in  coal- 
hauling  income  last  year,  up  from 
$43  million  in  1970.  This  year  the 
BN  may  do  $95  million  and  the 
Union  Pacific  perhaps  $35  million. 

The  Interstate  Commerce  Commis- 
sion Act  forbids  a  railroad  to  haul 
commodities  it  mines,  and  a  provision 
in  the  1920  Mineral  Leasing  Act 
blocks  a  road  from  mining  or  leasing 
federal  coal  lands.  Still,  the  railroad 
lawyers  think  they  can  get  the  coal 
out  of  the  ground  through  joint  ven- 
tures, earning  both  royalties  and  traffic 
in  the  process. 

The  BN  earned  $5.8  million  on  its 
coal  land  leases  last  year,  the  first 
time  coal  income  topped  that  from 
oil  and  gas.  But  a  major  part  of  the 
BN's  income  now  comes  not  from 
long-term  royalties  but  from  one-shot 
bonuses  and  guaranteed  minimum 
payments  paid  by  coal  prospectors  in 
hot  pursuit  of  an  answer  to  the  energy 
crisis.  "Eventually,  as  more  and  more 
mines  come  on  stream,  we  think  our 
coal  income  will  come  from  royalties 
and  there  will  be  fewer  and  fewer 
bonuses,"  says  C.  Robert  Binger,  Bur- 
lington Nordiern's  president  for  the 
newly  created  resources  division. 

The  Union  Pacific  is  stepping  more 
slowly  into  coal.  Unlike  the  BN,  the 
UP  operates  as  a  holding  company, 
and  in  1969  it  formed  the  Rocky 
Mountain  Energy  Co.  just  to  develop 
its  coal.  Rocky  Mountain  employs 
fewer  than  50  persons  and  places 
what  chips  it  has  on  coal  research, 
leasing  and  in  joint  ventures.  The  first 
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venture,  a  mining  effort  at  Rock 
Springs,  Wyo.  with  Boston's  Eastern 
Gas  &  Fuel  Associates,  was  halted 
when  dust  from  the  strip  mine  began 
to  blow  over  the  town.  "The  cost  of 
control  was  exorbitant  in  relation  to 
the  reserves  that  were  there,"  says 
James  H.  Evans,  president  of  the  UP. 
"It  was  simply  uneconomic."  Other 
sources  say  that  Eastern  Gas'  market- 
ing men  were  upset  by  the  railroad's 
go-slow  attitude  on  coal.  Evans  re- 
sponds that  if  he  is  cautious  on  coal, 
it's  because  of  the  nature  of  UP's 
coal  reserves  and  the  distance  of 
western  coal  from  its  markets. 

Western  strip  coal  is  the  cheapest 
in  the  nation  to  mine,  costing  a  coal 
company  only  about  $1.10  a  ton.  But 
transportation  charges  drive  the  de- 
livered price  at  Chicago's  Common- 
wealth Edison,  for  instance,  up  to 
$13.40  a  ton.  The  railroads  promise 
rate  savings  as  the  volume  rises,  but 
some  present  contracts  also  provide 
for  rate  escalations  as  the  price  of 
coal  goes  up.  "Right  now,"  says 
Evans,  "most  of  our  coal  is  just  not 
competitive  in  the  Midwest." 

The  UP  seems  to  be  waiting  mainly 
for  gasification  of  coal.  It  is  allowing 
its  land  to  be  used  for  gasification 
experiments  by  the  U.S.  Bureau  of 
Mines  and  has  a  stake  in  other  la- 
boratory tests.  UP  also  has  taken  a 
small  position  in  Lurgi  process  re- 
search being  directed  in  Scotland  by 
the  Continental  Oil  Co.  "It  may  cost 
$250  million  to  $400  million  to  get  a 
coal  gasification  plant  on  the  line,  and 
it  may  be  five  to  ten  years  away,  but 
I  think  this  is  the  best  solution  we 
have  as  a  company  in  the  energy 
crisis,"  says  Evans. 

The  BN  recently  has  begun  to  look 
on  its  vast  lignite  reserves  as  an  an- 
swer in  gasification.  An  average  plant 
site  would  require  a  half-billion  tons 
in  reserve,  and  the  BN  has  mapped 
12  such  areas  in  Montana  and  North 
Dakota.  Options  on  leases  would  pro- 
vide for  a  BN  equity  in  the  project. 
"But  we're  taking  a  slow  valve  on 
leasing,"  says  Binger.  "We're  not 
moving  until  the  pattern  of  gasifica- 
tion deal?  is  clearer." 

Which,  of  course,  gives  the  rail- 
roads and  other  landowners  time  to 
deal  with  the  problems  of  ecology 
and  with  the  greenhorn-keep-out  syn- 
drome. But  in  the  end,  the  massive 
development  of  western  coal  probably 
depends  on  two  factors:  the  pace  of 
coal  gasifioation  technology  and  the 
cantankerousness  of  the  Arabs.  Once 
gasification  becomes  economically  fea- 
sible, the  coal  will  become  too  valu- 
able to  leave  in  the  ground.  And 
how  soon  it  will  become  that  valu- 
able depends  in  part  on  how  fast 
the  Arabs  push  up  the  price  of  oil.  ■ 


The  dry  biartini 

It  started  with  Fleischmann's. 


The  martini  didn't  taste  like  this  until 

1 870.  The  year  that  Charles  Fleischmann  made 

the  dry  martini  possible  by  creating  the  world's  first 

dry  gin.  Today,  the  Fleischmann  martini  tastes  drier 

because  it's  still  made  with  the  driest  gin  in  the  world. 

Fleischmanns.The  worlds  driest  gin  since187Q 
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Life  can  be  safer. 


Better  safety  from  skyjackers. 
This  Westinghouse  airport 
system  ignores  keys  and  change, 
detects  weapons.  Magnetic  fields 
at  two  frequencies  "frisk"  people 
for  weapons  as  fast  as  they  walk 
through.  Another  system,  new, 
checks  the  carry-on  luggage— no 
need  to  open  it.  No  effect  on  film 
or  heart  pacers. 


Better  safety  from  intruders  and 
fire.  A  Westinghouse  security 
system  "watches  over"  hundreds 
of  homes  at  once.  In  this  town- 
house  project,  hidden  sensors 
detect  trouble,  ring  a  loud  alarm 
In  the  home,  and  tell  the  security 
guard— he  calls  police  or  fire 
department.  (Also  available  for 
individual  homes  in  many  cities.) 


Better  safety  on  flights. 
A  Westinghouse  radar  system 
can  track  every  plane,  every 
minute,  every  mile.  So  powerful, 
ground  stations  can  be  hundreds 
of  miles  apart. 


Westinghouse 
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Better  safety  at  work.  A 
Westinghouse  safety  device  pro- 
tects people  from  "ground  fault" 
shocks.  Ground  faults  are  short 
circuits  that  are  not  big  enough 
to  trip  a  regular  circuit  breaker, 
but  big  enough  to  harm  people. 
Now  special  Westinghouse  cir- 
cuit breakers  detect  even  minor 
shorts,  and  shut  the  current  off 
instantly.  For  portable  tools, 
office  machines. 


Better  safety  for  things  of  value. 
A  Westinghouse  camera  "sees" 
thieves  in  the  dark.  Part  of  a 
Westinghouse  system  now  being 
built  for  one  of  the  world's 
greatest  art  museums.  These 
low-light-level  cameras  can 
watch  over  areas  too  large  for 
guards  to  cover  completely.  Also 
used  to  prevent  theft  from  load- 
ing docks,  factories,  warehouses, 
storage  yards,  large  parking  lots. 

Westinghouse  Electric 
Corporation,  Pittsburgh,  Pa.1 5222 


Better  safety  in  the  laundry.  These  Westinghouse 
appliances  look  out  for  small  children.  To  keep  small 
hands  from  getting  in  during  the  high-speed  spin, 
we  put  a  timed  safety  lock  on  our  washer.  Tot  pro- 
tection on  our  dryer— once  stopped,  the  dryer  won't 
restart  until  the  safety  start  button  on  top  is  pushed. 


helps  make  it  happen 


Some  funds  don't  show  their  own  strength 
We  nnake  it  our  business  to  know... 


18TH  ANNUAL 
MUTUAL  FUNDS  ISSUE 


AUGUST  15, 1973 


While  measuring  and  showing  the  strengths  and 
weaknesses  of  mutual  funds  is  essentially  the  aim  of 
FORBES'  Mutual  Fund  Survey,  it's  not  quite  all  of  it. 
We  also  have  in  mind  the  corporate  advertiser  in 
search  of  the  strongest  market  for  his  message. 

Because  FORBES  Mutual  Fund  Survey  is  designed  to 
help  intelligent  investors,  whether  professional  or 
personal,  determine  which  fund  managements  are 
earning  their  keep  and  which  are  not,  this  special  issue 
attracts  one  of  the  biggest  investment  markets  in 
America. 

These  ere  the  fund  managers,  institutional  investors, 
corporate  financial  decision  makers,  and  individual 
investors.  They  will  be  eager  to  note  the  performance 
of  funds  in  both  rising  and  falling  markets  in  a  pre- 
sentation that  covers  ratings  from  both  the  past  dec- 
ade and  over  the  short  range  of  last  year.  FORBES  will 
provide  ratings  of  the  loads  and  the  no-loads,  as  well 
as  ratings  of  the  small  and  big  funds,  including  the 
stock  and  the  balanced  funds.  All  told,  the  issue  will 
include  information  on  over  500  different  funds. 

Do  you  know  why  FORBES'  leading  funds  have  a  ten- 
dency to  continue  leading?  Because  our  ratings  meas- 
ure not  just  performance  but  consistency  of  perform- 
ance, year  after  year,  in  all  kinds  of  markets. 


Clearly  this  is  where  the  action  is  and  our  investment 
influentials  know  it.  Half  of  FORBES'  subscribers  own 
mutual  funds,  the  average  subscriber  owning  $25,000 
worth.  95%  own  corporate  stocks.  The  average  value 
of  stocks  owned  is  $144,259.  Also,  45%  of  our  sub- 
scribers make  investment  decisions  for  others.  Our 
investment  influentials  regard  FORBES'  ratings  so 
highly  that  this  special  issue  will  be  read  thoroughly 
and  referred  to  frequently  throughout  the  year. 

Many  corporate  and  financial  advertisers  feel  their 
most  important  messages  deserve  that  kind  of  read- 
ership. Why  not  communicate  with  the  best  invest- 
ment audience  for  you  in  the  FORBES  18th  Annual 
Mutual  Funds  Issue? 

Show  your  strength. 

For  space  reservations,  call  your  local  sales  represen- 
tative or  write  to:  Advertising  Director,  FORBES  Mag- 
azine, 60  Fifth  Avenue,  New  York,  N.Y.  10011.  The 
closing  date  for  black-and-white  pages  is  July  25.  For 
four-color  pages,  July  5. 

FORBES  lets  the  important  influentials  in  the  invest- 
ment world  know  how  mutual  funds  are  performing  in 
relation  to  each  other.  The  more  they  know,  the  more 
they  may  want  to  know  about  your  business.  Tell  them 
in  FORBES. 

FORBES  knows. 


The  Numbers  Game 


All  Numbers  Are  Not  Equal 


Our  journey  into  the  murky  realm  of  significant  uncer- 
tainty began  innocently  enough.  We  were  leafing  through 
The  Wall  Street  Journal  one  bright  morning  last  month, 
over  a  second  cup  of  coffee,  when  a  headline  caught  our 
eye:  "Boothe  Computer  Auditors  Give  Firm  A  Quali- 
fied Opinion." 

We  knew  Boothe  Computer  was  having  trouble;  many 
independent  computer  leasing  outfits  have  since  IBM 
came  out  with  its  new  System  370  computer  line  in  1970. 
Just  weeks  earlier  Boothe  had  warned  that  its  1972  an- 
nual report  would  show  a  $36.5-million  write-off  of  addi- 
tional depreciation  on  its  now-harder-to-rent  portfolio  of 
IBM  360  equipment.  The  write-off  gave  the  company  a 
$36.5-million  loss  for  the?  year  ($17.16  per  share)  and  all 
but  wiped  out  its  net  worth. 

Now  we  read  that  even  with  the  decks  thus  cleared, 
Boothe's  auditing  firm,  Touche  Ross  &  Co.,  had  still  qual- 
ified its  opinion  of  the  company's  1972  statements.  A 
qualified  opinion  is  no  laughing  matter.  It's  like  tacking 
a  quarantine  notice  up  on  a  company's  door.  Bankers, 
creditors,  beware!  Bondholders,  stockholders,  on  your 
guard!  Touche  Ross  was  saying  that  even  with  the  carry- 
ing value  of  Boothe's  rental  equipment  pared  way,  way 
down  by  the  write-off,  it  still  had  serious  reservations 
about  the  company's  ability  to  recover  the  remainder  of 
its  computer  investment  through  future  rentals. 

As  we  thought  about  Touche  Ross,  we  remembered 
something  else:  that  earlier  this  same  auditing  firm  had 
given  two  of  Boothe's  biggest  competitors  in  leasing  IBM 
360s— Leasco  Corp.'s  leasing  subsidiary  and  Greyhound's 
74%-owned  Greyhound  Computer  Corp.— completely  clean 
bills  of  health  on  their  1972  statements.  In  these  cases, 
Touche  Ross  had  furnished  the  standard,  two-para- 
graph ".  .  .  in  accordance  with  generally  accepted  audit- 
ing standards  .  .  .  presents  fairly,  etc  .  .  ."  that  gladdens 
the  hearts  of  bankers  and  security  analysts. 

That  piqued  our  curiosity.  At  a  glance,  all  three  com- 
puter leasors  look  pretty  much  alike:  The  same  rental 
equipment,  mostly  IBM  360  gear.  The  same-sized  rental 
portfolios,  between  $200  million  and  $260  million  at  orig- 
inal cost,  grossing  between  $35  million  and  $60  million 
a  year.  The  same  overriding  competitive  factor,  namely 
IBM,  with  its  new  370  line  and  its  troublesome  new  pric- 
ing policies  announced  during  the  last  two  years.  Also, 
much  the  same  accounting  policies.  AU  depreciate  their 
360  equipment  in  the  U.S.  on  a  straight-Line  basis  over 
ten  years  (.though  Leasco  and  Greyhound  figvire  on  a 
10%  salvage'  value  at  the  end,  while  Bootht  is  writing  its 
equipment  down  to  zero) . 

About  the  only  visible  major  difference  we  could  see 
was  that  Leasco's  and  Greyhound's  computer  leasing  op- 
erations are  relatively  small  parts  of  large  companies,  while 
Boothe's  computer  leasing  revenues  make  up  80%  to  90% 
of  its  total  gross. 

So  how  come  Greyhound  and  Leasco  got  away  with 
clean  opinions  for  1972,  while  Boothe,  even  after  swal- 
lowing a  big  write-off,  got  a  dirty  opinion?  We  emptied 
our  coffee  cup  and  went  digging  for  the  annual  reports. 

Touche  Ross'  qualified  opinion  hit  us  first  off  when  we 
opened  Boothe's  report.  True  to  his  maverick  form,  found- 
er-chairman D.P.  Boothe  Jr.  had  put  it  right  up  there  on 
page  one  for  everyone  to  see.  In  substance,  it  said  Touche 
Ross  was  not  only  worried  about  whether  Boothe  could 


recover  its  computer  investment.  It  was  also  worried  about 
Boothe's  ability  to  maintain  adequate  financing  (since  its 
net  worth  had  been  written  down  to  just  $2  million)  and 
about  prospects  for  two  small,  but  now  quite  crucial,  sub- 
sidiary companies. 

In  the  report  itself,  D.P.  Boothe  was  very  frank  about 
all  this.  He  concluded  that  even  after  writing  his  rental 
equipment  down  from  $146  million  to  $90  million  in  1972, 
his  company  would  do  no  better  (nor  worse)  than  break 
even  on  computer  leasing  over  the  next  five  years. 

Then  we  hauled  out  Leasco's  and  Greyhound's  annual  re- 
ports. In  separate  audits  of  their  leasing  operations,  as  well 
as  the  parent  companies,  Touche  Ross  had  given  both 
clean  opinions.  Both  annual  reports  cited  the  hard  times 
caused  by  the  370  and  IBM's  new  pricing  policies.  Both 
conceded  they  were  having  a  much,   much  harder  time 


A  qualified  opinion 
is  like  tacking  a  quarantine  notice 
up  on  a  company's  door. 
Bankers,  creditors,  beware! 


remarketing  and  extending  360  leases  (which  typically 
run  from  one  to  three  years  and  are  cancelable).  Both 
conceded,  too,  that  their  computer  leasing  profits  would 
decline  in  the  future.  But  neither  said  anything  about  a 
profit  washout,  as  Boothe  had. 

Why  was  Touche  Ross  relatively  gentle  with  Leasco  and 
Greyhound?  Had  Touche  Ross  reached  into  the  way-be- 
yond  and  attested  to  Greyhound's  and  Leasco's  marketing 
forecasts?  Why  were  these  forecasts  more  optimistic  than 
Boothe's?  If  they  had  approved  the  forecasts,  was  that  a 
proper  thing  for  an  auditor  to  do? 

By  now  we  were  itching  to  get  in  touch  with  Touche 
Ross.  But  first  we  wanted  some  more  facts.  How  much 
of  each  company's  360  equipment  still  remained  to  be  re- 
covered? Boothe  was  now  carrying  its  360s  at  just  43%  of 
original  cost.  But  Leasco  still  had  60%  to  recover  and  Grey- 
hound 57%.  Score  one  for  Boothe,  it  seemed  to  us. 

And  what  about  each  company's  progress  in  remarket- 
ing and  extending  leases?  Boothe  had  turned  over  leases 
on  equipment  worth  $141  million  (at  original  cost)  dur- 
ing 1972,  or  about  68%  of  its  entire  ecuipment  portfolio. 
That  may  have  fallen  short  of  Boothe's  lease  expirations, 
but  it  indicated  nonetheless  that  Boothe  still  had  plenty  of 
marketing  muscle. 

Then  we  wondered  about  the  percentage  of  equipment 
off -lease— that  is,  how  much  was  gathering  dust  in  each 
company's  warehouse  collecting  no  rent?  Boothe  said  it 
had  5.3%  of  its  portfolio  idle  at  the  year's  end  (though 
D.P.  Boothe  later  admitted  to  us  it  has  climbed  to  8% 
or  so  recently).  By  contrast.  Greyhound  had  11.3%  off- 
lease  at  the  end  of  1972.  Leasco  bragged  that  it  had 
no  equipment  at  all  off-lease— causing  us  to  wonder  about 
what  kind  of  price  concessions  it  was  making.  Further- 
more, a  footnote  to  Leasco's  annual  report  warns  that 
leases  for  computers  costing  $129  million  remain  to  be  re- 
newed in  1973,  or  50%  of  its  portfolio.  That's  one-third 
more  than  Leasco  renewed  in  1972.   It  looked  like  still 
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Borrow  up 
to  $10,000 
within 
24  hours 

Whitney  Harris  Group  members 
enjoy  personal  loans  and  lines  of 
credit  to  $10,000.  24-hour  service, 
tailored  payment  schedules  with 
interest  charged  only  on  the 
unpaid  balance,  and  full  pre- 
payment privileges.  To  insure 
complete  confidentiality,  funds  are 
transferred  by  personal  check  and 
no  inquiries  are  made  locally.  To 
apply  for  membership,  write  or 
phone  toll-free: 

G.  W.  Murphy 
7000  First  Security  BIdg. 
Salt  Lake  City,  Utah  84111 
PHONE:  800-453-5316 

Whitney 
Harris 
\    Financial 
Opportunities 
Group 

Established  and 
capitalized  by 

ITT 

International  Telephone 
and  Telegraph  Corporation 
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OIL  AND  GAS  DIVISION 

Explores  for  and  develops 
oil  and  gas  reserves  and 
produces  these  fuels  to  help 
meet  the  demands  of  a 
market    in    short    supply. 

WHELAND  FOUNDRY  DIVISION 

Volume  producer  of  grey 
iron  castings,  primarily  for 
the  automotive  industry. 


NORTH  AMERICAN 
ROYALTIES,  INC. 

Gordon  Street, 
President 

CHAnANOOOA,  TENN.   37402 


'it;>'    Listed  American  and 
Pacific  Coast  Stock  Exchanges '"i 
mbol:  NAR) 


The  Numbers  Game 


another  point  for  Boothe,  or  at  least  a 
fraction  of  a  point. 

So  there  were  serious  uncertainties 
in  Leasco's  and  Greyhound's  futures  as 
well  as  in  Boothe's.  More  serious  in 
some  cases  than  Boothe's,  it  seemed. 

Briefly,  an  unpleasant  thought" 
crossed  our  mind.  Did  greater  size— 
and  more  specifically,  the  size  of  the 
auditing  fee— have  something  to  do 
with  Leasco  and  Greyhound  receiving 
clean  opinions  from  Touche  Ross?  As 
we  said,  Touche  Ross  audited  the  leas- 
ing operations  of  both.  But  it  audited 
the  parent  companies  as  well.  And 
both  parent  companies  are  far  larger 
than  Boothe.  Leasco,  with  Reliance 
Insurance  as  its  fiscal  backbone,  has 


a  forecast.  But  let  me  ask  you  where 
you  draw  the  line?  Isn't  every  audi- 
tor's opinion  to  some  degree  based 
on  the  assumption— in  effect,  the  fore- 
cast—that the  company  in  question 
will  be  able  to  remain  in  business  for 
some  period  into  the  future?" 

Sure,  we  said,  to  some  degree.  But 
what  about  that  term,  significant  un- 
certainty? Aren't  there  significant  un- 
certainties in  Greyhound's  and  Leas- 
co's computer  leasing  futures  too? 
Sure,  said  Kay.  "Uncertainty  is  the 
name  of  the  game  in  computer  leas- 
ing, where  everyone  is  loaded  up 
with  short-term,  cancelable  leases. 
Significant  uncertainties  at  Leasco  and 
Greyhound  must  be  recognized." 


Did  the  size  of  the  auditing  fee 

have  something 

to  do  with  receiving  a  clean  opinion? 


total  revenues  of  $654  million,  ten 
times  more  than  Boothe.  And  Grey- 
hound, with  revenues  just  under  $3 
billion,  is  about  50  times  larger  than 
Boothe.  Clearly,  it  was  time  to  put 
some  questions  to  Touche  Ross. 

Our  adventure  with  Touche  Ross 
is  a  story  by  itself.  Suffice  it  to  say, 
we  went  through  three  senior  partners 
of  the  firm,  including  Board  Chairman 
Robert  Trueblood,  before  a  New 
York-based  partner  named  Robert 
Kay  took  a  cab  across  town  (in  the 
midst  of  a  driving  rainstorm)  to  see  us. 

We  told  Kay  what  we  had  dis- 
covered and  said  it  looked  to  us  like 
the  big  guys  come  off  better  than  the 
little  guys.  All  three  leasing  operations 
had  been  audited  separately,  but  it 
appeared  to  us  that  the  two  owned 
by  bigger  outfits  got  better  treatment. 
"Well,"  he  replied,  "size  did  make  a 
difference,  but  not  the  way  you  are 
implying.  The  big  companies  are  nat- 
urally able  to  make  a  greater  com- 
mitment of  resources,  both  money 
and  talent,  to  remarketing  and  ex- 
tending their  leases.  Not  just  in  the 
area  of  salesmanship,  but  in  technical 
things  too,  like  expanding  the  mem- 
ories of  their  360  equipment  to  make 
them  more  like  370s.  When  we  looked 
at  the  size  of  Boothe,  and  the  effort 
it  was  making  in  that  area,  there 
were  significant  uncertainties— not  only 
in  our  minds  but  in  theirs  too." 

So,  then,  Touche  Ross  had  attested 
to  more  than  just  balance  sheets  and 
income  statements.  Yes,  replied  Kay. 
"It  boiled  down  to  an  evaluation  of 


So,  how  come  they  got  clean  opin- 
ions? Or  weren't  forced  to  make  write- 
offs? Answered  Kay:  "In  their  cases, 
we  did  not  think  the  significant  un- 
certainties constituted  abnormal  risks. 
But  in  Boothe's  case  there  were  in- 
terrelated significant  uncertainties." 
He  went  on  to  explain  that  Boothe, 
after  taking  the  big  write-off,  had  re- 
duced its  net  worth  so  much  as  to 
fall  into  technical  default  on  some  of 
its  debt  (though  it  has  been  granted 
an  extension  by  the  banks  until  the 
end  of  1974  to  clean  up  its  financial 
situation).  The  second  interrelated 
significant  uncertainty  was  that  two 
of  Boothe's  key  remaining  businesses 
—a  computer  terminal  company  and 
an  airport  equipment  company— were 
also  operating  in  the  red.  Boothe,  in 
short,  was  really  up  against  it. 

Kay  leaned  across  the  table. 
"Look,"  he  said,  "if  Boothe  doesn't 
make  it  in  this  business,  where  does 
it  go?"  He  paused  to  let  that  sink 
in.  "Now  this  kind  of  consideration 
should  never  affect  a  company's  ac- 
counting methods,  and  it  hasn't  in 
Boothe's  case.  But  it  sure  can,  and 
did  affect  the  auditor's  opinion. 

"As  I  said  before,  we  have  in  effect 
attested  to  these  companies'  market- 
ing forecasts." 

After  parting  company,  we  thought 
about  what  Kay  had  said.  Touche 
Ross,  with  its  eyes  wide  open,  had 
wandered  onto  foreign  ground  in 
giving  its  stamp  of  approval  largely 
on  the  basis  of  Leasco's  and  Grey- 
hound's sales  forecasts.   Was  it  com- 
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petent  to  make  such  judgments,  in- 
volving marketing  and  technical  ex- 
pertise as  well  as  accounting  savvy? 
Was  it  proper? 

Other  auditing  firms,  such  as  Peat 
Marwick,  Mitchell  and  Arthur  Ander- 
sen, have  established  tough,  strictly 
numerical  guidelines  for  dealing  with 
computer  leasing  companies.  They  do 
examine  forecasts,  but  they  are  more 
likely  to  force  write-oflFs  and  consid- 
er giving  dirty  opinions.  Touche  Ross, 
says  Kay,  prefers  to  take  it  on  a  more 
flexible,  company-by-company  basis. 
Indeed,  Touche  Ross  got  the  Boothe 
Computer  account  in  1971  when  Ar- 
thur Andersen  threatened  to  'qualify 
its  opinion  for  that  year.  Interesting- 


Soofhe  of  Boothe  Computer 

ly,  Touche  Ross  is  no  longer  looking 
for  more  computer  leasing  clients.  As 
Kay  put  it:  *"We  have  enough  prob- 
lems in  that  business  as  it  is." 

As  for  us,  we  could  only  conclude 
that  Touche  Ross  would  have  done 
us  all  a  greater  service  if  it  had  ex- 
plained in  more  specific  detail  exactly 
what  it  was  that  it  was  certifying— 
that  all  three  companies  face  signifi- 
cant uncertainties,  but  that  in  its  opin- 
ion Boothe's  uncertainties  are  more 
significant.  Shareholders  would  not 
assume,  as  they  may  have  by  the  ab- 
sence of  write-offs  and  dirty  opinions, 
that  Leasco  and  Greyhound  are  home 
free  in  computer  leasing.  ■ 
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BEAUTY 

BEGINS 

HERE... 


in  nature,  in  the  trees  that  give  charm  to  your  house  and  shade  to  your 
garden.  That's  where  you'll  find  it.  But  healthy,  beautiful  shade  trees  don't 
just  happen  these  days.  Continued  poor  environment,  attacks  by  disease  and 
insects  often  kill  or  disfigure  the  ones  we  value  most.  Much  of  this  loss  can 
be  avoided,  however,  by  accurate  diagnosis  and  the  timely  use  of  scientific 
methods. 

These  problems  are  not  new  to  us.  Long  before  their  ecological  condi- 
tion was  thought  to  be  so  serious  we  were  spending  substantial  amounts  of 
time,  talent  and  money  in  research  to  help  save  America's  trees. 

If  you  are  concerned  about  your  trees,  call  your  local  Bartlett  repre- 
sentative today  and  let  him  show  you  not  only  how  scientific  care  will  make 
them  more  beautiful,  but  how  it  will  keep  them  that  way. 


BARTLETT 


■MITlfTT 

TREE  EXPERTS 


Home  Office,  2770  Summer  Street,  Stamford,  Conn.  06905 

Research  Laboratories  and  Experimental  Grounds,  Charlotte,  N.C. 
Local  Offices  from  Maine  to  Florida  and  west  to  Illinois  and  Alabama. 
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One  Thing  Leads  to  Another 

The  energy  crisis  is  producing  a  petrochemicai  crisis,  says 
an  expert.  He  tftin/cs  it  may  also  produce  a  depression. 


Everyone  is  now  talking  about  the 
energy  crisis,  but  what  few  people  un- 
derstand, says  Samuel  C.  JohananoflF, 
is  that,  as  a  result  of  the  energy  crisis, 
there  is  a  chemical  crisis. 

Johananoff  knows  whereof  he 
speaks.  His  family  owns  a  group  of 
companies  known  as  the  Johananoff 
Group.  Originally,  it  was  solely  in  ship- 


Matchmaker.  Samuel  C.  Johananoff  s 
group  buys,  sells  and  ships  chemi- 
cals worldwide.  He'll  outbid  U.S. 
companies  for  chemicals  he  exports 
to  Europe,  then  he'll  return  with 
naphtha  feedstocks  U.S.  companies 
need  to  make  those  same  chemicals. 


ping  chemicals  across  the  Atlantic, 
but  shipping  now  accounts  for  only 
12%  of  its  business.  The  other  88%  is 
buying,  storing  and  selling  chemicals. 
Chemicals  are  Johananoff's  blood.  So  *^ 
is  international  trade:  Of  European 
origin,  he  divides  his  time  between 
New  York  and  Amsterdam. 

Why  will  chemicals  be  hurt  by  the 
rising  cost  of  petroleum?  He  explains: 
When  you  refine  crude,  you  throw 
off  products  like  naphtha,  ethane  and 
propane,  which  are  needed  by  the 
petrochemical  industry.  In  years  past, 
these  were  plentiful.  As  by-products 
of  petroleum  refining  and  natural  gas 
production,  they  were  cheap.  No  long- 
er. The  need  for  fuels  has  raised  the 
price  of  naphtha  and  it  also  has  cre- 
ated a  shortage  of  naphtha  in  the 
U.S.  The  reason  is  that  gasoline  is 
made  from  naphtha  and  so  is  syn- 
thetic natural  gas. 

Once  it  wasn't  economically  feasible 
to  turn  naphtha  into  natural  gas,  but 
the  energy  crisis  has  raised  the  price 
of  gas  to  a  point  where  it  has  be- 
come so.  Price  controls  have  aggra- 
vated the  problem.  The  oil  industry 
can  get  higher  prices  for  its  gasoline 
by-products  in  Europe  than  it  can  in 
the  U.S.  This,  says  Johananoff,  has  re- 
sulted in  a  situation  where  the  petro- 
chemical industry  has  been  shipping 
chemicals  like  benzene  and  toluene  to 
Europe,  while  importing  the  naphtha 
needed  to  make  them. 

"Your  exports  are  fueling  your 
shortage,"  says  Johananoff. 

They're  also  making  the  Johanan- 
off Group's  shipping  business  extreme- 
ly profitable,  he  adds.  "In  1965  we 
filled  our  ships  90%  to  Europe,  10% 
back.  By  1970  it  was  90%,  50%.  This 
year,  they  are  full  both  ways." 

Until  now  the  U.S.  petrochemical 
companies  have  been  able  to  get 
naphtha  from  Europe  because  Eu- 
rope still  has  excess  refining  capacity. 
However,  Johananoff  believes  the  day 
is  swiftly  coming  when  Europe  will 
have  a  shortage  of  capacity,  too.  What 
then?  Johananoff  predicts  the  petro- 
chemical industry  will  stop  growing. 
A  straw  in  the  wind  could  be  Union 
Carbide's  recent  announcement  that  it 
is  turning  to  Russia  for  some  of  its 
future  naphtha  supplies. 

All  in  all,  Johananoff  is  terribly 
gloomy  about  the  effect  the  shortage 
of  crude  and  refining  capacity  will 
have  on  the  U.S.  economy.  "Looking 
down  to  1985,"  he  says,  "I  see  the 
number— $30  billion— the  U.S.  will  pay 


for  crude  imports,  compared  with 
what?  Four  billion  last  year?  What 
are  you  going  to  export  to  take  up  the 
slack?  I  predict  that  in  a  year  or  two 
you  will  have  a  depression  that  will 
include  the  automobile  industry.  Be- 
cause Detroit  is  not  geared  to  produce 
small  cars,  and  they  will  be  necessary 
with  gasoUne  prices  so  high.  Ameri- 
cans will  turn  increasingly  to  imported 
cars.  They  will  have  to. 

"You  already  really  have  galloping 
inflation.  Maybe  the  chemical  feed- 
stock shortage  is  a  good  thing.  By 
keeping  the  petrochemical  business 
from  expanding,  it  may  help  to  keep 
interest  rates  down,  and  you  need  low 
interest  rates  so  that  your  economy 
in  general  can  expand.  No,  I  don't 
believe  the  European  economy  must 
follow  the  U.S.  into  a  depression.  It 
is  no  longer,  as  you  say,  the  same 
ball  game.  In  fact,  it  is  not  a  new 
ball  game  but  a  new  world." 

Johananoff  blames  the  oil  industry 
for  what  he  sees  as  the  worldwide 
energy  predicament.  The  industry  did 
not  spend  enough  money  for  explora- 
tion outside  the  Middle  East,  he  says. 
It  has,  therefore,  become  a  captive  of 
the  whims  of  the  Arab  countries. 
When  the  Arabs  decide  to  curtail 
production,  that's  it:  A  shortage  of 
crude  immediately  develops. 

"Just  look  at  this  absence  of  a 
framework  of  planning.  Oil  refining 
can  pick  up,  but  what  of  the  chemi- 
cal industry?  Even  if  the  refineries 
produce  more  chemical  feedstocks, 
the  chemical  industry  can't  count  on 
getting  them." 

Is  Rationing  Necessary? 

Johananoff  says  the  Government 
should  decide  what  percentage  of  the 
products  of  the  oil  industry  should 
be  used  for  energy,  what  percentage 
should  be  used  for  the  chemical  in- 
dustry. In  short,  he  wants  a  form  of 
rationing.  Japan  has  such  a  system 
now,  and  to  a  lesser  extent,  so  has 
Europe.  He  warns  that  the  Japanese 
are  more  aware  of  what  is  at  stake 
than  is  the  U.S. 

"The  Japanese.  For  the  past  three 
months  they  have  been  on  a  spending 
spree.  They  are  trying  to  preempt 
naphtha  from  the  Persian  Gulf,  min- 
erals worldwide,  all  BTU-containing 
products.  There  are  more  Japanese 
per  square  mile  in  the  Middle  East 
than  any  other  nationality. 

"There  is  no  general  realization  in 
the  U.S.  that  we  are  in  an  energy 
and  natural  resources  crisis.  We  have 
seen  the  dollar  sacrificed,  we  have 
seen  gold  sacrificed,  what  else  is 
there?  Our  energy  supply  is  in  ques- 
tion. How  much  more  is  necessary  to 
put  us  into  a  full-scale  crisis— for  want 
of  a  framework  of  planning?"  ■ 
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IFYOURCASHB 

NOT  WORKING  FOR  YOU  rrS 

WORKING  AGAINST  YOU 


Many  companies  view 
check  float  and  negative 
mail  float  as  a  fact  of  life. 

But  others  see  the' 
problem  more  as  the 
kiss  of  death.  Because 
every  dollar  mired  In 
corporate  pipelines  Is 
costing  them  money 

It  costs  in  dollars 
lost  through  unmade 
investments.  It  costs  In 
interest  charges  on 
money  borrowed.  It 
costs  in  contingency 
money  protecting  your 
float.  And  if  you  hold 
compensating  bal- 
ances in  a  number  of 
bonks,  it  costs  by  not 
making  that  money 
available  for  use. 

Enlightened  money 
managers  hove  found  the 
way  to  reduce  those 
costs  in  the  Southeast. 

They've  discovered 
the  Integrated  Cash 
Management  system 
of  the  First  Notional  Bank  of  Atlanta. 

Note  we  said  system,  not 
package  or  set  program.  Sold  and 
serviced  by  cash  management 
specialists,  the  First  National  system 
can  be  molded  to  individual  needs 
because  of  Its  modular  nature. 


First  National  offers 
one  of  the  few  auto- 
mated zero  balance 
subsidiary  account 
programs  in  the 
country.  First  National 
employs  teleconcen- 
tration  and  computer 
concentration  bank- 
ing. First  Notional 
provides  permanent 
demand  notes,  lock 
boxes,  investment 
options,  disbursement 
float  analyses,  activity 
statements  and 
practically  anything 
else  you'll  need. 

To  learn  more 
about  us,  contact 
Richard  Jackson,  VP.  — 
Cosh  Management 
Systems,  First  Notional 
Bonkof  Atlanta,  Box 
4M8,  Atlanta,  Georgia 
30302,404/588-6375. 
Or  ask  any  of  the 
over700  chief  execu- 
tive officers,  treasurers 
and  financial  vice  presidents  who 
hove  attended  ournatlonol  seminars. 
Any  one  of  them  will  tell  you. 

THERE'S  A  BETTER  SYSTEM 

AT  THE  RRSr  NATIONAL  BANK 

OF  ATLANTA. 


Southern  Pacific:  its  more  fha 
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L4,000  mile  railroad. 

We  keep  our  rating  as  a  number  one  railroad  because  we  continue  to 
jevelop  new  ideas  that  give  our  customers  the  best  freight  service  in  the  business. 
Our  newest  idea:  A  $39  million  automated  freight  classification  yard  we're  putting 
in  service  50  miles  east  of  Los  Angeles,  at  West  Colton.  A  highly  trained  management  team 
and  skilled  personnel  working  with  advanced  computerized  control  systems  will 

handle  more  trains  and  freight  cars  safer 
«.  *#^  2ind  faster  than  any  other  rail  terminal  in  the 

.  ~*  j^'"  world.  The  result:  A  more  dependable,  more 

.  jr--"'^  efficient  rail  operation  for  us.  A  better  competitive 

'.'*  edge  for  our  customers. 
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Ifs  geothermal  power 


We  became  interested  in  geothermal  power 
for  the  same  good  reasons  we've  nurtured  our 
forests  and  built  underground  pipelines.  It's 
smart  business,  and  environmentally  sound.  Harnessing 
geothermal  power  can  make  more  efficient  use  of 
our  land  resources  and  help  solve  an  energy  need. 

And  it's  a  non-polluting  source  of  power  Recently 
we  entered  into  a  joint  agreement  with  two  other  companies  to  explore 
and  develop  geothermal  possibilities  across  the  U.S. 


unit  trains 


A  west  coast  steel  producer  and  his  midwest  customer 

asked  us  for  help  with  a  shipping  problem:  How  could 
they  move  300,000  tons  of  coil  steel  annually  to  the 
midwest  at  a  competitive  cost?  Our  solution:  We  designed 
special  cars  that  were  1 0,000  lbs.  lighter,  yet  able  to  carry 
a  far  greater  load  than  available  cars.  Then  we  worked  out 
rates  for  single  commodity  unit  trains  that  became  the  longest  cross-country 
operation  in  the  nation.  Now  10  million  lbs.  of  coil  steel  are  being  shipped 

to  the  midwest  every  7  days. 

plant  site  location. 

Working  with  public  officials  and  agencies,  we've  assembled  over  35,000  acres 
of  Southern  Pacific  land  and  reserved  it  for  industry.  The  result  shows  in  our  ability 
to  provide  needed  economic  development  and  necessary  environmental  improvement 
all  alongour  line.  So  if  you  haven't  looked  at  us  lately, 
don't  look  back.  We're  the  railroad  ahead. 


Southern  Pacific 

■the  transportation  company  that  does  things  first. 


The  Money  Men 


Perspective  on  Inflation 
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"Be  satisfied  witli  a  reasonable  re- 
turn. Do  not  attempt  too  much.  It  is 
a  mistake." 

Is  this  a  gray-bearded  money  man- 
ager soothing  a  badly  battered  go- 
go  type?  Not  at  all.  That  business  and 
investment  advice  was  written  by 
Alexander  Brown  of  Baltimore  to  his 
son  William  after  the  panic  of  1823. 
William  was  then  heading  the  mer- 
chant banking  house  of  Brown  Broth- 
ers in  England,  the  business  that  has 
come  down  to  the  present  as  Brown, 
Shipley  &  Co.  The  father,  Alex,  was 
of  course  back  in  Baltimore  running 
the  merchant  bank  he  had  founded 
in  1800  as  an  importer  of  linen  from 
his  native  Ballymena,  in  what  is  now 
Northern  Ireland.  Two  other  sons  of 
this  Irish  Rothschild,  John  and  James, 
were  by  then  doing  business  in  Phil- 
adelphia and  New  York  in  what  be- 
came first  Brown  Brothers  and  is  to- 
day the  Wall  Street  firm  of  Brown 
Bros.,  Harriman. 

Alex  Brown  &  Sons  still  does  busi- 
ness at  the  old  stand.  It  is  now  the 
oldest  banking  house  in  North  Ameri- 
ca and  has  in  its  history  the  distinc- 
tion of  founding  the  first  railroad  in 
the  U.S.,  the  Baltimore  &  Ohio. 

If  the  different  branches  of  the 
family  had  held  together,  perhaps  Alex 
Brown  would  have  been  one  of  the 
largest  investment  banking  firms  in 
the  U.S.  instead  of  a  rather  small  one. 
The  bitterness  of  the  U.S.  Civil  War 
helped  to  end  such  hopes,  however. 
The    Baltimore    Browns    were    border 


states  Confederates;  the  New  York 
Browns  remained  loyal  to  the  Union, 
and  the  London  Browns  supported  the 
North  as  well.  The  split  in  the  close' 
ties  of  prewar  days  was  never  really 
healed  afterward. 

The  traditions,  however,  remained. 
Alex  Brown  &  Sons  today  has  sixth- 
and  seventh-generation  family  mem- 
bers in  the  firm,  although  their  names 
are  Griswold.  It  remains  a  financial 
power  in  Baltimore,  still  a  great  port 
and  a  city  of  old  money.  It  is  a  big 
municipal  bond  underwriter  in  Mary- 
land. It  has  ten  branch  offices  doing 
a  general  brokerage  business  in  the 
Southeast,  the  largest  of  them  in 
Washington.  The  Washington  office 
in  particular  specializes  in  individual 
accounts. 

It  was  to  the  manager  of  the  Wash- 
ington office  of  Alex  Brown  that  we 
went  to  talk  investing.  His  name,  fit- 
tingly enough,  is  John  Washington, 
and  he  traces  his  lineage  from  two 
brothers  of  the  first  President.  (The 
name  Washington  is  not  so  rare  as 
readers  might  think  in  and  around  the 
lands  of  old  Virginia.  The  Washing- 
tons  are  rather  a  large  clan,  although 
George  and  Martha  were  childless.) 

It  was  the  ravages  of  inflation  that 
brought  Forbes  to  this  old  firm.  What 
better  place  for  perspective  in  these 
trying  times?  Did  John  Washington, 
working  amid  Alex  Brown's  173  years 
of  perspective,  have  any  ideas  for  cli- 
ents on  how  to  stay  ahead  of  inflation? 

"In  an  inflationary  world,  conserva- 


tion of  capital  implies 
appreciation,"  he  said. 
"You  cope  by  viewing 
bonds  with  suspicion 
and,  even  in  a  market 
like  this,  maintaining 
your  long-term  faith  in 
equities." 

What  kind  of  equi- 
ties? Those  in  areas 
having  a  growth  rate 
greater  than  the  econ-  Washington  of  A 
omy  as  a  whole,  says  Washington.  We 
braced  for  a  familiar  repetition  of  the 
argument  for  one-decision  stocks— the 
Avons  and  Xeroxes  and  IBMs— where 
you  buy  and  sit,  secure  in  the  knowl- 
edge that  ever-rising  earnings  will  bail 
you  out  in  boom  and  bust  alike. 
But  no,  that  wasn't  what  Washington 
meant.  Washington  likes  energy  stocks. 

The  growth  rate  for  energy  usage 
in  the  U.S.  between  now  and  the  year 
2000  will  be  3.6%  compounded,  he 
went  on.  But  the  electric  industry  will 
grow  at  a  6.2%  rate,  and  within  the 
electric  industry  nuclear  energy  will 
grow,  he  estimates,  at  a  compound 
rate  of  approximately  16%.  The  real 
question,  as  he  sees  it,  is  this:  "How 
does  one  expose  one's  capital  to  this 
really  extraordinary  growth?" 

For  now,  he  is  leaning  toward  ura- 
nium. "In  about  five  years  a  great  deal 
more  exploration  for  uranium  will 
take  place.  We  could  have  another 
uranium  stock  boom,  hopefully  more 
soundly  based  than  the  last  one  in  the 
Fifties.  The  way  you  invest  is  to  find 
long-term  trends  and  work  down  to  a 
company  that  will  benefit.  It  may  take 
years  to  find  that  vehicle." 


Tile  Public  Needs  Assurance 


Lou  Harris,  the  famous  pollster,  is  a 
Wall  Streeter  now.  His  outfit  was  ac- 
quired in  1970  by  Donaldson,  Lufkin 
&  Jenrette.  No,  Harris  hasn't  come  up 
with  any  startling  new  ways  to  pre- 
dict the  outcome  of  the  stock  market. 
He  has  learned  some  things  about  in- 
vestors, but  his  conclusion  will  sur- 
prise nobody:  The  general  public  is 
very  sour  on  stocks.  "It  will  not  be 
an  easy  thing  to  get  them  back," 
Harris  says. 

"They  will  need  a  proven  record 
of  investment  to  show  that  a  security 
is  a  better  investment  in  time  of  in- 
flation. The  Street  must  also  prove 
that  the  research  and  advice  given  is 
on  a  par  with  that  given  institutions." 

Harris  credits  the  banks  with  doing 
a   good  job   in   taking   advantage   of 
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the  new  mood.  "This  is  a  period  in 
which  the  degree  of  confidence  in 
bankers  is  well  above  all  other  busi- 
nesses. They  have  offered  an  expanded 
range  of  retail  service  with  a  variety 
of  options  and  alternatives,  instead  of 
some  financial  salesman  putting  his 
arm  around  you  and  rationalizing  you 
into  buying  what  he  is  selling.  Banks 
and  bankers  are  the  most  progressive 
part  of  the  financial  area,  and  the 
American  people  feel  they  are  doing 
a  good  job.  Depositors  have  confi- 
dence in  the  liquidity  of  their  banks. 
They  feel  that  as  a  growth  prospect, 
savings  didn't  come  out  so  badly  com- 
pared with  mutual  funds  and  stocks. 
After  all,  the  savings-account  form  of 
investment  could  have  guaranteed  a 
return    of    6.5%    between    1969-71- 


compounded." 

Brokers,  Harris  says, 
face  the  fact  that 
"competition  for  the  in- 
vestor's dollar  is  a 
good  deal  stiffer  and 
the  individual  a  good 
deal  more  sophisticated 
and  afiluent.  Higher  in- 
come people  have  gone 
for  corporate  bonds, 
and  the  very  affluent 
are  into  municipals. 
There  are  a  rising  ninn- 
ber  of  tax  shelters. 

"From  our  family  fi- 
nance survey,  we 
found  real  estate  a  hot 
area,  triggered  psycho- 
logically by  the  ap- 
preciation home  own- 
ers saw  in  their  own 
buying    or    selling    of 


will   have 


Harris  of  DL&i 
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Now  a  bit  of  background  on  Wash- 
ington. He  is  53  years  old  and  has  to 
be  one  of  the  youngest  men  in  the 
business  to  remember  firsthand  the 
1929  crash.  His  father  died,  and  in 
April  1929  the  family's  financial  ad- 
viser put  the  money  that  would  sup- 
port John  and  his  mother  into  good- 
grade  common  stocks.  Nine-year-old 
John  Washington  remembers  watch- 
ing AT&T  go  from  $330  to  $78  "but 
maintaining  its  $9  dividend."  And 
RCA  falling  from  heights  of  $450.  The 
experience,  he  says,  has  left  him  with 
"a  certain  conservatism  and  reserve." 

Pending  his  finding  the  right  way 
to  play  the  energy  crisis,  his  conserva- 
tism and  reserve  make  Washington 
a  profit-taker  in  up  markets.  We 
asked  him  to  cite  some  stocks  in  which 
he  put  his  clients,  and  he  responded 
with  three  small  real  estate  companies 
in  which  Alex  Brown  &  Sons  makes 
markets,  including  Rouse  Co.,  a  de- 
veloper of,  among  other  things,  the 
new  town  of  Columbia,  Md. 

All  had  run-ups  in  the  over-the- 
counter  market  enthusiasm  for  real 
estate  stocks  that  ended  last  winter. 
All  have  slumped  back  to  prices  less 
than  half  of  their  highs  of  recent 
years.  "I  cut  back  Rouse  in  two 
stages,"  Washington  related.  "After 
selling  at  the  same  levels  for  years,  it 
doubled  in  early  1968.  I  sold  a  fourth 
of  it  in  April  or  May.  My  people  got 
money  out  and  paid  taxes  on  the  sale. 
But  when  it  doubled  again  by  early 
December,  I  sold  another  fourth.  I 
never  did  seU  any  more  because  I 
like  the  company  long  term,  but  the 
sales   were   predicated   on   price    ac- 


tions. The  company  was  not  five  times 
as  good  at  the  end  of  1968  as  it  was 
at  the  beginning." 

The  philosophy  holds  in  Washing- 
ton's market  actions  today.  He  is  sell- 
ing some  of  the  growth  stocks  that 
have  held  up  in  this  market  to  buy 
what  he  considers  bargains  in  stocks 
that  have  collapsed.  "I've  accepted 
profits  in  Florida  bank  stocks  at  prices 
where  they  would  have  been  buys  in 
November.  If  they  are  selling  at  the 
same  price  in  May  and  others  are 
selling  at  half  or  a  third  of  what  they 
were,  a  switch  can  be  justified." 

Washington  also  hkes  life  insur- 
ance stocks  at  present  levels,  but  he 
does  not  think  that  real  estate  stocks 
are  buys  at  the  moment. 

Alex  Brown's  high-risk  brand  of 
merchant  banking  makes  present-day 
stockbrokering  seems  terribly  seden- 
tary. Alex  Brown  during  the  War  of 
1812  advised  his  sons  to  buy  up  all 
they  could  of  flannels  and  blankets. 
These  would  be  needed  and  fetch 
great  prices.  And  he  chided  his  son  for 
selling  tobacco  at  the  normal  market 
prices  just  as  the  war  broke  out.  "A 
moment's  reflection  should  have  told 
you  that  war  would  double  and 
treble  the  price  of  tobacco,"  he  wrote 
—a  shrewd  judge  of  human  nature. 

Alex  Brown  &  Sons  is  seemingly 
more  interested  in  the  preservation 
of  capital  than  in  making  people 
rich.  The  significant  thing  is  that  the 
firm,  still  infused  in  a  way  with  the 
founder's  shrewdness,  has  preserved 
capital  for  nearly  two  centuries.  And 
isn't  that  what  survival  in  a  time  of 
inflation  is  all  about?  ■ 


houses.  But  REITs  haven't  done  well. 
I  suspect  it  is  because  they  haven't 
been  well  managed  or  hcked  the  basic 
problem:  How  do  you  have  a  real 
estate  investment  that  can  grow  and 
still  have  liquidity?  The  answer  may 
lie  in  a  financial  vehicle  mixing  real 
estate  and  bonds  with  liquidity." 

DL&J  is  hot  after  pension  fund 
money,  and  Harris  has  done  consider- 
able research  in  this  area.  "I  usually 
only  predict  the  Presidential  election," 
he  says,  "but  I  will  predict  we  are 
going  to  get  quite  an  upsurge  of  peo- 
ple with  their  money  in  pension  funds 
wanting  to  kn6w  how  that  money  is 
being  managed.  We  are  already  get- 
ting into  employee  choice  options, 
asking  them  if  they  want  more  active, 
adventuresome  management." 

Any  suggestions  for  getting  people 
back  into  stocks?  Yes. 

"Why  shouldn't  a  quarterly  report 
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go  to  the  investor  saying  this  is  how 
we've  done  piece  by  piece.  The  more 
sophisticated  investor  wants  to  see 
the  performance  of  his  portfolio  com- 
pared not  just  to  the  Standard  & 
Poor's  500,  but  to  other  individual 
portfolios  in  the  aggregate." 

Harris  is  also  worried  lest  the  small 
investor  get  burned  again,  this  time 
in  commodity  speculation.  "There  is 
too  much  flirtation  with  inexperienced 
investors  in  this  volatile  area," 

Overall,  Harris  finds  the  public 
nervous  and  apprehensive.  "The  prob- 
lem facing  the  country  now  is,  to 
what  degree  is  the  current  surge  of 
consumer  purchases  a  panic  buying 
before  the  storm  hits  again,  or  a  real 
thing?  The  consumer  needs  assurance 
that  inflation  can  be  checked.  Wheth- 
er or  not  the  60-day  price  freeze 
will  provide  that  assurance  remains 
to  be  seen."  ■ 


Because  executive  and  pro- 
fessional men  and  women 
sometimes  need  a  personal 
loan^too... 

Now 

you  can  borrow 

^,500  to  $25,000  in 

absolute  privacy 

entirely  by  mail. 


No  time-consuming  interview  and  no 
embarrassment.  Repay  in  convenient 
low  monthly  sums.  This  popular  method 
of  obtaining  cash  by  mail  is  currently 
being  utilized  by  prominent  and  busy 
individuals  who  desire  fast  service, 
conveniently  in  the  privacy  of  their 
home  or  office.  Offered  by 
a  subsidiary  of  one  of 
America's  most  respected 
financial  institutions.  For 
immediate  details  (no 
one  will  call),  write  .  .  . 


Associates  Financial  Services  Corp. 
Suite  3024,  1030  E.  Jefferson  Blvd., 
South  Bend,  Indiana,  or  call  collect 
Mr.  Jack  McMahon  at  219/284-2458. 


THE  DIAMOND  OF  HER  DREAMS 
at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  Y^  to  V^  higher. 

OVER  5,000  STYLES  $100.  to  SIOO.OOO 
Send  for  FREE  92-paKe  Catalog  t 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th  fl. 
Empire  State  BIdg.,  New  York,  N.Y.  10001       I 

Name j 

Address Zip • 


OWN  YOUR  OWN 


"BECOME  A  FINANCIER" 

Ideal  for  execLitlve  type  person.  Operate  from 
a  dignified  professional  office.  Clients  come 
to  you  for  Venture  Capital  Assistance.  Must 
be  sincere  witfi  well-rounded  business  back- 
ground.   Instant   Hi    income   for   right   person. 

$22,500  cash  will  handle 

Send  resume  to  Dept.  F,  Computer  Capital 
Corporation,  Suite  521,  Max  Factor  BIdg. 
6922  Hollywood  Blvd.,  Los  Anqeles,Ca.90028. 
Or  call  Mr.  Ray  (213)  463-8151. 

This  offering  is  not  a  franchise.  . 
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Faces  Behind  the  Figures 


Plain  Cop 

There's  a  positive  reaction  to  the 
Watergate  mess.  Some  call  it  a  bu- 
reaucratic revolt.  Perhaps  that's  too 
strong.  Yet  the  rank-and-file— especial- 
ly the  lawmen— in  such  key  federal 
agencies  as  the  Securities  ir  Exchange 
Commission,  Justice  Department  and 
Internal  Revenue  Service  seem  more 
determined  than  ever  to  reassert  their 
political  independence.  The  likely  re- 
sult is  still  more  legal  actions  like 
those  recently  leveled  at  such  politi- 
cally influential  men  as  Robert  Vesco, 
Maurice  Stans,  John  Loeb  and  top 
aides  to  New  Jersey's  Governor  Wil- 
liam Cahill.  Jack  Anderson,  the  syn- 
dicated muckracker,  predicts  "a  new 
purging— the  next  crew  in  the  White 
House  will  be  like  Caesar  s  wife"- 
that  is,  above  suspicion. 

Who  are  the  career  bureaucrats 
who  will  carry  the  fight?  Forbes 
found  one— Gerald  Boltz,  head  of  the 
SEC's  Los  Angeles  office: 

At  42,  Boltz  still  looks  and  sounds  a 
bit  like  the  Ohio  farm  boy  he  once 
was.  But  when  he  starts  talking  about 
stock  fraud,  his  eyes  get  hard  and 
narrow. 

Boltz  agreed  to  be  interviewed  only 
after  SEC  Chairman  Bradford  Cook's 
name  was  dragged  into  a  pending 
conspiracy  and  obstruction  of  justice 
case  and  Cook  decided  to  resign,  "I 
don't  want  any  personal  publicity," 
Boltz  emphasized.  "But  I  do  want 
to  reassure  the  public  that  the  SEC 
is  on  the  job." 

Last  month  seemed  to  prove  it. 
Boltz  and  his  superiors  in  Washington, 
D.C.  again  showed  their  political  in- 
dependence by  tackling  two  dynamite- 
loaded  fraud  cases.  The  first  centers 
around  the  Geotek  oil  drilling  part- 
nerships in  San  Francisco,  which  al- 
legedly defrauded  investors  of  mil- 
lions of  dollars.  The  dynamite  is  the 
defendants:  among  others,  Geotek's 
respected  auditing  firm  of  Arthur 
Young  &  Co.  and  Geotek  director 
Otis  Chandler,  who  is  head  of  Los 
Angeles'  most  powerful  family  and 
publisher  of  the  Times-Mirror  Co.'s 
Los  Angeles  Times. 

The  second  case  is  even  more  ex- 
plosive, if  that's  possible.  The  SEC 
charges  that  one  of  President  Nixon's 
oldest  friends  and  campaign  support- 
ers, C.  Arnholt  Smith  of  San  Diego, 
"manufactured"  $17.5  million  in  earn- 
ings at  his  Westgate-California  Corp. 
and  also  looted  the  publicly  held 
company  of  millions  in  assets  (  Forbes, 
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Aug.  15,  1971  and  Aug.  15,  1972). 
These  two  cases  are  not  Boltz's 
first  blockbusters.  Two  years  ago 
Boltz  cracked  a  stock  fraud  case 
involving  the  Sharpstown  bank  that 
implicated  Texas'  Democratic  Gov- 
ernor and  led  to  the  resignation  of 
Assistant  U.S.  Attorney  General  Will 
Wilson  and  the  conviction  of  the 
Texas  House  speaker.  And  a  year  ago, 
he  took  out  after  Edgar  Kaiser  and 
35  senior  executives  of  Kaiser  Re- 
sources and  Kaiser  Steel  for  compara- 
tively minor  securities  law  violations. 
The  two  companies  signed  consent 
decrees  without  admitting  or  deny- 
ing the  charges.  Boltz's  oflBce  put 
Goldstein  Samuelson— the  commodity 
options  hucksters— out  of  business; 
its    principal,    Harold    Goldstein,    re- 


cently pleaded  guilty  to  three  counts 
of  mail  fraud. 

Is  Boltz  merely  engaged  in  crusad- 
ing his  way  up  the  ladder?  He  denies 
it  vigorously. 

"I'll  never  be  chairman  of  the  SEC," 
he  says.  "I  never  wanted  that.  Those 
nominations  don't  just  happen.  To  get 
chosen,  a  man  needs  friends  within 
the  brokerage  business  and  in  politics 
boosting  him.  That's  too  cozy  for  me. 
I'm  a  cop." 

Boltz  says  his  ambition  is  to  stay 
in  his  $36,000  job  and  crack  more 
cases,  especially  among  financial  com- 
panies ranging  from  mutual  funds  and 
stock  brokerages  to  freelance  invest- 
ment counselors.  "We  don't  go  out 
looking  for  big  cases,"  Boltz  demurs. 
"But  if  one  comes  our  way.  .  .  ."  ■ 


Boltz  of  the  SEC 


\  Question  of  Ethics 

Amid  all  the  talk  of  a  growing  U.S. 
shortage  of  energy  and  raw  materials, 
what  is  the  Nixon  Administration  do- 
ing to  solve  the  problem? 

To  find  out,  Forbes  recently  paid 
a  visit  to  John  Carroll  Whitaker,  Un- 
der Secretary  of  Interior.  A  tall,  strap- 
ping man  of  46,  Canadian-born  of 
U.S.  parents,  Whitaker  has  a  Ph.D  in 
geology  from  Johns  Hopkins. 

Whitaker  takes  the  long  view. 
"Look,  a  century  ago,  timber  was  the 
source  of  90%  of  aU  our  energy,"  he 
explains.  "Fifty  years  ago,  coal  was 
our  major  resource.  Now  it's  oil,  most- 
ly from  the  Mideast.  We've  had  three 
energy  revolutions  in  a  hundred  years. 
We  could  have  another.  Nuclear 
energy.  Energy  from  the  sun.  Energy 
from  the  earth.  There's  plenty  of  shale 
oil.  It's  not  economical  to  extract  now, 
but  a  technological  breakthrough 
could  make  it  economical.  The  Mesabi 
Range  ran  out  of  iron  ore  20  years 
ago— then  taconite  came  along." 

Besides,  he  goes  on,  there  are  bil- 
lions of  barrels  of  crude  oil  in  Alaska 
and  off  the  Atlantic,  Pacific  and  Gulf 
coasts.  Plus  1.5  trillion  tons  of  coal  in 


Whitaker  of  Interior 


the  U.S.— enough  to  last  2,500  years. 

Yes,  but  a  good  many  people  think 
the  Federal  Government  isn't  doing 
much  to  deal  with  the  present  short- 
ages in  energy  and  raw  materials.  It 
has  dragged  its  feet  on  regulatory  so- 
lutions and  underwrites  no  research 
into  alternative  sources  of  energy. 
How  about  today?  Forbes  asked.  The 
answers  were  not  exactly  reassuring. 

Whitaker  says  President  Nixon  is 
thinking  of  starting  a  special  agency 


on  energy  research  and  development. 

Regulatory  solutions?  "They  present 
huge  political  problems,"  Whitaker  re- 
plies. "We  could  lower  the  depletion 
allowances,  but  we'd  run  into  trouble 
with  the  producers  of  raw  materials. 
Abolishing  the  regulation  of  freight 
rates,  as  the  Administration  has  pro- 
posed, is  a  political  impossibility.  The 
farm  states  look  with  horror  on  the 
idea." 

As  for  Barry  Commoner's  idea  that 
manufacturers  be  restricted  in  the 
use  of  aluminum,  which  requires 
huge  amounts  of  electricity  to  make, 
Whitaker  is  even  more  reluctant.  "The 
economy  is  just  too  complex  to  regu- 
late in  that  manner,"  he  replies.  "I 
think  a  conservation  ethic  will  solve 
many  of  the  problems  with  energy  and 
natural  resources.  Remember  a  few 
years  ago  we  were  worried  about  the 
population  explosion?  Ethics  took  care 
of  that  problem.  People  stopped  hav- 
ing as  many  children.  You  see  those 
lamps  over  there.  I  used  to  keep 
them  lit.  Then  I  realized  there  was 
no  sense  in  doing  so. 

"Secretary  [Rogers]  Morton  has 
stopped  using  his  limousine.  He's  tak- 
ing a  small  car  to  work  these  days."  ■ 


Balancing  Act 

If  Chrysler  is  in  a  somewhat  vulner- 
able position  in  the  U.S.,  it  is  even 
more  so  overseas.  It  arrived  late  there, 
and,  to  break  in,  had  to  pick  up 
smallish,  family-owned  auto  firms: 
Rootes  of  Britain;  Simca  of  France; 
Barreiros  Diesel  S.A.  of  Spain. 

John  J.  Riccardo,  49,  an  accountant 
by  training,  has  the  job  of  molding 
these  smallish  firms  into  a  major  com- 
pany. Although  he  is  president  (un- 
der Chairman  Lynn  Townsend)  of 
the  parent  company,  he  exerts  much 
of  his  efforts  overseas.  "We  were  in 
a  serious  situation  in  1970,"  he  ex- 
plains. "We  lost  money  overseas  in 
that  year."    ' 

Chrysler  International  is  now  well 
in  the  black.  It  made  $30  milhon 
last  year  out  of  Chrysler's  total  of 
$220  million.  But  Riccardo  still  per- 
forms a  precarious  balancing  act. 

In  Britain,  Chrysler  now  has  the 
Avenger  (sold  as  the  Cricket  in  the 
U.S.),  a  hot  car.  But  Chrysler  United 
Kingdom  has  been  hard  hit  by  strikes 
and  has  lost  so  much  production  that 
it  is  phasing  out  the  Avenger  in  the 
U.S.  Chrysler's  Spanish  operation  lost 
money  last  year,  sales  in  Australia 
were     depressing     and     in     Mexico 
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Chrysler  is  struggling  to  turn  around 
Fabricas  Automex,  which  it  took  over 
last  year  from  the  Azcarraga  family. 
In  addition,  Chrysler  bought  a  15% 
equity  in  Japan's  Mitsubishi  Motor 
Corp.  for  $26  million,  but  called  off 
expanding  the  position  to  35%  because 
the  cost  in  yen  is  r»ow  30%  higher. 
The  Dodge  Colt,  built  by  Mitsubishi, 
was  Chrysler's  best  hope  for  challeng- 
ing the   U.S. -built  subcompacts.   But 


Riccardo  of  Chrysler 


devaluation  has  pushed  the  Colt's 
price  above  the  level  set  by  American 
competitors. 

For  all  these  problems,  Riccardo  is 
pleased  with  Chrysler's  progress  in 
building  its  once-fragmented  acquisi- 
tions into  a  truly  international  opera- 
tion. Its  French  Simca  is  a  major  ex- 
porter from  that  country,  particularly 
to  Italy,  where  it  is  second  only  to  Fiat 
in  sales.  Nor  is  Chrysler  hopelessly 
outclassed  in  the  European  market 
overall.  The  biggest  company  there  is 
Fiat  with  18%;  Ford  has  11%  and  Gen- 
eral Motors  10%.  Ford's  strength  is 
in  Britain.  General  Motors'  is  in  Ger- 
many. "Everyone  else  is  dominant  in 
a  single  country,  but  we  have  more 
equal  penetration  across  the  board," 
Riccardo  points  out. 

So,  in  the  grand  Detroit  tradition, 
Riccardo  remains  an  optimist.  Talk- 
ing as  fast  as  an  assembly  line  con- 
veyor belt  moves,  he  says,  "Our  op- 
tions remain  open  and  flexible  for 
building  a  U.S.  subcompact  [any- 
where in  the  world].  Give  us  a  rea- 
sonable labor  climate  in  England 
and  we'll  do  a  decent  job.  We've  got 
new  products  in  Australia  and  we're 
building  back.  In  Iran  we're  growing 
faster  than  we  are  in  Brazil.  We're 
truly  worldwide  now."  ■ 
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Faces  Behind  the  Figures 


Force  of  Circumstance 

Any  new  CEO  likes  to  take  charge 
when  his  company  is  undergoing  a 
major  turnaround.  But  even  crisp, 
spunky  Cornell  C.  Maier,  48,  who 
took  over  as  president  and  chief  ex- 
ecuti\'e  at  Oakland's  Kaiser  Aluminum 
&  Chemical  a  year  ago,  couldn't  have 
foreseen  the  t»nnaround  that  has  over- 
taken Kaiser  and  its  industry  this  year. 
"I  think  almost  everyone  in  the 
aluminum  industry  has  been  surprised 
at  how  dramatic  the  market  turn  has 
been,"  says  Maier,  an  up-through-the- 
ranks  electrical  engineer  who  hopped 
from  corporate  general  manager  to 
the  presidency  last  July.  "We've  ex- 
perienced almost  a  complete  reversal." 
Where  inventories  were  high,  they're 
now  low;  where  capacity  was  abun- 
dant, it's  now  short;  where  prices  were 
falling,  they're  now  moving  up;  and 
where  profits  were  rock-bottoming, 
they're  now  soaring.  "Ingot  is  scarce," 
says  Maier,  "sheet-fabricating  facili- 
ties are  straining  to  meet  the  demand, 
and    manv    users,    for    the    first    time 


in  recent  memory,  are  on  allocation." 
The  reversal  stems  from  a  num- 
ber of  factors— the  shortage  of  power 
in  the  Northwest,  which  has  put  a 
crimp  in  production,  and  the  stag- 
gering 24%  increase  in  first-quarter 
demand  that  sent  prices  rocketing— 
from  21  cents  to  25  cents  a  pound  on 
ingot  (27.5  cents  overseas),  10%  and 
more  on  fabricated  products. 

Maier  does  not  claim  that  the  price 
upsurge  will  produce  a  dramatic 
change  in  Kaiser's  1973  earnings.  Sure, 
the\'  will  probably  double  the  1972 
figure.  But  considering  that  $6  mil- 
lion of  the  S15-million  advance  is 
capital  gains  and  much  of  the  rest 
will  come  from  nonaluminum  \en- 
tures.  Kaiser's  $30-million  profit  will 
not  be  all  that  spectacular. 

The  trouble,  Maier  explains,  is  that 
Kaiser  booked  a  lot  of  business  last 
fall  at  low  prices  under  long-term  con- 
tracts, and  until  those  contracts  run 
out  this  fall,  Kaiser  is  only  getting 
the  benefit  of  higher  prices  on  that 
small   amount   of   new   business    it   is 


Maier  of  Kaiser  Aluminum 


able  to  write.  "If  you're  not  selling 
any  ingot,"  he  says  wryly,  "it  doesn't 
much  matter  at  what  price  you're  not 
selling  it." 

But  look  out,  Maier  says,  in  1974. 
Supply  and  demand,  he  says,  should 
remain  in  balance  for  the  next  three 
or  four  years,  demand  should  be 
growing  at  maybe  1%  annually,  ca- 
pacity at  not  much  more  than  3%. 
So  prospects  look  excellent.  "Even 
with  no  growth  in  1974— and  that 
would  mean  a  recession  in  the  U.S.— 
we  would  still  face  a  very  tight  sup- 
ply situation." 

The  question,  of  course,  is  this:  If 
the  industry  should  recover  its  long- 
lost  prosperity,  will  it  again  repeat 
the  pattern  of  expansion  and  overca- 
pacity, price  competition  and  falling 
profits  that  has  beset  it  twice  in  the 
past  decade  or  so?  "I'm  not  sure  how 
many  lessons  we've  learned,"  Maier 
says,  "but  circumstances  have 
changed,  and  that  should  help  a 
great  deal." 

Expansion,  he  explains,  will  just 
not  be  that  easy  to  accomplish  in 
the  future.  "Power  is  not  available 
in  large  blocks  today,  and  if  you  can 
get  it,  it's  expensive.  That's  why  we 
feel  most  of  the  expansion  will  come 
outside  the  U.S.  where  there  are  still 
some  pockets  of  reasonably  low-cost 
power  available.  Then  there  are  en- 
vironmental restrictions;  quite  apart 
from  what  they  do  to  the  cost  of  op- 
eration, they  make  it  difficult  to  find 
plant  sites.  And  financing— that  will 
be  a  lot  more  difiBcult  in  the  future. 
Much  of  the  capacity  added  in  recent 
years  was  financed  with  tax-free 
municipals,  and  they're  not  available 
anymore.  Outside  the  U.S.  there  were 
a  lot  of  subsidized  plants,  and  there 
won't  be  as  many  of  them  either." 

What  Maier  is  suggesting,  of 
course,  is  that  the  aluminiun  indus- 
try has  now  reached  the  point  at 
which  the  paper  industry  arrived 
somewhat  earlier  and  toward  which 
the  chemical  and  other  commodity- 
oriented  and  capital-intensive  indus- 
tries, including  oil,  seem  to  be  head- 
ing: Capital  has  finally  become  too 
short  to  risk  without  far  greater  as- 
surance of  reward— long-term  reward 
—than  investment  in  these  industries 
has  yielded  in  the  past.  Never  mind 
what  the  market  needs:  Expansion 
will  no  longer  be  the  automatic  re- 
sponse to  demand;  and  when  and  if 
it  comes,  consumers  will  have  to  pa>' 
for  it  in  the  form  of  higher  prices— 
and  higher  profits  to  the  pioducers 
who  provide  it  for  them.    ■ 
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Hoi/v  to  Play 
Post  Office 

Since  people  are  always  looking  for 
easy  ways  to  make  a  buck,  there  are 
always  others  ready  to  show  them 
how— for  a  buck.  One  current  guide 
is  by  Southern  California  mail-order 
entrepreneur  Joe  Karbo,  48,  who  looks 
a  little  like  (you  should  pardon  the 
expression)  Bernie  Comfeld. 

Karbo's  ad  in  the  financial  pages 
offers,  for  $10,  to  send  you  The  Lazy 
Man's  Way  to  Riches,  a  book  ex- 
plaining how  you,  too,  like  Karbo, 
can  acquire  a  $100,000  house,  a 
$30,000  mountain  retreat,  two  boats 
and  a  Cadillac  while  working  six 
hours  a  day,  nine  months  a  year. 
Though  Karbo's  $300,000  ad  cam- 
paign for  the  book  is  far  from  done, 
75,000  eager  beavers  have  already 
sent  in  over  $700,000-for  a  book 
whose  manufacturing  cost,  the  ad 
admits,  is  only  50  cents. 

The  lazy  man's  way  (says  the  ad 
for  the  book)  doesn't  require  educa- 
tion, capital,  luck,  talent,  youth  or 
experience— only  belief.  That  it  does. 
Because  while  the  book  sounds  like  a 
standard  onward-and-upward  tract,  it 
is  in  fact  a  carefully  contrived  pitch 
to  lure  the  reader  into  the  mail-order 
business— with  Karbo's  "help." 

Mail  order,  which  Karbo  calls  the 


Author  Karbo 


world's  most  exciting  business,  has 
been  good  to  him.  After  bouncing 
around  show  biz,  advertising  and  real 
estate,  he  made  his  fortune  through 
the  mails.  Last  year  he  made  $250,000 
selling  such  items  as  Christmas  orna- 
ments that  glow  in  the  dark  and  a 
book  on  handicapping  horses.  He 
bought  the  book  for  $5,000;  it  has 
so  far  netted  him  $175,000.  "The  two 
things  I  enjoy  most  in  life  are  acting 
and  writing,"  he  says.  "I  get  to  do 
both,  because  selling  is  acting,  and  I 
got  to  write  this  book." 

But  the  book  was  more  than  just 


moneymaking  fun:  Because  he  was 
running  short  of  mail-order  ideas,  he 
wrote  Lazy  Man  to  solicit  new  ones. 
In  the  last  chapter  he  asks  his  readers 
to  let  him  know  if  they  have  a  new 
idea,  but  not  to  tell  him  what  it  is. 
Some  500  people  have  sent  him  word 
of  their  brainstorms.  They  are  then 
asked  to  give  details  and  to  sign  a 
release  seemingly  granting  Karbo  the 
option  to  pay  only  $1,000  for  the  idea. 
Perhaps  that's  what  Karbo  meant 
when  he  said,  in  his  beach  house 
office  overlooking  the  Pacific,  "My 
first  motivation  is  to  make  a  buck."  ■ 


Bored  of  Directors 

Philadelphia's  First  Pennsylvania 
Corp.  created  a  "youth  seat"  on  its 
board  of  directors  and  named  24- 
year-old  Harry  Gangloff  to  fill  it  in 
July  1971.  Now  that  Gangloff  is 
about  to  receive  his  Ph.D  in  engi- 
neering from  Drexel  University,  he  is 
losing  his  student  status,  and  with  it 
his  bank  director's  job. 

Gangloff  is  a  serious  young  man, 
with  close-icropped  hair  and  a  delib- 
erate manoer.  He  was  brought  in  by 
First  Pennsylvania's  iconoclastic  chair- 
man, 48-year-old  John  Bunting,  at 
the  same  time  as  Bunting  brought  in 
two  other  "minority"  types:  Black 
businessman  Henry  G.  Parks  Jr.  (Parks 
Sausages)  and  TV  educator  Joan  Ganz 
Cooney  ("Sesame  Street"). 

With  only  eight  90-minute  meet- 
ings a  year  and  no  staff,  Gangloff 
found  there  wasn't  much  he  could  do. 
"I  don't  want  to  say  that  ennui  set  in 
at  the  board  meetings,  but  it  was 
very  difficult  to  understand  the  im- 
plications   of    what    was    being    pre- 
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sented.  A  business  background  might 
help.  Still,  some  people  jokingly  said 
—I   took   it   to   be  jokingly— that   they 


Gangloff  of  First  Pennsylvania 


had  been  there  many,  many  years 
and  hadn't  yet  figured  out  what  was 
going  on." 

To  Gangloff,  the  outside  directors' 
role  came  down  to  giving  the  bank's 
officers  a  pat  on  the  back.  "They  ex- 
plain what  they're  doing  and  you 
say,  yes,  that's  very  good.  It  was  well 
established  what  Mr.  Bunting  was 
doing  with  the  antipollution  earth 
bonds  and  minority  hiring.  I  felt  any- 
thing I  brought  up  was  superficial. 
Some  people  migh*:  question  the  need 
for  a  board  at  all." 

Public  directors,  paid  full  time  and 
given  a  staff,  would  make  more  sense. 
"It  wouldn't  be  a  job  with  no  re- 
sponsibility then,"  says  Gangloff. 
"They  would  have  to  put  out  material 
explaining  what  was  going  on  and 
what  they  were  doing."  Public  re- 
sponse, which  Gangloff  found  entirely 
lacking,  might  also  be  encouraged. 

Was  it  all  a  waste  of  time?  Harry 
Gangloff  is  too  tactful  to  say  that. 
What  he  says  is:  "I  don't  remember 
anything  really  being  changed  by  any- 
one at  all."  ■ 
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"The  American 

Cancer  Society  gave  me 

back  my  voiced 

I'm  an  actor.  My  name  is 
Bill  Gargan.  I  had  cancer  of  the 
throat.  They  operated  and 
removed  my  voice  box.  No  voice 
box.  No  voice.  This  meant  I  had 
to  learn  a  new  way  of  talking.  I 
thought  it  was  either  my  voice 
or  my  life. 

The  ACS  sponsors  classes 
where  they  teach  laryngectomy 
patients,  Uke  me,  to  talk  again. 
Those  classes  meant  everything 
tome. 

Until  then  I  never  knew 
ACS  helps  rehabilitate  people 
who've  been  treated  for  cancen 

Or  that  they  help  support 
research. 

Or  that  they  keep  doctors 
up  to  date  on  new  develop- 
ments and  stress  regular 
checkups  and  other  lifesaving 
actions  for  the  public. 

But  they  can't  help  anyone 
without  some  help  from  you. 

We  want  to  wipe  out 
cancer  in  your  lifetime. 


Give  to  the  American  , 
Cancer  Society.  f  ® 

THIS  SPACC  CONTRIBUTtO  BY  THE  PUBIISHER 


The  Funds 


A  Time  To  Plunge 

We  could  scarcely  believe  our  ears, 
but,  yes,  it  was  John  NeflF  talking. 
Neff,  the  Valley  Forge  money  man- 
ager (Windsor  and  Gemini  funds) 
who  scorns  high  price/ earnings  stocks. 
NeflF,  the  man  Forbes  picked  as  the 
most  articulate  advocate  of  value  as 
opposed  to  glamour  {Jan.  1).  Believe 
it  or  not,  NeflF  is  selling  AT&T  and 
buying  Levitz  Furniture. 

We  wdll  repeat  his  exact  words: 

"I'm  selling  oflF  some  of  my  AT&T 
and  starting  to  buy  some  of  the  dev- 
astated secondary  growth  stocks.  Such 
as  Levitz.  But  I  didn't  get  mine  at  60 
or  even  40  or  20  like  the  bank  boys. 
I  got  mine  at  8J2." 

The  fact  that  Levitz  later  slipped 
as  low  as  6  doesn't  much  bother  NeflF. 

"Its  troubles  have  helped  Levitz. 
Management  has  received  a  badly 
needed  shakeup  and  reorganization. 
It  has  stopped  trying  to  grow  too  fast. 
It  should  be  able  to  control  things  bet- 
ter. Meanwhile,  the  labor  and  field 
problems  have  repelled  some  poten- 
tial competitors." 

Isn't  this  a  complete  switch?  "Yes," 
says  NeflF.  "Buying  this  kind  of  stock 


means  taking  greater  risk  than  I'm 
accustomed  to  taking." 

We  encouraged  NeflF  to  go  on. 

"Now  is  the  time  to  be  daring  and 
imaginative  when  no  one  else  is.  Look 
at  the  fantastic  values  to  be  found 
in  the  market  outside  of  the  Holy  35 
[stocks  like  Avon  Products,  Xerox, 
Eastman  Kodak],  especially  in  adver- 
tising agencies,  apparel,  automobiles 
and  conglomerates. 

"The  last  time  I  saw  so  many 
across-the-board  good  security  values 
was  in  the  early  Fifties." 

So  NeflF  thinks  the  time  has  come 
to  get  out  of  some  steady  stocks  like 
AT&T,  which,  though  they  have  held 
up  well,  lack  the  upside  potential  that 
the  bombed-out  lesser  stocks  have. 
This  is,  he  feels,  a  time  to  plunge— not 
necessarily  into  speculative  stocks  but 
into  stocks  that  have  been  punished 
in  the  market  out  of  all  proportion 
to  their  sins. 

He's  also  looking  at  Winnebago— 
though  he  hasn't  bought  yet.  "The 
one-decision  growth  stock  cultists  were 
shocked  that  Winnebago  should  show 
signs  of  being  cyclical  and  sold  at 
huge  losses.  Why  the  surprise? 

"Surely  mobile  home  building  has  a 
cychcal  element." 


REIT  Spot? 


Leverage  works  both  ways.  It  can 
make  for  big  profits— or  big  losses. 

Take  a  look  at  two  leveraged,  closed- 
end  mutual  funds,  CNA-Larwin  In- 
vestment Co.  (assets:  $47  million) 
and  the  REIT  Income  Fund  ($39  mU- 
lion).  Both  invest  primarily  in  real 
estate  investment  trusts,  both  are  fair- 
ly new  and  both  have  recently  suf- 
fered for  their  leverage. 

CNA-Larwin  (CLIC)  and  REIT 
Income  are  the  only  REIT  funds 
around,  but  REIT  manager  Sonnen- 
blick-Goldman  is  launching  one  of 
its  own,  and  Value  Line  and  Chan- 
ning  Management  have  been  toying 
with  the  idea.  Stocks  may  be  a  drag 
on  the  market  today.  Real  estate  is 
more  salable  than  ever. 

Salable  such  merchandise  may  be, 
but  the  two  funds'  short  history 
strongly  suggests  that  REIT  funds 
are  for  investors  with  iron  nerves  and 
strong  stomachs. 

The  net  asset  value  of  CLIC  has 
skidded  about  22%  since  the  fund's 
inception  last  January.  And  that's  not 
accounting  for  either  the  8%%  sales 
commission  original  common  investors 


paid  or  for  the  fact  that  sometimes 
CLIC  is  selling  on  the  open  market 
at  a  slight  discount.  The  original  in- 
vestor who  wanted  out  now  might 
have  to  settle  for  barely  two-thirds  of 
his  money.  And  all  this  in  less  than 
six  months! 

The  net  asset  value  of  the  REIT 
Income  Fund,  which  commenced  in 
June  of  last  year,  had  zoomed  22%  by 
early  this  year,  but  has  since  fallen  9% 
below  its  original  net  asset  value. 

Such  volatility  is  not  surprising. 
REITs  themselves  are  leveraged,  often 
borrowing  heavily  in  the  commercial 
paper  market  to  raise  funds  for  lend- 
ing. But  CLIC  and  REIT  Income  pile- 
their  leverage  onto  the  REIT  leverage.  •    | 

In  their  oflFerings  to  the  public, 
they  issued  two  classes  of  stock,  com- 
mon and  preference.  The  accumula- 
tive preference  shares  have  a  fixed 
dividend  that  has  top  priority  on  the 
fund's  income.  The  common  shares  get 
the  rest— provided  asset  coverage  is 
at  least  double  what  the  preferred 
would  be  entitled  to  in  liquidation. 

CLIC,  moreover,  is  allowed  to  bor- 
row up  to  50%  of  its  net  assets.  Al-     j 
ready,  it  has  bank  credit  lines  of  $10 
million,  and  it  has  taken  down  $4.3 
million  of  it. 
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Thus,  while  CLIC's  actual  port- 
folio has  declined  only  12.1%  in  value 
since  January,  its  net  asset  value, 
thanks  to  leverage,  is  oflF  about  22%. 

The  two  funds,  however,  are  not 
Tweedledum  and  Tweedledee. 

REIT  Income  is  the  less  racy  of  the 
two.  It  isn't  allowed  to  borrow  money, 
for  instance.  "Maybe  it's  our  Boston 
conservatism,"  says  REIT  Income  Vice 
President  Vincent  B.  Burns.  The  fund 
is  now  in  a  far  heavier  cash  position 
than  CLIC,  roughly  25%,  m.  CLIC's 
almost  zero  percent.  "We  made 
moves,"  explains  Burns,  "to  take  out 
some  of  the  downside  volatility.  You 
see,  you  can  get  up  to  8%  on  short- 
term  vehicles  with  no  downside  risk." 

CLIC,  on  the  other  hand,  has  no 
cash.  "Ninety  percent  of  our  portfolio 
is  in  short-term  REITs,"  says  CLIC 
Executive  Vice  President  William  R. 
Harman-that  is,  in  REITs  that  lend 
short-term  only.  "Short-term  is  where 
all  the  real  growth  is."  In  times  of 
tightening  money,  such  as  today, 
short-term  trusts  are  better  able  to 
keep  their  spreads. 

Investors  are  attracted  to  REITs 
because  of  their  often  better-than- 
bond  yields  cum  possible  capital  gains. 
Right  now,  a  common  share  of  CLIC 
is  yielding  over  10%  and  REIT  Income 
also  about  10%.  If  the  REIT  market 
does  recover,  there  could  be  juicy  cap- 
ital gains  as  weU.  But  wouldn't  an 
investor  be  better  off  buying  shares  in 
a  REIT  itself  and  so  save  on  fees  and 
expenses? 

The  funds  reply  as  expected:  port- 
folio diversity  and  the  benefit  of  "ex- 
pertise." The  durable  old  mutual 
fund  sales  pitch! 

Despite  the  yields,  REITs  also 
share  the  shortcomings  of  common 
stocks— even  if  earnings  are  good,  the 
market  may  still  clobber  the  shares. 
"Vei-y  few  things  haven't  been  affected 
by  the  market  decline,"  notes  Burns. 
Moreover,  good  management  or  no, 
REITs  are  qot  immune  from  real  life's 
bolts  from  the  blue. 

Many  REITs,  for  instance,  tied  their 
loan  rates  to  the  prime  rate,  say,  four 
points  above  prime.  They  would  bor- 
row money  in  the  commercial  paper 
market,  where  rates  have  traditionally 
been  one-half  point  below  prime.  But 
earlier  this  year  commercial  paper 
rates  began  soaring  while  the  Federal 
Reserve  Board  kept  a  lid  on  the 
prime.  "Those  REITs  got  squeezed," 
says  Hamnan. 

All  in  all,  REITs  can  be  very  risky. 
Not  surprisingly,  the  REIT  fimds  can 
be,  too.  ■ 


More  and   more  investors  are 
deciding  they  don't  have  to  give 
up  control  of  their  portfolios 
and  pay  a  percentage  fee  to  get 
competent  investment  counsel. 

Before  turning  over  your  cash  and  securities — lock,  stock  and  divi- 
dends— to  someone  to  manage  and  trade  at  his  discretion  on  a  per- 
centage fee  basis,  consider  the  alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel 
and  keep  complete  control  over  your  portfolio.  You  v^/ill  issue  buy  and 
sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio 
value.  We  think  the  modest  cost  will  surprise  you  and  actually  be 
much  less  than  you  expect. 

The  Babson  organization's  68  years'  experience,  independent  re- 
search department,  modern  in-house  computer  plus  Individual  atten- 
tion to  your  portfolio,  assure  you  of  unbiased,  professional  investment 
counsel  precisely  suited  to  your  particular  investment  aims  and 
needs.  Mail  this  coupon  for  complete  details. 

■  JBfflfc  babson's  reports  inc. 


Investment  Management  Division  oept.  f-562 

Wellesley  Hills,  Mass.  02181 
Founded  In  1904  by  Roger  W.  Babson 

Please  send  information  on  Babson's  Investment  Appraisal   and   Review  Counseling   Service. 
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T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 
The  Investment  Objectives  are 

Growth  of  Market  Value  & 

Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 

have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 

it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 
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T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
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A  Toast 
To  The  Top 


When  liquor  advertisers  want  to  reach  the  top 
of  the  management  market,  more  of  them  use 
FORBES  than  any  other  business  magazine. 

The  Publisher's  Information  Bureau  shows  that 
one  out  of  every  three  liquor  advertising  dollars 
placed  in  business  magazines  in  1972  was  in- 
vested in  FORBES.  And  in  the  first  four  months 
of  1973,  this  ratio  favoring  FORBES  increased. 

In  fact,  FORBES  carried  almost  as  many  liquor 
pages  in  1972  as  did  Business  Week  and  For- 
tune combined.  And  this  holds  true  for  the  first 
four  months  of  this  year,  too. 

How  come? 

Liquor  advertisers  want  to  reach  the  manage- 
ment market  because  businessmen  are  impor- 


tant consumers  of  their  products.  And  many 
businessmen  tend  to  drink  and  serve  the  brands 
preferred  by  their  bosses. 

FORBES  is  the  magazine  read  regularly  by  more 
top  management  in  America's  largest  corpora- 
tions than  any  other.  So,  naturally,  people  in  the 
know  in  the  liquor  business  get  to  the  top  of  the 
management  market  in  FORBES. 

Want  to  know  how  to  reach  those  people  other 
people  follow  with  your  liquor,  wine  or  other 
consumer  product  advertising?  Just  ask  your 
FORBES  representative,  he'll  tell  you  how. 
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Stock 
Analysis 


Treating  The 
Symptom 


By  Heinz  H.  Biel 


Smashing  the  thermometer  won't 
ever  cure  a  fever.  By  once  again 
freezing  prices,  this  time  for  60  days^ 
President  Nixon  seems  to  imply  that 
it's  rising  prices  that  are  causing  in- 
flation. And  since  inflation  is  bad  and 
has  to  be  stopped,  price  increases 
are  verboten.  That  is  utter  nonsense, 
of  course,  and  one  can  only  hope 
that  the  President  knows  it,  too. 

Prices  have  been  rising  because 
eflFective  buying  power  has  been  and 
still  is  increasing  much  more  rapidly 
than  the  output  of  goods  and  ser- 
vices with  which  to  satisfy  such  de- 
mand. Hardly  anything  has  been 
done  to  slow  down  this  demand.  It's 
true  that  the  President  is  attempting 
to  put  a  limit  on  government  spend- 
ing, but  even  if  this  eflFort  should 
succeed,  spending  will  continue  to 
exceed  revenues  by  a  very  unhealthy 
margin.  Also,  only  lately  has  the  Fed- 
Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


eral  Reserve  reduced  the  rate  of  in- 
crease in  the  money  supply  which 
had  been  feeding  and  accelerating 
this  inflationary  boom  for  well  over 
a  year. 

A  Sea  of  Debt 

When  the  first  price  freeze  was 
ordered  in  August  1971,  I  said  in 
this  column  that  the  Government  was 
screwing  the  lid  on  tight  on  a  pres- 
sure cooker  while  at  the  same  time 
turning  on  the  gas.  Of  course,  it  had 
to  blow  up,  and  sure  enough  it  did. 
Curbing  inflation,  holding  it  down 
to  a  tolerable  level,  is  neither  easy 
nor  painless,  and  it  will  never  win 
popular  acclaim.  It  is  understandable, 
therefore,  that  nothing  was  done  prior 
to  the  election  last  year.  Immediately 
thereafter,  however,  the  Administra- 
tion should  have  moved  to  suspend 
the  investment  tax  credit,  then  and 
now  an  unneeded  stimulant.  Restric- 
tions should  have  been  placed  on  con- 


sumer credit  by  requiring  a  stiff  man- 
datory down  payment  and  shortening 
the  financing  period.  Interest  rates 
should  have  been  permitted  to  rise 
freely  in  order  to  discourage  borrow- 
ing, which,  after  all,  merely  creates 
additional  buying  power.  Now  this 
country  is  in  danger  of  drowning  in 
a  sea  of  debt.  The  possible  conse- 
quences can  be  very,  very  serious. 

By  ordering  the  new  freeze  the 
President  hoped  to  forestall  anti-in- 
flation legislation  by  Congress  (as  if 
you  could  "legislate"  against  inflation ) 
and  to  satisfy  the  clamor  of  a  deeply 
concerned  public  that  something  be 
done  to  restore  faith  in  the  dollar. 
Apparently  neither  Dr.  Burns  nor 
Messrs.  Connally,  Shultz  and  Stein 
could  agree  on  anything  other  than 
what  was  finally  done,  and  by  ex- 
empting labor  and  farmers  it  was 
made  politically  mo'-e  palatable.  Just 
as  the  landlord  always  is  pictured  as 
the  greedy  villain,  it  is  the  supermar- 
ket operator  who  is  to  be  blamed  for 
the  high  cost  of  food.  This  is  cheap 
politics  at  its  worst. 

Why  60  days?  No  reason,  except 
to  gain  time.  Let's  worry  about  it 
tomorrow,  as  Scarlett  O'Hara  used 
to  say.  Maybe  the  problem  will  go 
away  and  a  Phase  4,  whatever  that 
will  be,  may  not  be  needed.  Actually, 
such  thought  is  not  quite  as  far- 
fetched as  it  appears.  Many  econo- 
mists believe  that  this  great  boom 
culminated  this  spring  and  that  a 
downturn  of  economic  activity  is  be- 
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Which  Fkinds 
Were  Top 
Performers? 


FundScope,  the  national  monthly  mutual  fund 
magazine,  takes  a  cold  hard  look  at  the  per- 
formance records  of  458  mutual  funds  and  comes 
up  with  some  eye-opening  data.  Included  in 
these  performance  tables  are  so-called  Go-Go 
funds,  No-Load  funds  and  funds  little  known 
except  to  professional  investors. 

This  dynamic  analysis  gives  you  annual  re- 
sults for  each  mutual  fund  and  the  TOP  10%  IN 
PERFORMANCE  and  the  BETTER-THAN-AVER- 
AGE  and  BELOW-AVERAGE  performers  (or  each 
year  since  1965.  You  may  be  surprised  to  learn 
that  only  one  fund  hit  the  TOP  10%  for  gain  in 
five  of  the  eight  years,  one  fund  made  the  TOP 
10%  in  four  of  the  eight  years,  eleven  funds 
made  the  TOP  10%  in  three  of  the  eight  years. 
FUNDSCOPE  NAMES  ALL  THESE  FUNDS,  as 
well  as  the  above-average  performers  for  each 
of  the  8  years. 

SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  just  $22  for  a  3-month  trial  subscription  to 
FundScope  including  4  bonus  reports  at  no  extra 
cost:  (1)  the  56-page  analysis  "Which  Funds 
Were  Top  Performers?"  (2)  "Are  NO-LOAD  Funds 
a  Bargain?" — a  special  64-page  survey,  (3)  the 
45-page  report  "Which  Funds  Performed  Well  in 
Up  and  Down  Markets?",  AND  (4)  FundScope's 
April  1973  MUTUAL  FUND  GUIDE,  the  564-page 
book  with  all  the  vital  data  you  need  on  over 
450  Load  and  No-Load  funds  (GUIDE  ALONE 
SELLS  FOR  $20). 

ACT  NOW:  Mail  your  $22  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $60  (10-day  returnable  guar- 
antee). Include  ZIP.  No  salesman  will  call.  Not 
available  on  newsstands. 

FUNDSCOPE 

1900  Avenue  of  the  Stars,  Dept.  F-53,  Suite  700 
Los  Angeles,  California  90067 


MONEY 
GROWS 
FASTER 
IN  MEXICO 


Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  income 
at  rates  in  excess  of  what  may 
now  be  available  to  you.  At  no 
obligation,  write:  E.  C.  Latham, 
President,  Mexletter  Investment 
Counsel,  Hamburgo  159, 
Mexico  6,  D.  F.,  Mexico. 

MEXLETTER 
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literature.  Letterhead  requests  only. 
PAPERWEIGHTS,  INC. 
Ospt.  IK,  307  Eiit  Short  Roid 
Great  Neck,  N.Y.  11023  (516)  466-4455 


ginning  to  get  under  way.  If  this 
should  be  the  case,  then  the  upward 
pressure  on  prices  can  be  expected 
to  moderate  before  long.  In  that  event 
the  President  may  be  spared  from 
making  new  decisions  in  a  field  that 
he  doesn't  like  and  probably  doesn't 
understand. 

Inflation  Psychology 

Americans  are  deeply  worried  about^ 
the  future  value  of  their  money.  For 
the  first  time  in  our  history  we  witness 
a  frantic  flight  of  capital  out  of  the 
dollar— into  gold  coins,  land,  antiques, 
art,  stamps  and,  last  but  not  least, 
foreign  money.  The  Administration's 
obstinate  refusal  to  intervene  in  the 
foreign  exchange  markets  to  prevent 
the  dollar  from  being  kicked  around 
like  a  third-rate  currency  is  incom- 
prehensible. We  can  no  longer  afford 
such  a  cavalier  attitude  of  benign 
neglect.  The  deutsche  mark,  which 
was  worth  25  cents  a  few  years  ago, 
now  costs  nearly  40  cents.  The  Nix- 
on message  didn't  help  the  situation 
a  bit.  The  dollar  promptly  fell  to  new 
lows.  Unless  we  show  determination 
to  stabilize  the  dollar  in  relation  to 
other  currencies,  the  flight  of  capital 
is  going  to  get  worse  and  worse. 

We  must  be  blind  not  to  see  that 
the  dollar  depreciation  raises  the 
price  of  everything  we  must  import 
from  abroad.  And  to  restrict  the  ex- 
port of  farm  products,  if  foreign  buy- 
ing should  lift  prices  beyond  certain 
levels,  is,  to  say  the  least,  a  bit  naive. 
Why  didn't  we  think  of  this  last  year, 
instead  of  hailing  the  Russian  grain 
deal  as  a  magnificent  accomplish- 
ment? And  how  are  we  going  to  im- 
prove our  trade  balance  if  we  cannot 
freely  export  those  commodities  which 
are  most  wanted  abroad? 

It  is  my  opinion  that  the  U.S. 
should  proclaim  at  once  its  willing- 
ness to  support  the  dollar  at  or  near 
present  exchange  rates.  If  necessary 
we  should  be  willing  to  sell  gold  in 
the  free  market  in  order  to  prevent 
a  runaway  rise  in  the  price  of  gold, 
which  has  such  very  high  visibility 
(completely  out  of  proportion  to  its 
economic  importance)  and  therefore 
accentuates  inflation  psychology,  both 
here  and  abroad.  What  do  we  have 
gold  reserves  for  if  the  Government 
doesn't  use  them  in  times  of  dire 
need?  The  time  is  now  I  We  simply 
cannot  afford  to  permit  any  further 
erosion  of  confidence. 

Perhaps  the  less  said  about  the 
market  the  better.  What  seemed  to 
hold  some  promise  of  a  budding  sum- 
mer rally  came  to  an  abrupt  halt  after 
Nixon's  economic  message.  Wall 
Street,  obviously,  didn't  like  it  any 
better  than  I  did.  Prices  tumbled 
close  to  the  year's  bottom,  with  hun- 


dreds of  stocks  setting  new  1973  lows. 

I  have  given  up,  more  or  less,  try- 
ing to  rationalize  why  some  stocks 
are  selling  where  they  are  today.  You 
look  at  the  P/Es  and  you  are  baflBed. 
Why  should  the  stock  of  a  sound  and 
solid  company  with  seemingly  favor- 
able prospects  sell  at  5  or  6  times 
earnings?  Unless  this  country's  econ- 
omy is  going  to  pot,  which  is  not  in- 
concei\'able  but  not  very  likely,  such 
low  valuations  are  not  realistic.  Al- 
though I  am  not  bullish  on  the  mar- 
ket, I  simply  cannot  bring  myself  to 
recommend  dumping  inherently  good 
stocks  at  present  prices,  provided,  of 
course,  these  investments  are  owned 
outright  and  not  held  on  margin. 

The  downfall  of  last  year's  favorites 
is  continuing,  so  far  still  on  a  selective 
basis,  however.  The  latest  victim  is 
Tropicana  (23),  a  growth  company 
with  a  splendid  record  of  steadily 
rising  profits  up  to  the  very  latest 
quarter  that  ended  May  31.  The 
stock  lost  one-sixth  of  its  value  in  a 
single  day,  when  one  large  holder 
wanted  to  get  out  in  a  hurry.  Last 
year  Tropicana  sold  above  60,  or 
about  70  times  earnings.  The  present 
multiple  is  22,  which  is  high,  but  no 
longer  absurd. 

Tempting  Bargains? 

Such  collapses  are  scary.  You  nev- 
er know  which  glamour  stock  may  be 
next  on  the  list  of  an  institutional  in- 
vestor who  becomes  disenchanted  for 
one  reason  or  another  and  who  sells 
regardless  of  price  (but,  nevertheless, 
wants  to  negotiate  the  commission 
down  to  near  zero) . 

I  still  do  not  rule  out  the  possibility 
of  a  good  rally  this  summer,  provided 
two  events  occur:  1)  Watergate  gets 
off  the  front  page  without  a  serious 
constitutional  crisis;  and  2)  the  Ad- 
ministration takes  meaningful  steps  to 
stabilize  the  dollar.  Foreign  investors 
are  very  much  aware  that  American 
stocks  are  dirt  cheap.  All  they  need 
is  some  assurance  that  the  exchange 
risk  in  making  dollar  investments  does 
not  offset  the  potential  profit.  Sec- 
ond-quarter earnings  reports,  whidi 
will  be  coming  out  shortly,  will  be 
the  best  ever.  Bargain  hunters  may 
find  the  temptation  irresistible. 

It  is  indicative  that  there  are  more 
than  50  sizable  (revenues  over  $100 
million)  New  York  Stock  Exchange 
companies  whose  shares  are  selling 
at  a  multiple  of  no  more  than  7,  meet- 
ing the  following  requirements:  rec- 
ord per  share  earnings  for  the  past 
12  months;  cash  dividends  in  e\er\' 
year  of  the  past  decade;  and  no  def- 
icits in  at  least  ten  years.  ■ 


Mr.    Hooper    is    on    vacation.    His 
column  will  be  in  the  next  issue. 
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The 
Market 
Outlook 


Undiscovered 
Opportunities 


By  Sidney  B.  Lurie 


I  AGREE  that  this  is  an  unsustainable 
business  boom,  that  a  slowdown  lies 
ahead.  But  the  question  of  whether 
the  next  phase  of  business  is  labelled 
"plateau"  or  "recession"  may  not  be 
as  important  to  stock  prices  as  it  might 
appear  to  be  on  the  surface.  In  terms 
of  the  main  body  of  stock  prices,  to- 
day's fears  are  far  from  news.  Apart 
from  the  possibility  that  the  transi- 
tion to  a  slower  but  more  sustainable 
rate  of  economic  progress  might  be 
accomplished  satisfactorily,  the  fact 
remains  that  the  market  does  not  re- 
quire a  buoyant  economy  for  its  over- 
all health:  The  Dow  rose  almost  40% 
in  1954  and  almost  13%  in  1961,  even 
though  aggregate  corporate  profits 
were  practically  unchanged  in  those 
years. 

If  I  am  correct  in  my  belief  that 
the  subtle  background  is  strengthen- 
ing in  almost  inverse  ratio  to  deepen- 
ing speculative  pessimism,  then  it  al- 
most automatically  follows  that  the 
question  is  where  new  candidates  for 
attention  will  appear.  While  the  pros- 
pect that  the  era  of  cheap  raw  ma- 
terials is  over  might  present  problems 
to  certain  industries,  it  can  open  up 
opportunities  in  others. 

Neg/ecfed  Value 

For  example,  I  believe  that  Ethyl 
Corp.  (around  26,  paying  $1)  repre- 
sents a  potential  energy  crisis  bene- 
ficiary that  has  not  yet  been  "dis- 
covered." It  takes  more  refinery  ca- 
pacity and  more  crude  oil  to  get  lead 
or  no-lead  gasoline  of  comparable 
octane  quality  to  gasoline  with  anti- 
knock compounds.  With  the  oil  short- 
age likely  to  remain  for  some  time 
ahead,  the  pressures  are  building  for 
a  relaxation  of  EPA  regulation.  Even 
if  the  timetable  isn't  modified,  it  is 
significant  to  note  that  the  antiknock 
compound  business  is  growing  steadi- 
ly outside  of  the  U.S.,  where  such 
operations  contributed  17%  of  last 
year's  total  operating  profits.  Ethyl 
has  estimated  this  area  should  be  part 
of  a  substantially  higher  sales  base 
than  is  now  enjoyed.  The  accompany- 
ing  projection   indicates    an   earnings 
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potential  of  roughly  $7.50  per  share 
in  1976.  Meanwhile,  it  seems  to  me 
this  strongly  financed,  diversified  busi- 
ness will  enjoy  record  profits  this  year 
approaching  $5  vs.  $4.03  in  1972. 

Along  the  same  line,  I  wonder  if  the 
threat  of  higher  gasoline  prices  are  as 
much  of  an  auto  sales  negative  as  is 
popularly  believed.  The  European  ex- 
perience, where  gasoline  prices  are 
substantially  higher  than  in  the  U.S. 
and  average  incomes  lower,  suggests 
that  the  price  of  gasoline  is  not  a  sales 
deterrent.  Also,  cars  have  become  a 
necessity  rather  than  a  luxury. 

True,  1974  holds  the  threat  of  a 
changed  passenger-car  sales  mix,  with 
a  larger  share  of  the  market  being 
taken  by  the  so-called  subcompact 
and  compact  cars.  These  have  better 
gasoline  economy  than  the  interme- 
diate- and  larger-size  cars,  which  have 
higher  unit  profit  margins.  But  in- 
creased sales  of  lower-unit-profit  cars 
could  be  offset  by  increased  sales  of 
optional  accessories;  the  American 
public  is  simply  not  a  buyer  of 
"stripped  cars."  Furthermore,  the 
growing  availability  of  domestic  small 
cars— and  the  now  favorable  price  dif- 
ferential as  a  result  of  two  devalua- 
tions—suggests that  the  imported  car 
threat  has  passed  its  peak.  This  means 
more  of  total  demand  will  be  sup- 
plied by  the  domestic  manufacturers. 

My  point  is  that  even  if  there  is 
an  element  of  nonrecurrence  in  this 
year's  auto  earnings  boom,  the  out- 
look may  be  better  than  prevailing 
belief.  A  case  can  be  made  for  long- 
term  interest.  Naturally,  each  com- 
pany has  its  own  claim  to  fame.  For 
example.  Ford  (around  57  with  a 
1973  earnings  potential  of  over  $10 
per  share,  of  which  $2  will  come  from 
outside  the  U.S.)  is  probably  the  most 
innovative  company  in  the  industry 
and  is  likely  to  enjoy  a  new  sales 
stimulus  with  the  Mustang  II.  Chrys- 
ler (around  25,  with  a  1973  earnings 
potential  of  some  $6  per  share,  of 
which  close  to  $1  may  come  from 
abroad)  should  enjoy  the  full  earn- 
ings benefits  of  a  product  standardiza- 
tion and  parts  simplification  program 
with  its  1974  models,  which  feature 
completely  restyled  large  body  cars.   ■ 
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holders of  record  June  15,  1973. 
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As  this  issue  of  Forbes  goes  to  press, 
the  market  has  up  to  six  weeks  more 
in  which  to  speculate  about  the  pro- 
visions of  Phase  4.  The  resulting  un- 
certainties have,  understandably,  re- 
minded most  investors  of  the  stock 
market's  behavior  after  the  Adminis- 
tration announced  Phase  1  (also  a 
general  price  freeze)  on  Aug.  15, 
1971,  to  be  followed  90  days  later  by 
the  specifics  of  Phase  2. 

Two  years  ago,  the  stock  market 
celebrated  Phase  1  by  breaking  out 
of  a  three-month  downtrend,  staging 
a  3/2-week  rally  and  then  declining 
for  another  three  months  until  Phase 
2  was  announced  and  the  dollar  was 
devalued  some  13%  in  the  Smithsonian 
currency  realignment.  This  precedent 
could  suggest  that  stock  prices  might 
extend  the  five-month-old  retreat  from 
last  January's  highs  by  breaking  the 
May  21-June  4  lows  near  Dow  880 
before  mounting  a  sustained  and 
worthwhile  recovery. 

Plausible  though  this  notion  might 
be,  there  are  some  reasons  to  question 
it.  For  one  thing,  the  record  of  the 
past  several  years  suggests  that  in- 
vestors have  tended  to  respond  favor- 
ably to  price-control  efiForts.  There- 
fore, I  suspect  that  this  time  more 
attention  should  be  paid  to  the  ag- 
gressive demand  for  stocks  which  de- 
veloped after  Phase  2  was  inaugurated 
than  to  the  selling  pressures  which 
drove  prices  down  while  Phase  1  was 
in  force,  even  though  Phase  2  was 
not  easy  on  corporate  profit  margins. 
In  other  words,  investors  might  be 
inclined  to  anticipate  Phase  4  as  a 
perhaps  more  moderate  version  of 
Phase  2  by  accumulating  rather  than 
liquidating  common  stocks. 

A  Doub/e  S\'im\j\\j% 

Of  course,  it  could  be  argued,  the 
stock  market's  Phase  2  recovery  was 
attributable  also  to  the  Smithsonian 
dollar  devaluation.  Together,  these 
developments  stimulated  a  massive 
tide  of  stock  buying  from  abroad  in 
addition  to  demand  from  investors  at 
home.  This  time,  with  the  dollar  hav- 
ing undergone  a  second  devaluation 
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(10%)  several  months  earlier,  could  a 
similar  double  stimulus  on  the  market 
be  expected? 

As  I  see  things  at  press  time,  the 
answer  ought  to  be  yes.  True,  Feb- 
ruary's dollar  devaluation  had  al- 
ready prompted  foreign  investors  to 
buy  U.S.  stocks  at  a  record  annual 
rate  in  the  first  quarter.  But,  sub- 
sequently, the  foreign-exchange  value 
of  the  doUar  declined  even  further 
and  stock  prices  kept  falling  under 
pressure  from  evidence  of  mounting 
inflation  and  from  political  troubles 
besetting  the  Administration.  Although 
you  wouldn't  think  so  from  watching 
the  Dow,  these  problems  drove 
broad-based,  unweighted  stock  price 
indexes  to  levels  under  their  1970 
bear-market  lows,  for  a  drop  of  rough- 
ly 30%  from  January's  highs.  At  last 
month's  lows  these  indexes  were  also 
significantly  lower  than  when  Phases 
1  and  2  were  announced. 

Supporf  for  the  Market 

Now,  whatever  Phase  4  looks  like, 
I  think  it  is  bound  to  subdue  some 
of  the  more  glaring  symptoms  of  in- 
flation in  an  economy  that  already 
appears  to  be  well  on  the  way  to- 
ward cooling  off.  By  the  same  token, 
it  ought  to  ease  fears  of  an  anti-in- 
flation credit  crunch  and  simultane- 
ously help  restore  confidence  in  the 
dollar  abroad.  For  foreign  investors, 
remember,  the  oflRcial  dollar  devalua- 
tions and  the  recent  unofficial  one  in 
the  "floating"  foreign-exchange  mar- 
ket have  made  American  common 
stocks  much  cheaper  than  for  domestic 
investors.  Just  before  Phase  1  was  an- 
nounced, the  Dow  stood  at  835.  When 
the  pre-Phase  4  freeze  was  announced, 
the  Dow  was  915.  But  for  foreign 
investors,  who  can  now  buy  dollars, 
say,  25%  cheaper  than  two  years  ago, 
the  Dow  was,  in  effect,  below  700. 

Put  differently,  investors  abroad, 
using,  potentially,  billions  of  devalued 
dollars,  can  "buy"  the  Dow  at  the 
equivalent  (to  them)  of  under  10 
times  likely  1973  earnings  and  a  great 
many  stocks  at  maybe  5  to  6  times.  At 
the  least,  such  values  should  attract 
enough  demand  to  keep  the  stock 
market  out  of  serious  trouble.  ■ 
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By  Myron  Simons 

A  Funny  Thing 
Happened .  .  . 


A  FUNNY  THING  happened  to  the 
stock  market  on  the  way  to  the  last 
recession.  The  big  institutional  inves- 
tors put  their  computers  and  analysts 
to  work  on  ways  to  minimize  risks  in 
the  trying  times  they  saw  coming.  The 
computers  computed  and  the  analysts 
analyzed  and  most  of  them  came  up 
with  the  same  answer:  Buy  the  blue 
chip  growth  stocks. 

The  institutions  went  in  to  minimize 
risk  and  ended  up  with  a  self-fulfilling 
prophecy.  In  search  of  a  haven  so 
much  big  money  went  after  the  same 
stocks  that  these  stocks  climbed  in  a 
declining  market.  The  institutions 
ended  up  looking  smart  but  maybe 
for  the  wrong  reason. 

A  consequence  of  their  good  for- 
tune is  that  they  may  now  be  in 
exactly  the  opposite  posture  from 
what  they  intended.  Instead  of  being 
in  a  position  of  minimum  risk,  they 
may  now  be  in  a  position  of  maximum 
risk.  Just  think  what  can  happen  to 
these  high  P/E  stocks  if  a  good  many 
people  try  to  get  out  at  the  same 
time!  And  this  can  happen  even  if 
their  earnings  keep  looking  good. 

What  about  the  risks  in  the  rest  of 
the  market?  Even  though  P/Es  are 
almost  unbelievably  low,  isn't  there 
the  risk  that  they  won't  be  low  if 
earnings  turn  down  again— as  most 
forecasters  think  they  will? 

My  answer  is:  Not  necessarily.  Not 
if  you  take  a  long  enough  time  span- 
two  years  or  three  instead  of  six 
months  or  12.  Even  assuming  we  will 
have  some  kind  of  a  recession,  it  prob- 
ably is  not  going  to  last  forever.  What 
you  must  ask  yourself,  therefore,  is: 
Which  stocks  will  come  out  of  the 
next  dip  with  higher  earnings  than 
they  now  have?  If  you  pick  the  right 
ones,  your  downside  risk  is  limited  by 
present  low  prices  and  your  upside 
potential  is  guaranteed  by  the  higher 
earnings  ahead. 

I  am  aware  that  just  any  stock 
doesn't  fill  this  requirement.  Not 
when  high-grade  bonds  give  a  yield  of 
7)2%  to  8%.  If  you  are  going  to  buy  a 
stock,  it  has  to  more  than  match  that 
return  with  a  combination  of  its  divi- 
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dends    and    its    capital    appreciation. 

Clearly,  the  first  order  of  things  is 
to  look  at  the  dividend.  Let's  say  that 
the  stock  yields  5%;  in  order  to  make 
it  worth  your  while  it  should  have 
the  potential  to  appreciate  by  some 
20%  over  the  next  three  years,  when 
the  next  peak  in  the  economic  cycle 
should  heave  into  view.  By  the  way, 
that  does  not  mean  that  the  earnings 
have  to  grow  regularly  each  quarter, 
or  even  each  year,  so  long  as  they 
get  there  in  the  end.  If  the  company 
has  enough  assets  working  for  it,  that 
may  not  be  such  a  hard  job.  So,  be- 
fore you  buy  a  stock,  look  at  the 
book  value  per  share  and  make  an 
approximation  of  how  much  more  will 
be  invested  in  the  company  out  of  its 
cash  flow  during  the  time  you  expect 
to  continue  as  an  owner. 

Let's  get  back  to  risk.  We've  got 
it  pretty  well  nailed  down  to  one 
thing:  the  possibility  that  earnings 
will  go  down  and  stay  down.  That 
could  happen,  of  course,  but  if  you've 
looked  carefully,  that  is  less  likely 
than  that  some  glamour  stock's  high 
P/E  multiple  will  dissolve  because 
fashions  in  investing  have  changed. 
At  this  stage  of  the  market,  I  think 
that  the  best  way  to  minimize  risk 
is  to  forget  about  continual  earnings 
growth  and  to  look  at  the  balance 
sheet.  Balance-sheet  analysis  is  al- 
most a  lost  art  in  Wall  Street.  But 
if  you  were  buying  a  company  lock, 
stock  and  barrel,  one  of  the  first 
things  you'd  look  at  would  be  the 
tangible  assets. 

There's    a    good    formula    for    the 


minimization  of  risk.  First,  give  your- 
self enough  time  so  that  you  can  get 
through  a  valley,  if  it  comes,  and 
arrive  at  the  next  peak.  Second,  buy 
ignored  stocks.  They  may  require 
more  patience,  but  they  are  liable  to 
present  the  best  values.  Three,  study 
the  balance  sheet  to  make  sure  that 
there  is  enough  asset  power  working 
for  you. 

One  group  of  stocks  that  fits  these 
qualifications  is  the  railroads  {nee 
table).  They  are  ab.solutely  funda- 
mental to  our  economy,  but  investors 
have  not  looked  at  them  for  years. 
They  are  selling  at  fractions  of  their 
asset  values  and  at  P/Es  that  are 
historically  very  low.  Their  future? 
Well,  maybe  they  aren't  IBMs,  but 
the  energy  crisis  may  keep  their  truck- 
ing competitors  from  growing  and 
switch  some  trafiic  their  way.  Mod- 
ernization has  been  going  on,  and,  in 
spite  of  the  image  cast  by  Penn  Cen- 
tral, many  railroads  are  in  apple  pie 
shape.  Add  one  final  ingredient— many 
of  them  have  natural  resources  which 
have  hardly  been  exploited— and  you 
have  all  the  qualifications  of  low-risk 
investments.  Rewards  should  take  care 
of  themselves  if  you  give  them  enough 
time.  By  the  way,  book  values  are 
huge,  but  that's  typical.  They  are 
more  an  indication  of  how  much 
you've  got  going  for  you  than  a  real- 
izable valuation. 

Container  companies  are  another 
example.  They've  taken  huge  write- 
offs and  have  brought  their  earning 
assets  into  first-rate  condition.  Tre- 
mendous investments  have  been  made 
in  recent  years  by  the  steel  companies. 
Take  a  look  at  some  of  those  values! 

Maybe  this  is  not  the  easiest  way 
to  invest  but  at  least  it  makes  some 
sense  in  what  has  gotten  to  be  a 
pretty  strange  world.  What  I  am  say- 
ing is:  What  has  happened  in  the 
market  over  the  past  three  years  is  not 
going  to  go  on  forever.  The  so-called 
one-decision  stocks  will  have  their 
day.  And  then  securities  will  be 
judged  by  value  standards,  not  by  the 
mystique  of  quarter-to-quarter  earn- 
ings gains.   ■ 


Book  Value 

Earns.  (Est.) 

Company 

Price 

Yield 

1972 

1973 

P/E 

Railroads 

Burlington  Northern 

36 

4.0% 

$119 

$4.00 

9.0 

Illinois  Central 

19 

6.4 

50 

3.45 

5.5 

Norfolk  &  Western 

63 

7.9 

115 

9.00 

7.0 

Southern  Pacific 

32 

6.7 

80 

3.40 

9.4 

Container  Companies 

American  Can 

34 

6.5 

35 

3.25 

10.5 

National  Can 

11 

4.1 

15 

2.00 

5.5 

Steel  Companies 

Armco 

22 

5.5 

35 

2.75 

8.0 

Bethlehem 

29 

5.5 

48 

3.75 

7.7 

U.  S.  Steel 

31 

5.2 

68 

3.60 

8.6 
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r;  Begin  my  13week  trial  subscription  to  The 
Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  in- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household. 

G  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224 

•3  Payment  enclosed      G  Bill  me  for  $224 


Signature 


Name  (please  print) 

Address 

City 

State 

2ip 

If  dissatisfied  for  any  reason.  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N  Y.  residerMs  please  add  applicable  sales  tax  Foreign  rates 
available  on  request  (No  assignment  of  tnis  agreement  will 
be  made  without  subscriber's  consent.) 
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(Continued  from  page  9) 

phased  out  of  his  active  participa- 
tion in  this  company  over  some  six 
years,  beginning  in  1967.  By  the  time 
of  his  final  retirement,  Mr.  Price  was 
about  72,  had  spent  35  \er>'  active 
years  with  the  firm  and  was  certainly 
deserving  of  a  less  acti\'e  role.  Your 
statement  "As  a  result  of  this  setback. 
New  Horizons  stockholders  are  back 
to  where  they  were  in  the  1969  and 
1970  period;  all  gains  of  3^2  \ears 
have  been  wiped  out  in  five  months" 
is  inaccurate.  If  an  investor  bought 
at  the  high  the  Ne\%-  Horizons  Fimd 
sold  for  in  1969,  he  would  still  ha\e 
an  8%  profit  left. 

— WiLLi.wi  B.  Thompson 

\'ice  President, 
T.  Rowe  Price  Associates,  Inc. 

Baltimore,  Md. 

Why  Wait? 

Sir:  In  the  Numbers  Game  (June 
1 ) ,  Price  Waterhouse's  prior  year's 
acceptance  of  the  "incorrect"  ac- 
counting of  Dunkin*  Donuts'  interest 
charges  was  explained  as  not  being 
wrong  at  that  time  because  it  "didn't 
make  an  important  difference  on  their 
earnings."  Why  wait  until  it  does  be- 
come important?  Wouldn't  everyone 
(the  company,  the  auditor  and  the 
investor)  have  been  better  off  if  the 
"correct "  procedure  were  retiuired 
from  the  beginning? 

—William  H.  Batchelder 
Bloomington,  111. 

Martians  in  Market 

Sir:  I  am  so  glad  the  FTC  is  help- 
ing consumers  by  going  after  Kellogg 
(June  1 ) .  Our  corporations  are  owned 
by  Martians,  so  since  none  of  us  have 
a  stake  in  them,  we  will  all  prospei 
if  we  destroy  them.  A  psychiatric 
friend  of  mine  is  going  along  with 
the  FTC's  price  competition  fad.  He 
has  offered  to  examine  all  the  FTC 
members  free  of  charge. 

—Frank  M.  Oliva 
Chicago,  111. 

No  (More)  Taxation! 

Sir:  I  read  your  i-ditorial  lecom 
mending  an  increase  in  the  ahead) 
exorbitant  corporate  profit  tax  (June 
1 )  with  considerable  dismay  and 
great  consternation.  In  1972  aftertax 
profits  exceeded  those  of  1966  by 
only  14%,  while  in  the  same  six-year 
period,  disposable  {wrsonal  income 
shot  up  some  68%.  Corporate  profits 
ha\'e  a  long  way  to  go  before  catcli 
ing  up  to  that. 

—  Hai.i'II  M.  Ihata 
Lincoln,  Nebr. 
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Sir:  Your  proposed  surcharge  will 
provide  more  money  for  Congress  to 
fritter  away  in  an  endless  variety  of 
unneeded  programs.  Hopefully,  busi- 
ness will  utilize  what  favorable  earn- 
ings are  derived  from  this  current 
period  of  regulated  morass  to  replen- 
ish itself  for  the  additional  inflation 
to  come. 

—William  K.  Blount 
Portland,  Ore. 

Short-Term  Lender  Only 

Sir:  The  Grumman  article  {June 
1)  talked  too  lightly  of  the  earnings 
of  our  nondefense  subsidiaries.  For 
the  first  quarter  of  1973,  three  of  our 
four  subsidiaries,  excluding  aerospace, 
accounted  for  earnings  in  that  period 
alone  of  $1.7  million,  or  26.6%  of  our 
total  net  income  of  $6.5  million.  I  be- 
lieve you  were  straining  at  rhetoric 
when  you  stated  that  Grumman  is 
under  a  kind  of  "Navy-directed  re- 
ceivership." In  fact,  we  have  forecast 
a  profitable  year  due  to  stringent  cost- 
effective  measures  on  the  F-14  pro- 
gram and  to  the  efficient,  profitable 
operations  attained  in  our  other  mili- 
tary programs  and  our  subsidiaries. 
Moreover,  while  we  are  presently  de- 
pendent on  the  Navy  for  short-term 
financing,  I  am  confident  in  our  abil- 
ity to  acquire  in  time  our  usual  com- 
mercial line  of  credit. 

—John  C.  BiERwaRTH 

President, 

Grumman  Corp. 

Bethpage,  N.Y. 

A  What? 

Sir:  Re  Malcolm  Forbes  and  all  his 
activities  like  ballooning  and  motor- 
cycling. I  compare  him  with  a  golden 
nematode,  which  is  a  worm  with  a 
single  tooth  which  it  uses  to  break 
through  the  skin  of  growing  potatoes, 
thereby  permitting  bacteria  to  enter 
the  potatoes  and  destroy  them.  I  have 
an  invitation  to  lengthen  my  Forbes 
subscription  up  to  three  years  at  a 
reduced  rate.  Because  of  his  way  of 
life  and  my  already  advanced  years, 
it  is  not  likely  that  either  of  us  will 
be  above  ground  by  August  1977. 

—Thomas  O'Grady 
Newark,  N.J. 

Winning  Tradition 

Sir:  1  was  very  pleased  to  note 
Forbes'  second-place-winning  entry 
in  the  Great  Kentucky  Derby  Balloon 
Festival  Race  ( Side  Lines,  June  1 ) . 
Your  interest  a^d  active  participation 
in  this  up-and-coming  Kentucky  tradi- 
tion is  most  encouraging,  and  I  hope 
your  enthusiastic  support  will  be  re- 
warded with  a  win  in  a  future  race! 

— Marlow  W.  Cook 

U.S.  Senator  (Ky.) 

Washington,  D.C. 
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I  noughts  . . .  Business  of  Life 


Liberty  is  not  in  any  form 
of  government.  It  is  in  the  heart 
of  free  man,  he  carries  it 
with  him  everywhere. 
Jean-Jacques  Rousseau 


Where  ignorance  thrives, 

there   can   be   no   hberty,   nor   can   it 

live   very   long   even    when   there    is 

enlightenment  without  the 

help  of  virtue. 

Mirabeau  Lamar 


Thought  is  the  most  precious, 
the  most  personal,  and  the  most 
independent  thing  possessed  by  man. 
Its  liberty  cannot  be  attacked. 
Camille  Flammarion 


Minds  are  like  parachutes. 
They  only  function  when  open. 
James  Dewar 


America  is  a  tune. 

It  must  be  sung  together. 

Gerald  Stanley  Lee 


A  little  rebellion  is  a  medicine 
necessary  for  the  sound  health 
of  government. 
Thomas  Jefferson 


The  wise  executive  preserves 
an  open,  alert  mind.  Keep  posted 
on  the  kaleidoscopic  changes 
in  economic  conditions,  national  and 
international  events  of  all  kinds, 
keep  your  eyes  wide  open  for 
suggestions  adaptable  to  your  own 
activities,  seek  inspiration, 
encouragement,  stimulation, 
knowledge  from  books 
and  publications  providing 
such  material. 
B.C.  Forbes 


After  order  and  libert>',  economy 
is  one  of  the  highest  essentials  of 
a  free  go\ernment.  Economy  is 
always  a  guarantee  of  peace. 
Calvin  Coolidce 


The     true    danger 
is  nibbled  away. 
Edmund  Burke 


is     when     libertv 


The  only  freedom  \\ hich  deserxes 

the  name  is  that  of  pursuing  oiu- 

own  good  in  our  o\\  n  \\  ay, 

so  long  as  we  do  not  attempt  to 

deprive  others  of  theirs. 

John  Stuart  Mill 


No  business,  no  movement. 

no  acti\  it\'  on  the  part  of  man  or 

a    group    of    men    can    become    an\ 

greater  than  the  thinking  minds  and 

consciousness  of  the  i>e<»ple  who  arc 

back  of  the  moxement. 

H.  Spenc:er  Lewis 


If  there  is  any  such  thing 

as  a  wise  compromise,  it  is  not 

likely  to  be  reached  by 

a  refusal  to  think. 

Joseph  Wood  Krutc;h 


Mastery  of  language  affords 
remarkable  power. 
Frantz  Fanon 


In  our  democracy  we  must  have 
a  partnership  of  labor,  of  busine.ss 
and  of  goNernment. 
Charles  H.  I'kiu  v 


A  great  number  of  people  think 
they  are  thinking  when  they  are 
merely    rearranging    their    prejudices. 
William  James 


A  \vi.se  man  once  observed  that 
men  will  love  you  if  you  make  them 
think   they   think,    but   will   hate   you 
if  you  make  them  think. 
Horace  C.  Dudley 


I  would  rather  be  a  poor  man 
in  a  garret  with  plenty  ol  books 
than  a  king  who  did  not  love  reading. 
TiioM  \s  B.  \I  \(  \(  i.w 


What  counts  in  any  system 
is  the  intelligence,  self-control, 
conscience  and  energy  of 
the  individual. 
Cyrus  Eaton 


Up«)ii    the   wliolc   matter,   cmploN'   tin 
thoughts     as     thy     business     reciuires, 
and  let  that  have  place  accortUng 
to  merit  and  urgency;  giving 
CNcry  thing  a  review  and  ilue 
digestion,  and  thou  wilt  prevent 
many  errors  and  vexations,  as  wvW  .is 
.save  much  time  to  tin  sell  in 
the  course  ol  th\  life. 
Wn.ii  \\i  i'l-  \\ 


We    are    all    concerned,    of    course. 
But  concern  alone  never  solved  a 
problem.  Concern  is  useful  only 
if  converted  to  meaningful  action. 
And,  for  the  business  executive, 
meaningful  action  today  is  inter- 
preted as  corporate  responsibility. 
Thomas  I.  Storrs 


A  Text . . . 


Sent  in  by  Loui.^  J  Lobsinger,  Madison 
Heights,  Mich.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of  ThoughU 
on  the  Business  of  Life  is  preaentea  to 
senders  of  texts  used. 


And  above  all  these  things,  put  on 
charity,  which  i.>  the  bond  of  perfect - 
ness.  CoLossiANs    3:14 


56 


FORBES,   JULY   1.    197 J 


JULY  15,  1973  /  SEVENTY  FIVE  CENTS 


How  Wall  Street 
looks  to  the 
canny  Scots 
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Caprice. 
t)r  people  who  want  the  finer  things  of  IHe  while  they're  young  enough  to  enjo^ 


Perhaps  you've  said  to  yourself,  I'll  buy  the  luxury  car  I've  always  wanted  when  the  kids 
are  grown  up  or  when  I  get  my  next  promotion.  We  say,  you  shouldn't  have  to  wait. 
Caprice  offers  the  luxury  you  want — now.  Caprice's  ride,  for  example,  is  even  smoother, 
guieter  and  more  comfortable  than  you'd  imagine  a  Chevrolet  could  be.  And  it  compares 
favorably,  in  spaciousness,  in  styling,  in  other  important  categories  with  some  of  the  most 
expensive  cars  you  can  buy.  You  can  wait  for  a  luxury  car,  or  you  can  havo  it  now. 
Caprice  from  Chevrolet.  Chevrolet.  Building  a  better  way  to  see  the  USA 
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The  next  time  you're 

discussir^  a  mix 

witli  your  computer, 

drop  our  name. 


Computers  like  to  run  with  it.  For  a  number  of  reasons. 
TV  Guide  builds  more  reach  into  a  mix  than  just  about  any 

other  magazine.  TV  Guide  delivers  about  the  same 
proportion  of  light  and  non- viewers  in  a  mix  as  Digest  or  the 
major  women's  books.  And  TV  Guide's  known  efficiency  helps 
in  keeping  reach  up  and  costs  down.  Performance  like  this  is 
worth  more  than  talk.  Which  is  one  reason  why  advertisers  will 
invest  more  than  $106,000,000  in  TV  Guide  again  this  year. 


Performance.  It's  a  terrific  environment  for  advertising. 


TV 
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Crane  microstrainers  at  work  in  Turner's  Falls,  Mass. 


A  clean  victory  over  industrial  waste. 


Something  important  for 
industries  everywhere  is  hap- 
pening here  at  Turner's  Falls. 
Important  enough  to  have  won 
a  federal  grant  through  the 
Environmental  Protection 
Agency.  And  Crane  micro- 
strainers  are  helping  it  all 
happen. 

What's  happening  is  a 
demonstration  proving  that 
small  companies  can  overcome 


seemingly  insurmountable 
costs  and  legislative  require- 
ments when  they're  faced  with 
the  problems  of  cleaning  up 
industrial  wastes. 

Two  paper  companies  at 
Turner's  Falls  faced  that  clean- 
up-or-close-up  challenge. 
Jointly,  they  have  built,  and 
are  successfully  operating 
their  own  industrial  waste 
treatment  plant.  And  that's 
where  Crane  microstrainers 
come  in— vitally. 

The  microstrainer  pro- 
vides continuous  filtration  in 
industrial  waste  treatment,  in 


tertiary  sewage  and  in  water 
supplies  everywhere.  In  fact, 
Crane  microstrainers  working 
in  over  450  installations  and 
in  34  countries  are  filtering 
2  billion  gallons  of  drinking 
water  e^i^Vj  day. 

The  microstrainer.  One  of 
many  answers  to  pollution  from 
Crane.  Leader  in  products  and 
technologies  to  clean  up  our 
waters  and  the  air  we  breathe. 
For  further  information  con- 
tact: Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York, 
New  York  10022. 


CRANE 


Crane  makes  it  flow  clean  again. 


Allstate  made  this  TVcommercial 

to  show  you 
that  the  air  bag 
worft  inflate 


1.  ED  REIMERS:  "This  film 
was  taken  the  day  engineers 
put  me  through  a  test 


to  demonstrate  that  an  air  bag 
won't  misfire.  I'm  in  one  of 
two  hundred 


3.  fleet  cars  Allstate  bought 
equipped  with  air  bags.  It's 
right  under  there. 


4.  "The  brain"  of  the  air  bag  sys- 
tem is  a  sensing  device  that  uses 
technology  from  the  space 
program. 


5.  The  bag  doesn't  go  off  when 
you  hit  curbs  or  bumps.  Or  in 
a  panic  stop. 


6.  There  hasn't  been  a  single 
sensor  failure  in  two  million 
miles  of  on-road   testing.    But 


7.  still  people  worry, "What if...?" 
So  the  engineers  set  off  this  air 
bag  on  purpose.  And  didn't  tell 
me  when. 


8.  There  was  nothing  to  it.  As  far 
as  I'm  concerned,  the  air  bag 
is  a  complete  success. 


9.  It  sure  beats  hitting  the  wind- 
shield in  a  crash. 


10.  Allstate  says:  Let's  use  space- 
age  technology  to  reduce  auto 
injuries 


unless  youVe  in  a 
serious  crash. 

An  air  bag  is  an  automatic  lifesaver  that 
hides  out  of  sight  under  the  dashboard  of  your 
car.  Until  you're  in  a  serious  frontal  crash. 

Then  it  inflates  (like  a  balloon),  cushions 
you  from  hitting  the  windshield,  and  deflates. 
It  all  happens,  inflation  to  deflation,  in  less 
than  half  a  second.  And  all  automatically. 

We  believe  in  air  bags.  Allstate  thinks 
they're  today's  best  answer  to  cutting  highway 
deaths  and  injuries.  So  along  with  lap  belts, 
we'd  like  to  see  air  bags  installed  for  front- 
seat  occupants  on  all  cars  as  soon  as  possible. 

What's  in  it  for  us?  The  same  that's  in  it 
for  you.  We  want  to  reduce  the  thousands  of 
annual  highway  deaths  and  the  millions  of 
crippling,  disfiguring  injuries.  Besides  saving 
lives  and  preventing  injuries,  air  bags  in  cars 
are  expected  to  help  hold  down  the  cost 
of  your  auto  insurance. 

For  a  film  about  air  bags,  for  your  club 
or  organization,  write  the  Safety  Director, 
Allstate  Insurance  Company, 
Northbrook,  Illinois  60062. 

/Illstale 

Let^  make  driving  a  good  thing. 


11.  and  save  liveu 
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The  Invasion— Or  Is  It? 

Recent  takeovers  and  attempted  takeovers  of  Ameri- 
can companies  by  foreign  companies  have  caught  the 
attention  of  the  press.  "The  New  'Buy  America'  Policy," 
Time  magazine  called  it.  "The  Investment  Tide  Sweeps 
Back  Into  the  U.S.,"  proclaimed  London's  Financial 
Times.  Can  it  be  that  the  foreigners  are  going  to  play 
the  multinational  game  and  turn  it  against  us?  Are  we 
going  to  end  up  as  tenants  in  our  own  house? 

We  doubt  it  very  much.  Forget  the  headlines  for  a 
moment,  and  let's  look  at  the  numbers.  Working  from 
some  Department  of  Commerce  figures,  we  estimate 
that  foreigners  currently  have  about  $15  billion  in  direct 
capital  investment  in  the  U.S.  Add  in  a  bit  less  than 
$25  billion  that  foreigners  hold  in  U.S.  stocks  and  bonds 
and  you  get  a  grand  total  of  $40  billion.  Compare  this 
with  the  $115  billion  or  so  that  U.S.  citizens  and 
corporations  hold  overseas,  and  you  find  that  we  have 
almost  $3  overseas  for  every  $1  foreigners  have  here. 
As  far  as  the  well-heeled  Japanese  are  concerned,  our 
article  on  page  30  shows  that  the  flow  of  investment 
yen  our  way  is  a  trickle  more  than  it  is  a  trend. 

Even  allowing  for  the  current  bulge  in  foreign  in- 
vesting, the  figures  seem  to  show  that  our  investments 
abroad  are  growing  at  least  twice  as  fast  as  foreign 
investments  here.  These  numbers  would  allow  for  quite 
a  boom  in  foreign  investing  in  the  U.S.  without  making 
more  than  a  marginal  impact  on  the  U.S.  economy  and 
on  corporate  ownership. 

Why,  then,  all  the  excitement?  We  think  the  answer 
is  at  least  partly  a  psychological  one.  Thanks  to  Water- 
gate, to  stepped-up  inflation,  to  the  many  aches  and 
pains  aflflicting  our  society,  Americans  have  lost  a  good 
deal  of  confidence  in  their  own  economy.  That's  why 
we  are  secretly  pleased  about  foreign  takeovers,  about 
renewed  foreign  interest  in  U.S.  stocks.  We  may  be 
reluctant  to  buy  U.S.  stocks,  to  invest  in  our  own 
future.  But  Malcolm  Horsman  {see  p.  28)  isn't  reluctant. 
Nor  is  Hilmar  Reksten  (p.  28),  nor  the  Scottish  money 
lords  (p.  25),  nor  the  German  industrialists  (p.  27). 
How  comforting!  Even  the  Japanese,  still  timid  about 
U.S.  stocks,  are  dipping  their  toes  into  direct  investment. 

We  think  it  will  be  a  long  time  before  we  have  to 
worry  about  foreigners  taking  over  the  U.S.  economy. 
In  fact,  we  doubt  whether  foreign  investing  here  will 
ever  become  a  flood.  After  all,  the  Europeans  and 
Japanese  are  going  to  need  every  bit  of  capital  they 
can  mobilize  at  home  to  deal  with  rising  aspirations, 
pollution  problems  and  their  own  energy  crises. 

But  we  don't  by  any  means  downgrade  the  current 
trend.  Maybe  it  will  persuade  Americans  to  start  buying 
their  own  stocks  again!  ■ 


Cash  Management 
The  little  dif ference^i 


How  your  company  manages  its  assets  can  be  just  as 
important  as  how  it  acquires  those  assets. 

Knowing  this,  most  coi^porations  employ  some  kind  of 
cash  management  system.  Some  of  these  systems  maximize 
potential.  Some  merely  go  through  the  motions. 

Finding  the  nght  system  is  more  difficult  than  it  may 
seem. 

The  fact  is  that  all  major  money  center  banks  have 
become  involved  in  cash  management.  And  their  services 
are  more  alike  than  they  are  different. 

The  difference  isn't  in  what  they  do,  but  rather,  in  how 
they  do  what  they  do.  Their  philosophy.  Their  style.  These 
are  the  subtle  differences  that  set  the  great  banks  apart 
from  the  almost  great. 

What  to  look  for. 

Fast  collection  is  essential  in  this  business. 

For  any  system  to  be  effective  it  has  to  be  able  to  collect, 
process,  deposit  and  clear  checks  in  as  little  time  as  possible. 
A  few  hours  can  change  your  bottom  line  by  thousands  of 
dollars. 

So,  the  faster  the  better. 

We  collect  in  a  number  of  different  ways.  Lock  box. 
Depository  transfer  checks.  Cash  mobilization.  Whatever 
will  get  your  funds  to  us  the  fastest. 

And  where  we  are  also  helps.  Because  Chicago  is  a 
major  business  center,  many  of  your  customers  are  located 
here.  Geographically,  we  enjoy  one  of  the  best  possible 
locations  for  collection  in  the  U.S.  With  one  of  the  fastest 
metropolitan  mail  systems  anywhere. 

A  small  difference  worth  $60,iHH). 

If  your  West  Coast  customei's  remit  to  you  directly 
in  New  York,  your  money  is  spending  a  lot  of  time  in  the 
mails.  That  wasted  time  is  wasted  money.  If  we  intercepted 
those  payments  for  you,  those  funds  could  be  available  to 
you  perhaps  two  days  earlier.  That  can  make  a  big  difference. 

For  example:  One  of  our  clients  is  a  Flonda-based 
company  with  annual  sales  of  $10,000,000.  With  their  old 
system,  their-  customer's  nationwide  would  remit  directly  to 
the  company's  Florida  office.  Then  those  funds  would  be 
for-warded  to  the  Midwest  for  deposit. 

We  set  up  a  system  wher'eby  all  payments  would  be  sent 
dir-ectly  to  us.  Becoming  the  company's  collection  center* 
immediately  incr-eased  their  balances  by  $60,000.  Money 
that  would  otherwise  be  lost  in  mail  float. 

So,  what  seems  like  a  small  difference,  just  a  change  of 
addr-ess,  can  become  a  very  important  differ*ence  for  you. 

Does  your  money  slow  down  once  it  gets  to 
the  bank? 

Another  critical  area  is  the  time  it  takes  to  process  your 
collections. 

We  receive  thousands  of  items  at  a  time  for  some  of  our 
customers.  As  many  as  132,000  a  month  for-  a  single  client. 


■A- 


Counting,  processing  and  recor-ding  them  sounds  like  it 
would  take  a  lot  of  time.  It  doesn't. 

We'r-e  a  lar-ge  wholesale  bank.  With  all  our  operationj 
concentrated  in  one  building.  That  means  your  receipts 
ar-en't  processed  in  one  place  and  then  shipped  cr*osstown 
for  deposit  as  they  are  in  some  other  lar-ge  banks.  Our 
collection  center,  our  pr'ocessing  center  and  our  deposit 
center-  ar*e  only  a  few  feet  fr-om  each  other.  That  saves  tin 

How:  As  important  as  how  fast. 

Many  banks  use  assembly  line  pi'ocessing.  We  don't. 
And  we  never-  will.  We  tailor  our  system  to  your 
r-equir-ements.  Not  vice  versa. 

We  don't  throw  you  on  a  conveyor  belt.  We  use  a  set 
method  with  one  jx'rmw  responsible  for  your  account.  Fr'o 
the  opening  of  the  envelopes  to  the  recording  of  the  depo^ 
We've  found  this  system  to  be  fast,  efficient  and,  most 
important,  virtually  error  free.  Our  r-eputation  for  accur 
is  unpar-alleled  in  the  industry. 

Clearinf^.  The  last  hurdle. 

Our-  check  processing  system  also  gives  us  certain 
advantages  in  the  clearing  of  your-  collections.  It  enables  \ 
to  operate  one  of  the  most  extensive  direct  sending  netwi 
in  the  countr-y.  Thr-ough  this  network  we  can  by-pass  the 
F\Hler-al  Reser-ve  and  pass  those  savings,  in  both  time  and 
money,  on  to  our  customer's. 

To  reduce  total  collection  time,  your-  system  hiis  to 
minimize  each  of  its  components.  Mail  float.  Pr'ocessing 
float.  Clear-ing  float.  We've  talked  about  some  of  the  ways 
do  just  that.  But  your  cash  management  system  shouldii 
stop  with  getting  your  money  credited  to  your  account. 

If  your  cash  isn't  working  for  you,  it's  not 
an  asset.  It's  a  liability. 

Cx)llectingy()ur  money  is  only  part  of  a  biggi'r  pictui-t 
If  that's  all  your  sy.stem  does,  it's  only  doing  half  its  job.  N 
that  your-  money's  in  the  bank,  what  is  your  cash 
managi'ment  system  doing  to  make  it  pr-oduce?  Ar-e  you 
getting  the  mo.st  po.ssible  mileage  out  of  every  dollar?  . 

Part  of  this  job  is  disbursement. 

$6,()(H)m)  is  tu>t  (I  little  difference. 

An  electrical  equipment  company  asked  us  to  k)()k  at. 
their  cash  management  system.  The  company  had  plants 
over  the  country.  They  wer-e  using  a  decentr-ali/ed  systerr 
with  each  of  their-  offices  paying  their-  own  bills.  To  do  this 
the  company  had  to  use  2I{  diffei-ent  banks. 

We  advised  them  to  concentrate  theii-  funds  tlwough 
centralized,  zer-o  balance  system.  This  allowed  headciuail 
to  contr-ol  cash  with  the  plants  still  wilting  checks.  This 
sy.stem  immediately  made  available  $:{,0(M),()00orthe 
company's  assets.  Money  that  had  been  lying  idli'  in  tli> 
accounts  of  its  various  banks  was  now  cash  in  hand. 

Thr-ough  this  concentration,  we  also  str-i'tched  out  i 
time  it  took  the  company  to  pay  its  l)ills  by  making  then 


nake  big  differences. 


able  through  us,  rather  than  through  local  banks.  This 
de  available  another  $3,000,000. 

So,  by  changing  the  company's  disbursement  system, 
increased  their  working  capital  by  $6,000,000. 

you  have  more  money  in  the  bank  than 
u  need? 

We  think  your  money  should  be  working  for  you  24 
rs  a  day.  And  our  system  makes  sure  it  does  just  that. 

cash  management  specialists  can  tell  you  how  much 
ley  you  really  need  to  operate.  And  how  much  money 
id  be  put  to  work  somewhere  else.  Money  lying  idle  in 
)unts  doesn't  do  you  any  good. 

Through  our  Automatic  Investment  Facility,  money 

don't  need  for  daily  business  is  automatically  skimmed 
md  put  into  shoit  term  investments.  Using  this  facility 

ased  one  of  oui'  customer's  investment  income  by  over 
0,000. 

We're  also  happy  to  invest  for-  you  by  directive.  Our 
li  management  specialists  have  available  all  the 
)urces  of  our  Ti-ust,  Bond  and  Commercial  Depaitments. 

y  also  share  the  advantages  we  enjoy  as  being  one  of 
y  25  primary  dealers  in  Govei'nment  Securities. 

you  know  what  your  company  was 
>rth  yesterday? 

That  sounds  like  an  easy  one  to  answer.  Butjt's  a  lot 
e  complex  than  it  looks. 

Do  you  really  know  what  your  cash  picture  looked  like 
terday?  At  four  o'clock?  Do  you  know  how  much  money 
aid  be  coming  in  next  Thui-sday?  Or  how  thin  you  can 
■ad  yourself  in  November?  Tough  questions.  Especially 

n  you're  dealing  with  thousands  of  items  and  millions 
ollars. 

Your  cash  management  system  should  be  able  to  give 
those  kinds  of  answers. 

Ours  can. 

Pi-ecise,  complete  answers  that  give  you  an  accurate 
ure  of  where  you  are  and  where  you're  going. 

Not  averages.  Not  estimates.  Not  blanket  availabilities, 
t  a  check  by  check,  minute  by  minute  ovei-view  of  what's 
lilable.  And  when. 


Our  Balance  and  Activity  Report  gives  you  a  monthly, 
no-nonsense  analysis  of  your  account.  And  our 
Summarization  and  Sorting  Services  provide  status  reports 
on  all  your  check  writing  activities. 

At  any  given  time  we  can  tell  you  exactly  how  much 
money  is  available,  and  precisely  where  that  money  came 
from. 

The  return  of  the  good  listener. 

Our  Cash  Management  Officers  are  consultants.  Not 
salesmen. 

They  won't  sell  you  a  system  you  don't  need.  That's  not 
the  way  we  do  business. 

Our  people  are  specialists  who  work  within  your 
industry  to  get  to  know  the  requirements  of  your  business 
almost  as  well  as  you  do. 

That's  how  you  get  a  cash  management  system  that 
fits.  Not  almost  fits.  Not  the  one  that  works  for  your  friend 
in  the  container  business.  But  the  one  that  works  for  you. 

We've  been  in  cash  management  longer  than  anybody. 
We  invented  the  lock  box  in  1947.  And  over  the  years  we've 
learned  a  lot. 

We  think  our  people  work  harder.  Dig  deeper.  Ask  more 
questions.  Spend  more  time  looking  for  that  right  fit. 

They  have  to. 

If  they  didn't,  you'd  take  your  business  somewhere  else. 
And  we  wouldn't  blame  you. 

A  fair  offer:  One  more  good  reason. 

We  want  to  show  you  just  how  good  we  are. 

At  your  request,  we'll  analyze  your  company's  cash 
management  system  and  give  you  an  impartial  view  of 
your  needs. 

If  your  system  is  doing  the  job,  we'll  tell  you  it's  doing 
the job. 

If  it's  not,  we'll  tell  you  what  should  be  done,  area  by 
area,  to  strengthen  your  position. 

In  cash  management,  as  in  banking,  we  have  to 
compete.  To  stay  in  front,  we  have  to  do  things  better.  We 
have  to  push  just  a  little  harder. 

If  that  way  of  looking  at  things  makes  sense  to  you,  we 
think  alike. 

Get  things  started.  Call  Merrill  Bums  at  (312)  732-3340. 


Tie  First  National  Bank  of  Chicago  @ 
You  compete.  We  compete. 

\ie  Fir-st  National  Bank  of  Chicago,  Member  F.D.I.C.  is  a  subsidiaiy  of  First  Chicago  Corporation  and  has  installations  in  Amsterdam, 

.thens,  Beirut.  BiTissels.  Dublin,  Diisseldorf.  Frankfuil,  Geneva,  Jakarta,  Kingston,  London  Madnd  Mexico  Qty,  Milan,  Nairobi,  Panama 

itv.  Pans,  Rome.  Sao  Paulo.  Singapore.  Stockholm,  Sydney.  Tokyo  and  Toronto.  In  New  York:  First  Chicago  Intemational  Banking  Coi-po- 

lilion.  First  Chicago  Intemational,  Los  Angeles.  First  Chicago  Leasing  Corporation:  installations  in  Chicago,  New  York.  London  and  Toronto. 


Big-city 


got  you  on 
thempes? 

Beaten  down  by  traffic  jams,  pollu- 
tion, crowds  and  confusion?  You're 
not  in  a  boxing  ring  . . .  you're  in  a 
vicious  circle.  Maybe  it's  time  to  get 
out.  Our  nine-state  area  has  towns  of 
5,000  to  100,000  where  the  living  is 
easy  and  relaxing,  but  the  resources 
and  facilities  are  plentiful,  including 
dependable  Frisco  freight  service. 
We'd  like  to  tell  you  about  these 
communities,  where  you  can  take  off 
the  gloves. 


\ 


FOR  INFORMATION  about  our  eosy-living 
smoll  end  medium-size  towns  please  write  us 
on  your  letterhead  in  complete  confidence 
and  without  obligation,  stating  as  much  as 
possible  your  specific  needs. 

N.  A.  KIRCHOFF 

Asst.  Vice  President  and 

Director  of  Industrial  Development 

St.  Louis-Son  Froncisco  Railway  Co. 

923J   Frisco  BIdg.,  St.  Louis,  Mo.  63101 

or  call  (314)  241-7800 


Trends  &Tangents 


Washington 


Wampum  Sharing 

Indian  tribes  and  Alaskan  native 
villages  have  been  included  in  the 
Federal  Government's  revenue-shar- 
ing program.  In  its  latest  report,  the 
U.S.  Treasury  notes  that  331  checks 
totaling  $6.2  million  had  been  given  to 
tribal  units  "having  a  recognized  gov- 
erning body  which  performs  substan- 
tial governmental  functions." 


Foreign 


Amid  the  Battle 

Despite  the  continuing  struggle  in 
Northern  Ireland,  the  economic  sit- 
uation is  improving:  Unemployment, 
though  still  nearly  6%,  dropped  23% 
from  just  over  40,000  to  30,700  dur- 
ing the  past  12  months,  while  indus- 
trial production  rose  13.5%.  In  fact, 
the  improvement  has  been  marked 
enough  so  that  government  leaders 
there  are  beginning  to  talk  seriously 
of  narrowing  the  difference  between 
living  standards  in  Northern  Ireland 
and  those  in  Britain. 

A  Mexican  Volkswagen,  Si 

The  next  Volkswagen  you  buy  may 
come  from  Mexico.  That  is,  if  you 
want  a  Thing,  a  two-wheel-drive  con- 
vertible-top VW  that  resembles  a  Jeep 
and  is  built  in  Puebla,  about  100 
miles  from  Mexico  City.  The  Thing 
is  intended  for  the  growing  recrea- 
tion market  and  is  the  first  non-Ger- 
maii-made  VW  sold  in  the  U.S.  Volks- 
wagen says  it  has  orders  from  cus- 
tomers who  haven't  even  seen  it, 
which,  considering  the  Thing's  home- 
ly looks,  may  be  the  way  to  sell  it. 


Business 


Power  Politicking 

In  the  first  of  a  series  of  ads,  last 
month  New  York's  Mobil  Oil  Co. 
urged  a  quick  solution  to  the  Arab- 
Israeli  conflict.  Mobil  argued  the  U.S. 
was  hopelessly  dependent  on  Middle 
Eastern,  and  particularly  Saudi 
Arabian,  oil  for  its  living  standard. 
And  while  Saudi  Arabia's  reserves 
could  support  an  output  boost  from 
8  million  barrels  a  day  to  20  million, 
its  oil  income  was  already  so  great 
that  it  could  just  as  ea.sily  cut  back 
to  3  million  without  injuring  its  econ- 
omy. "We  will  need  the  oil  more 
than  Saudi  Arabia  will  need  the  mon- 
ey," said  the  ad.   Lest  Saudi  Arabia 


simply  decide  not  to  lift  its  output, 
Mobil  urged  the  world  to  insist  on  a 
"just,  peaceful  and  lasting  solution" 
to  the  Middle  East  conflict. 

But  while  Mobil  has  been  running 
ads,  often  controversial  ones,  on  the 
"New  York  Times  Op  Ed  page  for 
two  years,  this  one  unexpectedly 
ended  up  in  the  news  columns.  "We 
are  very  strict  about  what  goes  on 
the  Op  Ed  page,"  said  one  Times 
official.  Apparently,  peace  in  the  Mid- 
dle East  is  too  controversial. 

Market  Response 

The  upsurge  in  U.S.  use  of  trailers, 
campers  and  motor  homes  has  brought 
a  rush  of  entrepreneurs  into  the  camp- 
ground business.  The  1973  edition  of 
Trailering  Parks  ir  Campgrounds,  com- 
piled by  Woodall  Publishing  Co.  of 
Highland  Park,  111.,  reports  that  pri- 
vate campgrounds  now  provide  near- 
ly 584,000  campsites,  vs.  306,000 
sites  for  public  campgrounds.  More- 
over, the  vast  majority  of  sites  with 
electricity,  water  and  sewer  hook- 
ups are  in  private  rather  than  in  pub- 
lic campgrounds. 

Betting  on  Gambling 

Will    Hawaii    become    the    second 
state  to  legalize  gambling  in  the  man- 
ner  of   Nevada's   casinos?   Evidently 
some  hotel  executives  in  Hawaii  think 
(Continued  on  page  87) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F4826 
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Waste  mmtagenie7it—a  most  unlikely  source 
of  new  enteipiises.  Yet  a  dozen  or  more 
Amex  companies  ai'e  cuirently  involved  in 
waste  management.  The  processing  and 
re-use  of  waste  products  is  becoming  a 
national  business. 


Ideas  come  of  age  at 
The  American. 


In  the  U.S.,  new  companies 
start  continuously. 

People  with  ideas  can  use 
their  brains  and  energy  to  become 
their  own  bosses.  And  often  they 
can  raise  enough  money  to  form  a 
company.  That's  what  gives  our 
country  its  enormous  vitality.  And 
it's  one  reason  why  there's  an  Amex. 

Last  year  316,601  new 
corporations  were  formed  in  the 
United  States  and  646  companies 
made  it  far  enough  to  register  their 
first  common  stock  issue  with  the 
S.E.C.  At  the  same  time,  157 
companies  had  shown  the  earning 
power  and  the  assets,  and  had 
attracted  sufficient  stockholders, 
to  list  on  The  American. 

Most  companies  that  first 
listed  in  1972  have  continued  to 
grow.  They  have  reported  an 
average  13.3%  growth  in  earnings, 
although  prices  of  their  shares  have 
not  kept  pace.  In  fact,  although  the 
majority  of  Amex-listed  companies 
increased  earnings  during  the  last  12 
months,  only  3%  have  higher  price- 
earnings  ratios  than  a  year  ago. 

Investors  who  look  for  trends 
can  spot  this  process  of  ideas  coming 
of  age  at  The  Amex.  Hundreds  of 
such  companies  have  grown, 
qualified,  and  listed  on  this 


Net:  $400,000  last  fiscal  jt. 
Pre-tax:  $750.000  last  fiscal  jr. 


Shares  Publicly  Held 

400,000,  of  which  150,000  must 
be  in  100  to  500-shai-e  lots. 


Number  of  Stockholders 

1,200  including  800  holdere  of 
round  lots,  of  which  500  must  be 
holders  of  100  to  500-share  lots. 


Market  Value 
of  Publicly  Held  Shares 


$3,000,000 


Outdoors  — no 

longer  new,  but 

constantly 

showing  new 

facets  on  The 

Amex  list  is  the 

gi'owing  leism-e- 

time  industiy  — 

from  camp 

stoves  and 

bicycles  to 

second  homes. 

More  than 

150  Amex 

companies  are 

represented. 


I  A  mex  Facts  —  Your  American  Stock 
Exchange  member  firm  broker  can 
supply  information  about  investment 
opportunities  at  The  Amex.  In  addition, 
oui"  magazine,  American  Investor, 
includes  infoi'mation  about  newly  listed 
companies,  about  Amex  listed  securities 
and  their  perfomnance,  plus  much  more. 
To  receive  a  copy  of  American  Investor, 
address  your  request  to:  ? 
TheAme.x,BoxU324,    ^ 
Church  St.  Station,         k^ 
New  York  10249.  O 

N'ame 


Sti-eet_ 


Citv- 


State_ 


_Zip_ 


Exchange.  Ine  process  COntmUeS.   l   pi7ase  include  25(t  for  postage,  handling.     I 

Which  will  be  the  new  industrial 

groups  tomorrow?  Laser  applica- 
tions? Solid  State  advances? 
New  computer  services?  New 
surgical  technologies?  Foreign 
enterprises?  All  are  represented 
now  on  The  Amex  list. 

At  The  American,  ideas 
come  of  age,  companies  grow, 
individuals  invest  in  the 
vitality  of  America 


"Listed  co^npany" — 
only  companies  capable 
of  meeting  Amex 
requirements  may 
reach  the  status  of 
"listed  company." 
This  means  not  only 
meeting  standards 
of  size,  assets 
and  stockholder 
distribution,  but 
continuing  to 
meet  criteria 
for  continued 
listing  and 
other  obligations 
year  after  yeai; 


t<?~iAmprican  Slock  Exchange,  Inc,  8f>  Trinity  Place,  New  York  10006. 


The  American  Stock  Exchange 


We  have  only  one  proven  source  of  energy 
for  now...and  the  next  400  years 


Known  U.S.  oil  reserves  may  be 
depleted  within  15  years.  New  dis- 
coveries are  lagging.  We  are  im- 
porting more  and  more  foreign  oil. 


OIL 


NUCLEAR 


Promising  but  slow  in  developing. 
Atomic  power  may  be  our  best  bet 
in  years  to  come.  Now?  No.  Nu- 
clear powertoday  contributes  less 
than  one  per  cent  of  U.S.  energy. 


We  would  need  perpetual  sun- 
light. As  yet,  there's  no  practical 
way  to  store  energy  from  the  sun. 


Our  known  gas  reserves  are  dwin- 
dling fast.  Within  15  years,  de- 
mand may  exceed  existing  do- 
mestic supply. 


SOLAR 


GAS 


Too  primitive.  Windmills  still  work 
in  some  areas,  but  they're  unre- 
liable and  inefficient. 


WIND 


COAL 


There's  enough  U.S.  coal  to  last 
an  estimated  400  years.  Based  on 
BTU  values,  coal  makes  up  88  per 
cent  of  the  nation's  energy  re- 
serves. Greater  utilization  of  coal 
can  keep  our  lights  burning  and 
our  industry  humming  both  now 
and  for  centuries  ahead. 


Only  about  4  per  cent  of  the  na- 
tion's energy  comes  from  water 
power.  And  we've  already  har- 
nessed our  best  sources. 


WATER 


Heat  from  the  interior  oi  the  earth 
has  been  tapped  in  a  small  way  at 
demonstration  sites.  Interesting 
but  impractical  for  now. 


GEO- 
THERMAL 


Coal  is  vital  to  steel 

Coal  is  needed  in  vast  quantities  to  make  steel.  And  the 
steel  industry  is  a  large  consumer  of  electric  power,  of 
which  coal  is  by  far  the  largest  source.  Bethlehem  mined 
more  than  13  million  tons  of  coal  last  year,  and  most  of 
this  was  used  in  our  own  blast  furnaces. 

Proposed  legislation  would  restrict  or  ban 
surface  mining 

Surface-mined  land  can  be  reclaimed  responsibly  under 
present  state  reclamation  laws.  However,  Federal  legisla-- 
tion  is  now  being  considered  that  could  unreasonably 
restrict  or  even  ban  surface  mining  of  coal.  About  20  per 
cent  of  Bethlehem's  coal  is  surface-mined  while  more 
than  50  per  cent  of  the  nation's  coal  is  surface-mined 
If  unreasonable  restrictions  on  surface  mining  are  enacted, 
the  nation  may  be  in  trouble.  That  includes  all  coal  users 
And  steel  users.  And  all  who  use  electric  lights  and 
appliances  would  feel  the  pinch. 

Why  restrict  our  most  abundant  fuel? 

We  favor  legislation  that  will  make  it  possible  to  meet  Ihr 
nation's  energy  needs  and  reasonable  environmental  goal' 
at  the  same  time.  But  why  cut  coal  production  by  unrea 
sonable  restrictions  on  surface  mining  at  a  time  when  ail 
other  energy  sources — except  coal — are  in  critical  supply 

Bethlehem 


Before  you  buy 

any  business  jet,  look  into 

its  family  background. 


In  a  full  decade  of  operation,  Sabre 
business  jets  have  compiled  a  record  no  one 
else  can  come  close  to.  Rockwell  Sabre  60  and 
its  family  of  Sabre  jets  have  flown  more 
than  2,035,000  hours  and  over  one  billion 
miles.  All  in  maximum  comfort  and  safety,  at 
airline  speeds,  while  operating  for  less  money 
than  competing  airplanes. 

An  impressive,  but  not  surprising,  record. 
Because  these  airplanes  come  from  Rockwell 
International  and  their  family  tree  reads 
like  the  history  of  American  aviation  .  .  . 
B-25,  P-51,  F-86,  X-15,  the  Apollo 
spacecraft  all  included. 

What  this  means  to  you  is  that  you  can 
count  on  the  Rockwell  Sabre  60  to  be  a 
hard-working  piece  of  business  equipment 


that  will  provide  a  good  return  on  your 
investment.  And  we'll  help  keep  it 
hard-working  with  a  network  of  eight  fully 
equipped  service  bases  across  the  country. 

A  demonstration  trip  is  the  best  way  to 
see  how  the  Rockwell  Sabre  60  can  handle 
your  business  travel  requirements.  For 
complete  information  about  our  line  of 
business  jets,  including  facts  about  full  service 
finance  and  lease  plans  available,  call 
Ed  Mahood,  V.P.  Sales,  Sabreliner  Division, 
(213)  670-9151.  Or  write  Rockwell 
International,  Dept.  FOR-27,  Bethany, 
Oklahoma  73008. 


^ 


Rockwell  International 

Where  science  gets  down  to  business. 


i>  Member  of  GAMA 


ISRAEL 

wants  uour  business. 

ISRAEL 

makes  it  worthwhile. 

ISRAEL 

for  greater  profit 


The  government  of  Israel  has  created  one  of  the  best  climates 
for  investment  of  any  country  in  the  world. 

Cash  grants,  tax  concessions,  accelerated  depreciation  allow- 
ances, development  loans,  export  incentives,  and  more. 

And  this  government  policy,  together  with  a  viable  economy 
and  a  large  technically  skilled  labor  force,  has  resulted  in  invest- 
ments from  America  and  Europe  that  amount  to  $100  million  a  year. 

In  fact,  during  the  period  1952-1970,  Israel's  GNP  rose  by  8.8% 
per  year,  one  of  the  highest  rates  in  the  world.  And  there  has  been 
a  continued  rapid  rise  in  the  standard  of  living. 

As  the  only  American  bank  in  Israel,  the  only  bank  authorized 
by  the  State  of  Israel  and  the  United  States  Federal  Reserve  System  to 
operate  there,  we  can  provide  the  vital  market  research,  economic 
guidance,  and  financial  know-how  Americans  and  their  companies 
need  in  order  to  make  sound  investment  decisions. 

If  you'd  like  more  information  about  doing  business  in  Israel, 
advice  about  how  worthwhile  it  can  be  for  you  or  your  company, 
we  can  help.  Whether  your  interests  are  in  a  joint  venture,  direct 
investment,  or  establishing  your  own  business,  our  man  to  write 
or  phone  is  Abraham  Lecker,  Executive  Vice-President,  Interna- 
tional Banking  Department  at  our  Chicago  headquarters. 


Exchange  National  Bank 


Exchange  National  Bank  of  Chicago  •  LaSalle  &  Adams,  Chicago,  Illinois  60690 

Phone:  312/332-5000  •  Telex:  25-3454 

Israel:  Tel  Aviv,  The  Shalom  Tower,  9  Ahad  Ha'am  Street 

Jerusalem,  48  Jaffa  Road 
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Readers  Say 


Their  Reasons  Why 

Sir:  You  denounced  our  company's 

decision  to  accede  to  the  demands  of 

Argentine  terrorists  who  had  madiino- 

gunned  two  employees   of   Ford   Ar- 

^gentina  {Fact  6-  Comment,  June  15). 

It  was  not  the  company's  manage- 
ment or  properties  or  products  that 
were  subject  to  attack,  but  tlie  de- 
fenseless Ford  employees.  To  liave  de- 
fied the  terrorist  demands  would  have 
been  to  place  a  large  number  of  lives 
in  jeopardy  for  no  other  reason  than 
to  maintain  the  principle  of  not  giv- 
ing satisfaction  to  blackmailers.  The 
situation  was  comparable  in  many  re- 
spects to  the  hijacking  of  a  plane. 

Ford's  action  did  not  set  a  prec- 
edent. At  least  25  other  foreign  firms 
in  Argentina  have  been  threatened 
by  terrorists  and  have  quietly  met  the 
demands  made  upon  them. 

There  are  no  completely  satisfac- 
tory answers  to  blackmail.  We  chose 
to  give  priority  to  the  safeguarding 
of  human  life. 

-E.R.  Molina 
Vice  President, 

-Asia-Pacific— Latin  American  Group 

Ford  Motor  Co. 

Dearborn,  Mich. 

Not  Looking  for  Savior 

Sm:  I  can  tell  you  Nour  belated 
pessimism  is  just  about  two  vears  too 
late  ("Who  Will  Save  Lockheed?" 
July  1 ) .  We've  recorded  profits  for 
ten  consecutive  (juarters.  Virtually  all 
our  programs  except  the  L-lOll  Tri- 
Star  are  making  money  for  us.  We'\e 
held  drawdowns  so  far  this  year  to 
$20  million,  keeping  to  SloO  million 
the  government-guaranteed  position 
of  our  borrowings  from  banks.  Ol 
course,  we  still  need  to  get  more  Tri- 
Star  orders,  and  we  will  do  so.  Con- 
trary to  what  FoHBES  suggests,  we're 
not  looking  for  a  savior  or  miracle. 

—D.J.  Hm'chton 

Chairman  of  the  Board, 

Lockheed  Aircraft  Corp. 

Burbank,  Calif. 

Unqualified  Masterpiece 

Sm:  Your  article  'All  Ntimlu-rs  Arc 
Not    Equal"    {The    Numhers    Came, 
Jtily    1)    is    a    masterpiece    in    that    il 
docvnnents  why  the  (jualified  opinion 
has  become  a  relative  rarity.  This  is 
becau.se  corporations  who  should   be 
given  qualified  opinions  have  the  au- 
diting muscle  to  prcNcnl  (|ualification. 
-TuoHNroN  L.  Oci.ovi. 
{'oenen  &  Co. 
New  York.  N.Y. 
(Conlinued  on  pane  SH) 
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Iqqmo  introduces 
a  fontustk  new  mileage  ingredient. 


The  way  you  drive  and  take  care  of  your 
car  can  do  more  to  give  you  better  mileage 
than  any  gasoline  additive  ever  could. 
That's  important  anytime.  And  especially 
now  during  the  energy  shortage. 

Remember  to  keep  your  car  properly 
tuned  up.  A  poorly  tuned  car  actually 
uses  5%  to  8%  more  gasoline. 


Form  car  pools.  A  car  that's 
sitting  in  a  garage  doesn't 
use  any  gasoline  at  all. 

Anticipate  stops.  Look  ahead  for  red 
lights  and  stop  signs,  so  you  can  slow 
down  gradually.  Speeding  right  up  to  a 
stop  wastes  gasoline.  And  fast  stops 
wear  down  brake  linings,  too 

If  you  have  a  manual  transmission, 
don't  race  along  in  the  lower 
gears.  Get  into  high  as  soon  as 
possible.  In  second,  for  example, 
you  may  use  up  to  45%  more 
gasoline  than  in  high  gear,  at  the 
same  road  speed. 


Go  light  on  the  accelerator.  Avoid 
jackrabbit  starts.  They  really  gobble  up 
gasoline.  And  keep  your  speed  down. 
A  car  going  70  mph  uses  about  25%  more 
gasoline  than  one  going  50  mph. 


Don't  ride  the  brake.  Even  light  pressure  on 
the  brake  pedal,  especially  with  power 
brakes,  makes  your  engine  work  much  harder 
and  wastes  gasoline.  So  brake  only  when 
you  need  to  slow  down  or  stop. 


^EXACO^ 


We're  working  to  keep  your  trust. 


Every  minute, 

someone  dies  of 

heart  disease. 


General  Electric  is  doing 
something  about  it 


GE  is  fighting  heart  disease  with 
new  technology.  With  new  tech- 
niques for  earlier  diagnosis  of 
heart  trouble.  With  new  ways  to 
watch  over  heart-attack  patients 
in  the  crucial  first  hours.  With 
new  equipment  for  heart  surgery 
never  before  possible. 

Last  year,  more  than  650,000 
men,  women  and  children  died 
of  a  heart  attack. 

Many  of  them,  suddenly. 


Without  warning. 

Thousands  could  have  been 
saved.  If  the  disease  had  been 
diagnosed  in  time.  If  they  had 
been  helped  in  time. 

General  Electric  is  fighting 
heart  disease  with  new  technol- 
ogy for  earlier,  more  accurate 
diagnosis.  And  safer  surgery. 

Earlier  diagnosis. 

The  sooner  a  doctor  can  spot 
heart  trouble,  the  better  the 


patient's  chance  of  survival. 

General  Electric  has  devel- 
oped a  high-speed  X-ray  camera; 
that  takes  movies  of  the  heart 
in  action. 

One  thing  that  makes  this 
camera  possible  is  a  technology 
pioneered  by  GE  called  image 
intensification. 

This  technology  allows  the 
doctor  to  take  sharp,  clear  X-rav 
movies  of  the  heart  using  small 
amounts  of  radiation. 


"^ilw* 


Second-by-second  watch 
over  heart-attack  patients. 

The  first  few  hours  after  a  heart 
attack  are  the  most  crucial. 

GE  has  developed  a  new  pa- 
tient mo^nitoring  system  that  al- 
lows a  nurse  to  keep  second-by- 
second  watch  on  all  her  patients. 
This  system  not  only  measures 
slight  changes  in  a  patient's 
condition,  but  it  also  can  detect 
trends  that  could  lead  to  trouble. 


It  gives  a  medical  team  time 
to  prevent  deterioration  in  a 
patient's  condition  before  it 
happens. 

It's  estimated  that  coro- 
nary monitoring  equipment  im- 
proves a  heart  patient's  chance 
of  survival  by  about  30% . 

More  time  for  surgery. 

The  invention  of  the  heart- 
lung  machine  made  it  possible 
for  doctors  to  operate  on  the 

Progress  for  People. 


heart  for  the  first  time. 

Now  GE  has  developed  a  new 
device  for  heart-lung  machines 
that  gives  doctors  hours  longer 
to  operate.  It  gives  them  time 
never  before  ':)ossible  to  per- 
form more  complex  heart 
surgery. 

These  are  some  of  the  ways 
GE  is  fighting  heart  disease. 

It's  the  biggest  killer  in 
America  today.  General  Electric 
is  working  to  make  it  smaller. 


GENERAL 


ELECTRIC 


iMfSisiasHion 


Lush  fabric  • 


P-80S  Buffalo. 


Providing  fashion  materials  for 

hats  and  shoes  and  jackets  and 

coats  is  just  one  of  Bemis' 

contributions. 

We're  a  packaging  company,  of 

course.  But  also  a  graphic  arts 

company,  a  specialty  paper 

company,  a  textile  company, 

and  a  coating  and  laminating 

company. 

We're  a  diversified  company 

touching  people's  lives  in 

thousands  of  ways. 

But  we're  not  a  conglomerate. 

Because  we  grow  out  of 

ourselves  .  .  .  applying  our 

own  special  kind  of  knowledge 

when  and  where  we  can  make 

a  guality  contribution. 

Consider  these  fashion  products 

of  Pervel  Industries,  Inc., 

a  Bemis  subsidiary. 

They're  related  to  our  reflective 
safety  films  and  life-extending 
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Nakow  Apparel  fabric* 


cheese  packages 
and  many  other 
Bemis  products. 

Because  they  all 
derive  from  one 
of  Bemis'  basic 
technologies: 
coating  and 
laminating. 

That's  the  secret 
of  our  growth. 
It's  why  we've 
recorded  an  average  annual 
sales  growth  rate  of  1 1  %  for 
the  years  1963-1972  .  .  .  with 
1972  our  biggest  year  in  history 
($428  million  in  sales,  and  net 
income  of  $9.8  million). 

And  it's  why  we're  in  packaging 
and  graphic  arts  and  safety 
and  the  world  of  fashion, 
et  cetera,  et  cetera. 

Bemis  Company,  Inc.,  800 
Northstar  Center,  Minneapolis, 
MN  55402. 


•LUSH.  P-80S  BUFFALO.  NAKOW  APPAREL  and  TIARA  (ft 
IrademaiKs  of  Pervel   Induslfies.   Inc  .  a  Bamis  company 


tHE  etc. 


COMPANY! 


''With  all  thy  getting  get  understanding' 


Fact  and  Comment 


HOW  DOES  THIS  GRAB  YOU?  !  !  ! 


Britain  and  France,  spurred  mainly  by  the  desire  to 
stay  in  the  air  transport  business  vis-d-vis  the  United  States, 
are  spending  about  $2.5  billion  developing  the  supersonic 
Concorde— which,  aside  from  their  own  captive  airlines, 
has  as  yet  no  customers,  and  only  dubious  questions  of 
national  prestige  will  get  it  airborne.  In  terms  of  eco- 
nomics, it  will  never  fly. 

But,  psst—ioT  less  than  $2.5  billion,  England  and  France 
could  today  buy  control,  by  51%,  of  every  major  American 
aerospace  company. 

Yup,  every  major  company. 

As  the  accompanying  table  on  market  valuations  indi- 
cates, the  British  and  French  could  more  easily,  more  suc- 
cessfully stay  competitive  with  the  Americans  in  the  field 
of  air  transportation  and  space  by  simply  buying  our  own 
industry. 


Shares 

51%  of  Total 

Price 

Outstanding 

Market  Value 

Companies 

6/73 

(millions) 

(millions) 

McDonnell  Douglas 

23 

37.7 

$441.9 

Rockwell  International 

271/4 

28.7 

399.0 

BendJx 

31% 

12.3 

199.1 

Raytheon 

24 

15.6 

190.5 

Boeing 

171/8 

21.7 

189.4 

Martin  Marietta 

15% 

23.2 

187.5 

United  Aircraft 

283/8 

12.1 

175.4 

Teledyne 

123/8 

23.7 

149.3 

General  Dynamics 

17 

10.5 

91.4 

Curtiss-Wright 

203/8 

8.7 

90.5 

Cessna  Aircraft 

173/4 

7.6 

68.4 

Lockheed  Aircraft 

5Va 

11.4 

34.0 

Northrop 

161/2 

3.9 

33.1 

Beech  Aircraft 

12% 

4.7 

30.6 

Grumman 

81/2 

6.8 

29.5 

Rohr  Industries 

13% 

4.0 

27.9 

Collins  Radio 

I61/2 

3.0 

25.0 

Fairchild  Industries 

6                      4.6 

igures,  totals  do  not  compute  exactly 

13.9 

Note:  Because  of  rounded-off  f 

.  $2,376.6 

COMPETITION  FOR  GOLF  COURSES 

These  ^ays  there's  more  business  done  on  the  floor  of 
the  "21"  Club  than  on  The  Floor  (which  is  on  the  floor). 


WALL  STREET 

What  possible  useful  end  will  be  served  by  putting  much 
or  most  of  Wall  Street  out  of  business? 

Surely  there  are  enough  Firm  brains,  U.S.  Senators, 
SECers  and  New  York  Stock  Exchangers  to  arrive  at  a 
consensus' for  survival  instead  of  continuing  along  different 
paths  to  ^tinction. 

An  equity  capital  market  and  mechanisms  which  in- 


MASOCHARISMA 

volve  the  public  (i.e.,  small  investor)  are  essential  to  the 
vitality  and  liquidity  of  our  capital  system.  Ending  up  with 
a  market  consisting  of  a  few  vast  institutional  pools  would 
make  for  a  totally  new  ball  game— a  very,  very  dangerous 
one.  It's  time  for  all  those  Wall  Street  whistle  blowers  to 
swallow  their  noisemakers.  If  they  choke  on  'em,  so  much 
the  better. 


THE  RUSSIANS:   SMARTER   CAPITALISTS  THAN  WE  ARE 


Witness: 

•  Without  tipping  their  hand  as  to  the  vastness  and 
severity  of  their  wheat  needs,  they  make  a  series  of 
purchases  at  undercost  prices,  arrange  transportation  at 
bargain-basement  prices— and  we  thank  them  for  remov- 
ing our  "surplus." 

•  They  want  to  buy  lots  of  stuff  from  the  West,  and 
the  world's  banks,  including  some  of  our  own  biggest. 


are  tumbling  all  over  themselves  to  give  them  long-term 
loans  at  rates  lower  than  those  available  to  most  Western 
businesses.  As  Gabriel  Hauge,  chairman  of  astutely  run 
Manufacturers  Hanover  Trust  Co.,  observed,  Soviet  loan 
business  is  being  sought  at  terms  that  represent  "dubious 
banking." 

•  In  return  for  spending  billions  of  dollars  borrowed 
from  us  for  plants,  pipelines,  and  our  best  technologies. 
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we  get  promises  that  several  years  down  the  road  they'll 
deliver  raw  materials  such  as  oil  and  natural  gas. 

Which,  you  know,  may  just  depend  on  the  state  of  ten- 
sion or  the  lack  of  it  prevailing  five  or  ten  years  hence 


when  deliveries  might  or  might  not  begin. 

We  think  we're  the  capitahsts,  that  we're  the  free 
enterprisers,  that  we're  the  profit-minded.  We  should  be 
such  capitalists  as  the  Russians  are  developing  into. 


Those  preceding  observations  about  the  Russians  initial- 
ly beating  us  at  our  own  capitalistic  game  don't  mean 
that  Forbes  thinks  doing  business  with  them  is  a  mistake. 
Far,  far  from  it.  We  just  need  to  sharpen  our  wits  and 
our  pencils.  We  need  our  Government  to  encourage,  help 


NOW  DON'T  GET  ME  WRONG 

our  private  enterprises  to  do  great  business  behind  the 
Red  Curtain.  *■ 

President  Nixon's  detente  with  Brezhnev  seems  not  only 
to  be  real,  but  so  real  it  might  more  nearly  be  termed  an 
entente.  That's  good,  all  good,  for  us  and  all  people. 


A  FOUR-LETTER  WORD  FOR  THE  OBSCENITY  RULING 


The  Supreme  Court  has  spoken  and,  by  a  5-4  decision, 
has  taken  another  tortuous  twist  in  the  perpetual  at- 
tempt to  obliterate  "obscenity"— which  nobody  has  yet 
Ijeen  able  to  define,  except  in  the  dictionary. 

This  latest  effort  is  really  a  beaut. 

Now  every  Tom,  Dick  and  Harriet  in  every  hamlet, 
city  and  suburb,  county  and  state  can  and  will  produce 
his  own  judge,  jury  and  decision.  Commented  Michigan 
Attorney  General  Frank  Kelley:  "Now  prosecuting  attor- 
nies  in  every  county  and  state  will  be  grandstanding,  and 
every  jury  in  every  little  community  will  have  a  crack  at 
each  new  book,  play  and  movie." 

And  magazine,  speech,  TV  program,  radio  program  and 
Kiwanis  Masters  of  Ceremonies'  jokes. 

Despite  the  kidding  that  greeted  Justice  Stewart's  obser- 
vation on  obscenity— to  wit,  "I  can't  define  it  but  I  know 
it  when  I  see  it"— I  think  I  agree  with  him.  In  studying 
Latin  (it  took  me  three  years  to  pass  Caesar,  so  my  trans- 
lations might  be  questioned),  I  recollect  that  it  didn't  take 
me  or  my  classmates  long  to  locate  the  "dirty"  parts. 
Ditto  Macbeth  and  other  required  Shakespeare  plays. 

But  this  new— I'm  tempted  to  say  "current"  because  I 
don't  see  how  it  can  long  stand  as  a  guide— decision  en- 
titles coffee-klatching  collections  of  housewives  to  posse 
down  to  the  local  newsstand  and  get  the  local  police  or  the 


area  prosecutor  seeking  reelection  to  arrest  the  newsstander 
for  his  Playboy  or  any  periodical  with  an  "objectionable" 
picture  or  word  in  it. 

Books?  Every  one  describing  or  discussing  the  fact  that 
storks  don't  bring  all  the  babies  can  be  the  subject  of 
suit  by  anyone  anywhere. 

It's  hard  for  people  generally  to  understand  that  when 
those  of  us  concerned  with  a  free  press  object  and  fight 
infringements  of  freedom  of  expression,  we're  not  trying 
to  defend  some  of  the  abuses  and  some  of  the  explicit  in 
obscenity.  But  putting  up  with  a  little  of  that  to  protect 
>our  rights  under  the  Constitution  to  read  or  to  see  or  to 
think  what  you  like  is  vastly  more  important. 

Protecting  the  young  from  exposure  to  pornography  and 
other  abuses  is  another  question  entirely.  Protecting  the 
public  generally  from  public  display  of  such  is  certainly, 
too,  in  order. 

But  no  one  forces  an  adult  into  a  movie  theater  showing 
X-rated  movies  or  into  book  stores  to  buy  erotica. 

It  was  a  Justice  of  the  Supreme  Court  widely  considered 
one  of  the  greatest  ever  to  grace  that  great  bench,  Oliver 
Wendell  Holmes,  who  was  said  to  regale  his  colleagues 
with  tales  of  his  private  collection  of  pornography.  But 
his  revered  Supreme  Court  opinions  dealt  with  the  essence 
of  justice,  not  the  circumscribing  of  freedoms. 


IS  THERE  ANYTHING  TO   SOLAR   ENERGY? 


I  WAS  A  PIONEER  IN  WOMEN'S   LIBERATION 


In  treating  women  as  equals,  I  started  soon  after  mar- 
riage 28  years  ago. 

My  bride  was  allowed  to  tote  the  heaviest  grocery 
bags;  to  open  her  own  car  door;  tend  to  the  water  in 
the  boiler— in  fact,  to  do  all  of  those  Heavy  Duty  things 

IF  YOU  DON'T  KNOW 

what  you  want  to  do, 
it's    harder    to    do    it. 


now   vaunted    as    proof   positive   of   the   equality   of   the 
.sexes. 

In  fact,  if  she  gets  to  do  any  more  of  what  had  been 
considered  Man's  Work  around  the  house  and  grounds, 
she  might  well  .seek  to  liberate  me,  too. 

WHY   BOTHER? 

When  you  don't  want  something  enough  to 
make  the  effort,  making  an  effort  is  a  waste. 
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-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Broker  Pay 

The  method  of  brokers'  compensa- 
tion can  create  certain  conflicts  and, 
by  its  very  nature,  defies  the  notion 
of  professionaUsm  so  important  to 
the  salesman's  view  of  himself  and 
his  customer. 

What  we  should  strive  for  is  the 
creation  of  job  security  for  profession- 
al brokers.  This  might  take  the  form 
of  a  basic  salary  structure  rather  than 
commissions,  with  additional  income 
based  upon  qualitative  standards.  A 
number  of  firms  within  our  industry, 
including  my  own,  are  giving  con- 
sideration to  this  new  type  of  com- 
pensation program.  I  hope  the  trend 
accelerates  and  I  hope  that  it  is  en- 
couraged by  regulatory  agencies  and 
trade  organizations. 

—Arthur  Levitt  Jr., 
President,  CBWL-Hayden  Stone. 

Ideal  Ideologue 

Treasury  Secretary  George 
Shultz  to  the  Grocery  Manufac- 
turers of  America: 

We  don't  have  a  free  economy  to- 
day. We've  got  a  heavily  regulated 
economy,  and,  at  least  as  I  view  it, 
we  must  untangle  ourselves  from  that 
web  and  get  back  to  a  greater  degree 
of  freedom. 

I  am  labeled  as  an  ideologue,  and 
I  have  lots  of  critics,  as  we  all  do. 
You  said  we  should  have  somebody 
administering    controls    who    doesn't 


like  them.  Most  people  say  that's  not 
a  very  good  idea,  that  you've  got  to 
get  somebody  who  likes  them,  then 
he'll  do  a  real  good  job  of  it. 

I  think  if  your  concept  is  perma- 
nent controls,  that's  right,  and  you 
can't  have  something  that's  regarded 
as  a  permanent  part  of  the  system 
administered  by  someone  who  doesn't 
like  it. 

But  I  am  called  an  ideologue,  and 
that's  one  of  my  problems,  that  I  have 
a  belief  in  free  enterprise  and  a  free 
economy,  and  that  colors  my  judgment 
of  government  policy. 

Well,  the  people  who  write  that 
think  that  they  are  delivering  an  in- 
sult to  me,  and  I  want  to  say,  finally, 
that  I  consider  it  a  compliment.  I 
do  have  a  set  of  ideals,  a  set  of  con- 
victions and  observations  about  what 
a  good  economy  and  a  good  society 
is,  and  freedom  of  enterprise,  free 
markets,  free  collective  bargaining  is  a 
central  element  in  it  as  far  as  I'm 
concerned. 

Is  That  So? 

Solar  energy  can  be  made  econom- 
ically competitive  with  other  forms  of 
energy  production  if  research  and  de- 
velopment of  solar  energy  are  fostered. 

In  December  1972,  the  National 
Science  Foundation  urged  the  ap- 
propriation of  sufficient  research  and 
development  funds  to  make  use  of 
solar  energy  practicable.  Neverthe- 
less, the  President's  budget  for  1974, 


while  providing  $563  million  for  re- 
search and  publicity  in  connection 
with  nuclear  fission,  provides  only 
$15  million  for  the  development  of 
solar  energy. . . . 

All  of  us  have  a  vital  interest  in 
developing  safe  substitutes  for  oil,  but 
public  relations  programs  of  oil  com- 
panies and  the  Atomic  Energy  Com- 
mission have  blinded  us  with  oil  and 
nuclear  fission  so  that  we  have  been 
unable  to  see  the  sun. 

—James  Marshall, 
Council  of  the  Wilderness  Society, 
in  a  letter  to  the  New  York  Times. 

All  That  Glitters? 

The  higher  the  price,  the  harder  it 
will  be  to  find  a  place  for  gold  in  the 
new  international  money  system.  At 
$100  an  ounce,  gold  literally  is  too  ex- 
pensive to  use  for  money. 

—John  Cobb,  Business  Week. 

Case  of  the  Missing  Probe 

When  12-year-old  Ronald  Dzierwa 
was  hospitalized  with  sharp  pains  in 
his  side,  doctors  thought  he  probably 
had  a  kidney  infection  or  appendici- 
tis. X-rays  showed  a  5/2  inch  probe 
that  had  been  missing  from  the  boy's 
laboratory  kit  for  three  years.  "We 
looked  all  over  for  it  back  then," 
Ronald  said.  "All  I  knew  was  that  it 
was  missing  and  mother  said  I  had 
lost  it.  It  turns  out  I  didn't  lose  it.  I 
had  it  all  the  time." 

—United  Press  International. 


INVESTMENT  TAX  CREDIT— LEAVE  IT  ALONE 


Federal  Reserve  Board  Chair- 
man Arthur  F.  Burns  recently  re- 
newed his  proposal  for  a  variable 
investment  tax  credit  for  capital 
spending. 

Th§  tax  credit,  designed  to  spur 
business  outlays  for  plant  and 
equipment  and  increase  our  pro- 
ductivity, now  stands  at  7%.  Capi- 
tal spending  this  year  will  set  a 
record,  over  $100  billion,  at  least 
13%  above  1972.  Burns  and  other 
advocates  argue  that  such  a  credit 
at  a  time  of  economic  boom  only 
fuels  the  fires  of  inflation. 

Under  Chairman  Burns'  plan, 
the  credit  rate  would  be  adjust- 
able, ranging  between  3%  and  15%. 
If  the  economy  is  slack,  the  tax 
credit  would  be  high.  Conversely, 
when  the  economy  is  running  full 


steam,   the   credit   would   be   cut. 

On  paper,  the  proposal  makes 
good  sense. 

But  in  real  life,  would  the  plan 
work  as  intended?  Probably  not. 

The  plan's  basic  shortcoming  is 
that  there  is  a  long  lag,  often  a 
couple  of  years,  between  the  time 
businesses  start  planning  new  in- 
vestments and  the  time  they  actual- 
ly buy  new  equipment  or  start 
building  new  plants.  Which  means 
that  a  cut  in  the  investment  tax 
credit  now  would  probably  be  felt 
most  sometime  next  year— at  just 
the  time,  if  economists  are  to  be 
believed,  when  the  economy  could 
be  nearing  a  recession. 

There  is,  moreover,  considerable 
evidence  that  capital  spending  is 
far,  far  more  responsive  to  demand, 


or  the  lack  of  it,  than  to  any 
short-term  tax  incentives  or  disin- 
centives. If  the  investment  tax  cred- 
it is  to  accomplish  its  long-term 
goal  of  increasing  American  pro- 
ductivity, it  must  be  permanent, 
stable,  not  adjustable.  Only  under 
those  circumstances  will  business 
be  able  to  calculate  the  credit 
with  certainty  in  its  advanced 
planning  on  capital  outlays. 

The  Burns  plan  would  only  com- 
pound the  present  uncertainty.  It 
would  largely  mitigate  the  tax  cred- 
it's long-term  usefulness. 

Keep  the  investment  tax  credit 
or  scrap  it.  But  don't  monkey 
around  with  it. 

By  its  very  nature,  it  cannot  be 
an  effective  tool  of  short-term  mon- 
etary policy.  —M.S.  Forbes  Jr. 
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...the  best  lock  box  processor 

in  the  country! 


Myung  works  for  C&S.  She  works  on  the  GAF 
Corporation  lock  box  account. 

Recently,  GAF  Corporation  rated  the  banks 
operating  all  of  their  lock  boxes  throughout  the 
country.  They  compared  efficiency,  speed,  cour- 
tesy and  accuracy.  When  resultswere  tallied,  C&S 
and  Myung  Ginzel  were  at  the  top  of  the  list. 


Myung  is  representative  of  the  dedicated  staff 
of  trained  professionals  who  process  all  447  C&S 
lock  box  accounts.  Each  month,  they  process 
over  1 ,500.000  items— with  incredible  accuracy. 
They're  the  best  in  the  business. 

Is  anything  less  than  the  best  good  enough  for 
your  business? 


CgS 


The  Citizens  and  Southern  Banks  in  Georgia 


Member  F.D.I.C. 


Forbes 


The  Foreigners  Are  Coming: 


Sfiou/d  We  Cijeer  or  Should  We  Blanch? 


There  are  100  billion  U.S.  dollars 
sloshing  around  overseas,  the  hang- 
over of  15  years  of  deficits  in  the 
U.S.  balance  of  payments,  from  the 
Vietnam  vs^ar  and  from  the  overseas 
expansion  of  U.S.  corporations. 

There  are  signs  that  some  of  these 
billions  are  starting  to  flow  back.  The 
money  is  being  attracted  by  many 
things.  By  bargain  prices  of  Ameri- 
can stocks.  By  the  fact  that  inflation 
in  the  U.S.— bad  as  it  is— is  less  than 
in  most  foreign  countries.  By  the 
availability  of  skilled  labor,  in  very 


short  supply  in  Europe  and  Japan. 

Then,  too,  the  foreigners  are  over- 
coming their  former  awe  of  U.S.  cor- 
porate management.  They  have  re- 
gained confidence  in  their  abflity  to 
compete  face-to-face  with  Americans. 

The  flow  of  capital  has  raised  both 
hopes  and  fears  in  the  U.S.  Hopes 
that  foreign  buying  may  improve  the 
level  and  the  tone  of  the  stock  mar- 
ket here;  that  foreign  direct  invest- 
ment may  provide  jobs  and  keep  U.S. 
industry  on  its  toes.  But  fears,  too,  of 
takeovers,    of   corporate    cannibaliza- 


tion  like  the  domestic  kind  that 
flourished  here  in  the  Sixties. 

Another  question  arises:  Are  recent 
headline-catching  moves  by  foreign 
interests  just  a  flash  in  the  pan?  Or 
do  they  forecast  a  permanent  long- 
term  flow  of  capital  that  will,  in  part, 
offset  the  strength  of  the  U.S.  multi- 
national corporations  abroad? 

The  answers  aren't  in  yet.  But  on 
the  following  pages,  the  editors  of 
Forbes  examine  some  aspects  of  these 
capital  flows— and  their  implications 
for  U.S.  business  and  finance. 


The  View  from  Edinburgh  Castle 


The  po\verful  bulls  of  Edinburgh's 
18th  century  Charlotte  Square  dom- 
inate the  Scottish  investment  trust 
(closed-end  fund)  industry.  It  was 
their  money,  huge  gobs  of  once-solid 
pounds  sterling,  that  helped  open  up 
the  U.S. ^  West  by  financing  the  rail- 
roads a  century  ago. 

With  the  detached  perspective  of 
3,000  miles,  tremendous  historical 
overview  and  that  traditional  canny 
Scots  feel  for  money,  how  are  these 
magnificent  bulls  doing? 

Lousy. 

Rattle  any  polished  brass  knocker 
around  the  famous  square:  "It's  a 
bloodbath."  "We're  locked  in."  "Down 
20?  since  January." 

Knock  at  No.  One.  Ivory  &  Sime 
manages  $1  billion  globally,  includ- 
ing $200  million  in  North  America, 
where  it  has  had  investments   since 


the  1890s.  Like  most  Scottish  trusts. 
Ivory  &  Sime  specializes  in  regional 
growth  stocks  "too  small  for  the  big 
U.S.  institutions  to  get  into."  Ivory 
&  Sime  has  large  holdings  in  cor- 
porations like  Murphy  Oil,  Pennzoil, 
Lomas  &  Nettleson  Financial,  United 
Gas  and  the  Dover  Corp.,  all  of 
which  have  fallen  since  the  year's  end, 
two  of  them  by  56%  and  34%. 

Knock  at  No.  29.  "We  have  taken 
a  complete  bloodbath,"  says  Barry 
Stewart  of  Martin  Currie  &  Co.  "The 
fundamentals  are  still  there  in  the 
U.S.,  but  the  thing  that  does  become 
a  little  discouraging  is  when,  month 
after  month,  you  are  proved  wrong." 
Martin  Currie  manages  $550  million, 
with  about  25%  in  the  U.S. 

At  No.  49  is  the  daddy  of  them  all, 
the  century-old  Scottish  American  In- 
vestment Co.  Ltd.,  where  Jack  Shaw 


Stewart  told  Forbes  that  Scottish 
American  manages  $182  million,  38% 
of  that  in  North  America.  Its  own 
shares  were  worth  $2.75  a  share  in 
January.  Recently  they  were  down  to 
$2.20.  In  terms  of  percentages,  a  huge 
drop.  Stewart's  eight-month-old  U.S.- 
oriented  mutual  fund  has  watched  its 
prices  drop  from  $2.50  in  November 
to  $1.85  in  June. 

These  energetic  Edinburgh  fund- 
men  don't  sit  around  Charlotte  Square 
crystal-balling.  They  constantly  have 
individuals  and  teams  going  around 
the  U.S.  talking  to  management,  in- 
vestors, brokers,  then  returning  to 
Scotland  with  strong  opinions.  Wrong 
opinions  this  year,  as  it  turned  out. 

Ivory  &  Sime's  Alex  Hammond- 
Chambers  says:  "The  trouble  is,  you 
have  a  confidence  economy  in  the 
U.S.,  and  if  the  brokers  haven't  any 
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roiifidencc,  no  wonder  it  is  a  nervous 
market.  " 

One  Edinburgli  investor  told  Forbes 
that  during  a  recent  U.S.  trip  he 
asked  an  old  broker  friend  how  many 
stocks  he  had  in  his  portfolio.  "Just 
one,"  said  the  broker.  "I'm  sticking 
to  real  estate." 

Yet  most  of  the  Scots  can't  bring 
themselves  to  be  bearish.  They  remain 
bulls  at  heart.  Bashful  bulls,  they  are, 
about  being  identified,  but  here  are 
typical  comments. 

|>  When  you  look  at  inflation 
worldwide,  the  U.S.  is  a  lot  better  off 
than  most.  Japan  is  having  a  bad  cost- 
push  time. 

[>  The    American    Government    has 
shown  itself  to  be  pretty  damn  good 
at  economic  management. 
t>  An  ideal  time  to  buy. 
t>  At     prevailing     price     levels,     we 
think  it  is  far  and  away  the  cheapest 
market  in  the  world. 
t>  There    is    plenty    of    coal    in    the 
U.S.  The  energy  crisis  will  not  hold 
the  country  back.  It's  only  a  matter 
of  time. 

t>  As  long  as  we  are  buying  values 
in  corporations  whose  earnings  are 
growing,  we  are  not  worried. 
^  One  of  the  things  you  must  say 
on  the  bull  side  of  the  equation:  As 
for  corporations,  corporate  manage- 
ment is  in  great  shape,  leaner  than  it 
has  been  for  years. 

t>  For  many  years  to  come,  the 
U.S.  will  still  be  an  incredibly  attrac- 
tive stock  market.  That  doesn't  mean 
I'm  going  to  buy  General  Motors  as 
opposed  to  Toyota.  What  it  does  mean 
is  that  you've  got  a  very  big  stock 
market,  terrific  opportunities  for  small 
companies  to  grow  and  great  liquidity 
for  portfolios. 

I>  I  can't  envisage  a  major  collapse 
in  prices  from  these  levels.  ...  I  just 
can't  believe  it— other  than  perhaps 
high-multiple  stocks;  they  will  per- 
haps come  crashing.  .  .  . 
O  It  is  just  political  gloom  at  the 
moment  that  is  putting  this  smoke 
screen  at  some  very  good  values.  Cau- 
tious, but  hopeful  is  my  watchword 
phrase. 

Where,  specifically,  are  the  Scots 
bullish? 

I>  The  big  banks  seem  to  be  rea- 
sonably happy. 

[>  Regional  banks.  Like  American 
Fletcher  in  Indianapolis.  Very  good 
record. 

[>  Waste  disposal  companies,  some 
insurance  brokers  and  real  estate  peo- 
ple have  been  badly  hammered.  They 
look  like  buys. 

^  There   is   a   particularly   high   sui- 
cide   rate    among    small    technology 
companies,  but  we  favor  a  good  mix 
of  perhaps  ten  stocks  at  these  prices. 
|>  The     general     discount     retailing 


area  has  been  overplayed,  but  there 
are  still  some  very  well-managed  com- 
panies in  it. 
[>  Aetna  Life. 

[>  Mix  one  or  two  blue  chips  like 
Ford  with  a  dash  of  financial  institu- 
tions, and,  if  your  broker  insists,  30% 
to  40%  of  your  holdings  in  regional 
stocks.  Nicely  priced  right  now. 
[>  We  like  ocean  drilling— and  have 
for  a  very  long  time. 
[>  Enormous  reserve  of  coal.  Co- 
lumbia Gas. 

O  We  really  don't  want  to  elabo- 
rate, but  Scot  Lad  Foods,  Pacific  Gam- 
ble Robinson  ought  to  be  mentioned. 
O  Life  insurance  stocks  are  low 
rated,  but  they  are  a  nice  long-term 
investment.  We  have  a  large  position 
in  NLT  Corp. 

0  We  have  got  a  lot  invested  in 
the  Southeast  because  of  good  pros- 
pects—a bit  in  the  Southwest. 
[>  Some  of  our  small  regional  stocks 
—if  we  wanted  to  sell,  we  wouldn't 
be  able  to  do  so.  But  before  going  in- 
to them,  we  really  meet  the  manage- 
ment. Some  we  are  very  happy  with, 
even  though  the  stocks  are  incredibly 
low-priced. 

Of  course,  Scots  being  Scots  and 
having  long  memories,  the  Edinburgh 
money  managers  aren't  getting  car- 
ried away  by  their  optimism.  They 
have  some  cautions  about  the  U.S. 
stock  market. 

t>  Tremendous  disillusion  with  the 
utilities. 

[>  Mutual  fund  industry  is  in  such 
bad  shape. 

>  Until  Wall  Street  itself  gets 
straightened  out,  no  European  inves- 
tor will  go  near  the  place. 
I>  That  major  bull  market  from 
1963  to  1968  attracted  too  many 
third-  and  fourth-rate  people  into  the 
brokerage  business.  You  are  still 
in    the    process    of   going    through    a 

Those  Scottish  Capitalists 

A  HUNDRED  YEARS  AGO  Scotland  was 
one  of  the  leading  industrial  nations 
of  the  world.  Scottish  capitalists  were 
rolling  in  money.  They  could  put  it 
in  the  bank,  or  into  land  ventures 
around  the  empire,  or  perhaps  in 
British  government  bonds. 

Or  they  could  invest  in  the  New 
World.  In  1873  in  Edinbiugh,  lawyer 
William  Menzies  founded  the  Scottish 
American  Investment  Co.  to  find  both 
an  outlet  and  a  profit  for  some  of 
that  Scottish  gold.  The  company  in- 
vested $50,000— no  mean  sum  in 
those  days— in  each  of  11  midwestern 
and  far  western  railroads. 

Menzies  understood  both  Scotsmen 
and  Americans.  Having  formed  the 
company   in    February,    he    went    to 


fairly  long-term  unwinding  position. 
[>  Some  stocks  are  just  going  to  re- 
main cheap,  even  if  the  market  rises, 
because  the  institutions  won't  buy. 
[>  The   one   area   that  hasn't   partic- 
ularly paid  off  is  the  West  Coast. 
[>  American  investors  are  so  led  by 
the   big   institutions   that  they   don't 
feel  they  can  maneuver  in  their  stocks. 
[>  Far    too    much    mystique    about 
the  big  growth  companies. 
[>  Everybody's   worried   about   costs. 
Labor  costs. 

But,  on  balance,  the  Scots  money 
managers  are  strongly  bullish.  How 
credible  is  their  optimism?  Look  at  it 
this  way:  The  Scots  are  very  careful 
with  their  money.  Just  before  leaving 
for  Edinburgh,  our  reporter  called  one 
fund  manager's  secretary  to  ask  if  the 
man  would  be  free  for  lunch. 

Questioned  she:  "Is  it  your  treat?" 
How's  that  for  treating  the  dollar 
with  respect?  ■ 


New  York  in  July,  loaded  with  hard 
currency.  The  dollar,  then  known  as 
the  greenback,  was  not  redeemable 
against  gold  (sound  familiar?),  and 
gold  was  bringing  a  15%  premium  in 
the  New  York  money  markets. 

Tight  money  and  iK)nconvertibility 
were  going  to  bring  a  drop  in  Wall 
Street  prices,  Menzies  believed,  and 
that's  why  he  was  there.  In  September 
it  happened:  Jay  Cooke's  company 
failed,  and  prices  fell  through  the  floor. 

And  as  Professor  W.  Turrentine 
Jackson  tells  it  in  T/ie  Enfcrprisiufi 
Scot:  "Menzies,  having  large  deposits 
in  the  bank,  was  able  to  purchase 
many  first-class  securities  at  ridiculous- 
ly low  prices.  .  .  ." 

Is  history  repeating? 
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We're  Not  Too  Small  Ourselves 


ff 


With  these  words,  Germany's  mighty  Siemens 

is  ready  to  ta/(e  over  some  U.  S.  companies 

and  to  challenge  our  giants  on  their  home  grounds. 


The  British  counterinvasion  of  U.S. 
industry  is  gaining  momentum. 
France's  Michelin  (Forbes,  Apr.  15) 
has  a  major  foothold.  The  Japanese 
are  coming  on  strong. 

And  now  the  Germans!  West  Ger- 
many's giant  Siemens  Aktiengesell- 
schaft  has  invaded  the  U.S.,  estab- 
hshing  a  beachhead  in  New  Jersey. 
Siemens  is  a  manufacturer  of  telecom- 
munications equipment,  instrumenta- 
tion, power  equipment,  dental  and 
medical  equipment,  electronic  compo- 
nents, data  systems  and  installation 
hardware,  with  sales  of  $4  billion  in 
the  last  fiscal  year  (through  Septem- 
ber, 1972)  and  $2.8  billion  in  the 
first  six  months  of  this  fiscal  year. 

Siemens'  beachhead  is  a  small  one 
—New  Jersey's  Computest  Corp.,  a 
manufacturer  of  computer-testing 
equipment  (sales:  $4.3  million)— but, 
says  Dr.  Otto  Dax,  who  runs  the  com- 
pany's U.S.  subsidiary,  Siemens  Corp., 
this  is  just  the  beginning.  Siemens  is 
determined  to  become  a  major  factor 
in  the  manufacture  of  components, 
telecommunications  equipment  and 
medical  equipment  in  the  U.S. 

Siemens  already  is  out  looking  for 
acquisitions  in  the  component  busi- 
ness, and  it  has  plans  under  consid- 
eration to  build  a  plant  from  scratch 
to  make  telecommunications  equip- 
ment. "Our  parent  has  put  no  limita-. 
tions  on  the  amount  we  can  invest," 
says  Dr.  Dax.  Siemens  has  the  cash 
capability,  and  with  West  Germany 
awash  with  dollars,  financing  any  ac- 
quisition is  no  problem. 


Siemens  is  aware  its  invasion  will 
meet  some  pretty  heavy  resistance: 
Fairchild,  Hewlett-Packard  and  Tel- 
edyne  in  testing  equipment;  Interna- 
tional Telephone  &  Telegraph  in  tele- 
communications; Sprague,  Mallory 
and  Union  Carbide  in  passive  compo- 
nents. This  doesn't  faze  Siemens  in 
the  least.  Says  Dr.  Dax:  "We're  not 
too  small  ourselves.  We're  already 
competing  with  ITT  in  the  rest  of  the 
world."  Gone,  obviously,  is  any  awe 
the  Europeans  may  once  have  had 
for  U.S.  competition. 

One  of  the  reasons  Siemens  has  de- 
cided to  move  into  the  U.S.  in  a  big 
way  is  obvious:  The  market  is  here. 
"You  have  more  than  40%  of  the 
world's  electronic  market,"  says  Vice 
President  Bernard  Mayer. 

The  Labor's  There 

Another  reason:  "You  have  a  large 
pool  of  skilled  labor  in  the  U.S.,"  says 
Dr.  Dax.  "Germany  has  imported  2 
million  workers.  We  have  plants  where 
you'll  hear  nothing  but  Turkish  spo- 
ken. We  have  plants  where  everybody 
speaks  Greek.  We  have  to  build  hous- 
ing for  these  'guest  workers.'  We  even 
have  to  build  schools  for  them.  De- 
spite these  2  million  guest  workers, 
we  have  zero  unemployment  in  Ger- 
many. In  the  U.S.,  you  have  skilled 
labor  walking  the  streets.  When  RCA 
closed  down  its  computer  operation. 
Cherry  Hill,  N.J.  became  filled  with 
skilled  but  unemployed  workers." 

A  third  reason:  U.S.  profit  margins. 
Siemens  nets  2.7%  on  sales.  By  U.S. 
standards,  this  is  fairly  modest  (Gen- 
eral Electric,  by  contrast,  netted  bet- 
ter than  5%  last  year).  Says  Dr.  Dax: 
"Our  burden  for  social  services  is 
greater.  There  are  numerous  reasons 
why  our  profitability  is  low  compared 
with  U.S.  companies."  By  expanding 
in  the  U.S.,  Siemens  hopes  to  make 
the  overall  profitability  of  the  corpora- 
tion higher.  This  may  come  as  a  shock 
to  many  American  managers,  but  Sie- 
mens is  saying  that  U.S.  labor  is 
relatively  cheap,  at  least  in  terms  of 
its  productivity. 

Dr.  Dax  and  Mayer  both  deny  that 
a  factor  in  Siemens'  decision  to  move 
into  the  U.S.  was  the  depressed  state 
of  the  stock  market.  "Our  parent  com- 
pany decided  to  expand  here  long  be- 
fore the  bear  market  began,"  Dr.  Dax 
says.  Mayer  adds:  "The  kind  of  com- 
panies we're  looking  for  will  not  come 
cheap.   I'll  grant  that  price/ earnings 


ratios  in  general  are  low  in  the  U.S., 
but  they  are  not  low  for  the  kind  of 
companies  we  want." 

At  first  glance,  it's  difficult  to  figure 
out  why  anyone  would  want  Compu- 
test, Siemens'  first  acquisition.  The 
company  managed  to  lose  $1.5  mil- 
lion last  year  on  its  $4.3  million  in 
sales.  Dr.  Dax  explains:  "It  wasn't 
management's  fault.  We  think  very 
highly  of  Computest's  management, 
and  we're  keeping  it.  The  problem  they 
had  was  this:  They  were  making 
computer-testing  equipment,  and  the 
market  suddenly  began  to  shrink  be- 
cause the  computer  manufacturers 
started  making  their  own  testing 
equipment.  They  knew  they  had  to 
get  into  other  products,  but  they 
didn't  have  the  money  for  R&D. 

"All  right,  we  have  the  R&D.  We 
have  18,000  people  employed  on 
R&D.  We  can  put  Computest  into  any 
number  of  automatic  test  systems  that 
are  currently  produced  by  Siemens: 
automobile  diagnostic  systems,  elec- 
tronic checkout  systems,  communica- 
tions test  equipment.  The  technology 
in  Germany  is  the  same  technology 
you  have  in  this  country.  Of  course, 
we'll  have  to  make  the  products  look 
different.  That's  a  problem  of  market- 
ing. There's  no  problem  of  technology. 
We  have  it." 

No  question  about  it:  The  western 
world  has  come  full  cycle.  The  dol- 
lars U.S.  corporations  spent  to  invade 
Europe  are  beginning  to  pour  back 
to  finance  a  European  invasion  of 
the  U.S.  ■ 


Big  A// Over 


The  most  unusual  thing  about  Sie- 
mens in  the  U.S.  is  how  small  it  is:  In 
most  other  countries  it  is  a  power  to 
be  reckoned  witii.  Its  sales  outside 
West  Germany  totaled  $2.5  billion  last 
year,  the  biggest  foreign  business  of 
any  European  electrical  producer 
save  Holland's  Philips  Lamp.  Over 
$1.6  billion  came  from  other  Euro- 
pean countries,  about  $425  million 
from  the  Western  Hemisphere  and 
$450  million  from  Asia,  Africa  and 
Australia.  In  all,  Siemens  has  o\'er  120 
foreign  subsidiaries  in  50  countries. 
But  while  it  has  only  now  acquired 
its  first  U.S.  subsidiary^  it  is  not  a 
complete  stranger  to  these  shores,  hav- 
ing long  worked  on  cooperative  deals 
with  GE  and  Allis-Chalmers. 
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Another  Jimmy  Ling? 


Wild  horses  could  not  have  stopped 
Malcolm  Horsman  from  expressing 
his  enthusiasm. 

"It's  a  joke,  isn't  it?"  he  asked.  Be- 


Britain's  Malcolm  Horsman 
has  arrived  on  the 
American  scene,  loaded  with 
borrowing  power  and  with  an 
insatiable  appetite  for  assets. 

fore  we  could  answer,  he  did:  "Eu- 
rope is  flooded  with  all  those  Euro- 
dollars that  you  paid  for  our  busi- 
nesses. Billions  and  billions.  The  an- 
swer for  us  is  to  lap  up  those  dollars 
and  buy  into  America. 

"I  am  in  El  Dorado.  It's  like  get- 
ting Harrod's  at  half  price." 

Malcolm  Horsman,  only  40  and 
most  definitely  lacking  the  right  school 
tie,  is  a  kind  of  British  throwback  to 
the  type  of  conglomerator  who  flour- 
ished here  in  the  Sixties.  So  far,  his 
acquisitions  in  the  U.S.  have  been 
small:  Kay  Jewelry  Stores,  Union 
Stockyards  of  Omaha  and  a  smallish 
Chicago  finance  company.  But  Hors- 
man has  the  cash  and  the  credit  and 
the  will  to  go  after  far  bigger  things. 

In  a  coup  that  surprised  London, 
Horsman  last  year  took  control  of  Bo- 


water  Corp.,  the  global,  $700-million- 
a-year  paper-making  empire.  It  is 
through  Bowater  that  Horsman  is 
making  his  present  U.S.  moves. 

"I'm  interested  in  a  U.S.  brokerage 
house  or  an  investment  bank,"  says 
Horsman,  nonchalantly  adding,  "they 
are  in  an  appalling  mess  here.  But 
there  are  names  available,  and  there 
will  never  be  an  opportunity  again  like 
this."  Also  on  Horsman's  U.S.  shop- 
ping list:  department  stores  and  con- 
glomerates. "We  looked  at  Walter  Kid- 
de,  but  decided  no." 

There's  no  question  that  Horsman 
has  the  wherewithal  to  carry  out  his 
ambitions.  With  Bo  water's  huge  as- 
sets as  collateral  plus  the  assets  of 
his  recent  U.S.  acquisitions,  Horsman 
can  borrow  freely  in  Europe. 

"It's  a  gift,"  he  says  of  the  current 
depressed  state  of  the  U.S.  stock  mar- 
ket. He  says  that  for  every  dollar  he 
borrows  in  Europe  he  can  buy  $2  in 
undervalued  assets  here.  "I  borrow  at 
roughly  10%  and  get  a  20%  yield  on 
my  money.  And  the  beauty  is  that  I 
borrow  in  dollars  and  keep  my  assets 
in  dollars.  No  revaluation  problem." 

Malcolm  Horsman  is  a  protege  of 
Britain's  famous  James  D.  Slater.  He 
ran   some    deals    for    Slater,    thereby 


P 


Zapata's  Transatlantic  Suitors 

A  few  years  ago  Zapata  Corp.  was  a  mess. 

Even  now  its  stock  is  at  only  a  fraction  of  the  old  price.  So  why 

are  two  foreigners  so  interested  in  its  assets? 


HiLMAR  Reksten  may  know  some- 
thing American  investors  don't.  Rek- 
sten, a  millionaire  Norwegian  ship- 
owner, has  offered  to  buy  Houston's 
Zapata  Corp.  for  $190  million,  $38  a 
common  share;  Wall  Street  recently 
valued  the  company  at  only  $140  mil- 
lion, $28  a  share.  Originally,  Reksten 
wanted  just  the  shipping  portion  of 
Zapata,  and  he  was  willing  to  pay 
$200  million  for  it.  When  the  deal 
fell  through  at  the  last  minute,  he 
discovered  he  could  bid  for  the  whole 
company  for  even  less. 

Reksten,  of  course,  is  trading  on 
the  18%  devaluation  of  the  dollar  and 
on  the  depressed  U.S.  stock  market. 
But  why  does  he  want  Zapata,  a  com- 
pany with  a  checkered  history? 

Zapata  was  the  brainchild  of  D. 
Doyle  Mize,  48,  a  college  dropout  and 
ex-oilfield  worker.  Mize  had  sold  his 
oil  exploration  outfit.  Mandrel  Indus- 
tries, to  Ampex  for  $20  million  in 
1965.  He  then  bought  control  of  $16- 
million-revenues  Zapata  in  1966,  and 
in  a  flurry  of  acquisitions,  built  the 
offshore   driller   and   marine   services 


outfit  up  to  revenues  of  $191  million. 

Mize  used  Zapata  stock  to  acquire 
companies  that  had  assets  or  long- 
term  contracts  against  which  he  could 
borrow  to  expand  his  basic  business, 
offshore  oil  drilling.  Wall  Street  fell 
in  love  with  Zapata,  booming  the 
stock  from  a  1966  low  of  8J4  to  a 
high  of  87  in  1968,  as  Mize  acquired 
shipping,  fishing  and  construction 
companies.  But  Wall  Street  fell  out 
of  love  in  1969  and  1970  when  Za- 
pata lost  its  bid  for  cash-rich  United 
Fruit  and  failed  to  acquire  Hudson  & 
Manhattan.  In  March  1969  Mize  quit 
and  sold  most  of  his  stock. 

By  1970  both  the  stock  (at  11) 
and  Zapata  hit  rock  bottom.  Earn- 
ings fell  nearly  70%  per  share  to  $1.03, 
and  would  have  vanished  but  for  the 
tax  credits  and  accounting  changes. 
Mize  had  gotten  out  just  in  time. 

Sorting  It  Out 

In  leaving,  Mize  turned  Zapata 
over  to  William  Flynn,  47,  a  U.S. 
Naval  Academy  graduate  and  en- 
gineer,  Mize's   close   personal   friend 


and  second  in  command  at  Zapata. 
Flynn  still  has  most  of  his  worldy 
goods  tied  up  in  Zapata. 

Why  should  a  Norwegian  shipping 
king  want  this  mess?  Largely  becau.se 
of  the  job  Bfll  Flynn  has  done  in 
cleaning  it  up. 

"We  just  hadn't  had  time,"  Flynn 
explained  his  rescue  mission  to 
Forbes,  "to  integrate  the  acquisitions 
we  made  up  to  1970."  Mize's  collec- 
tion included  some  land-based  dogs 
and  also-rans  and  some  ocean-going 
profits  and  promises.  Dogs  like  Para- 
mount Warrior,  a  West  Virginia  con- 
struction company  acquired  in  1969. 

"We  had  to  get  that  West  Virginia 
debacle  off  our  backs,"  says  Flynn. 
"It  was  taking  all  our  staff's  attention." 
Paramount  Warrior  had  imdertaken 
to  build  roads  and  tunnels  in  West 
Virginia.  Trouble  was,  it  had  never 
built  tunnels,  a  fact  Zapata  hadn't 
bothered  to  check  out  when  it  ac- 
quired the  company.  The  construc- 
tion outfit  lost  $12  million  in  1970. 
Flynn  dumped  that  burden  in  1971. 
He  sold  the  assets  of  the  West  Vir- 
ginia construction  contract  plus  some 
of  his  marine  construction  business  to 
a  new  company  named  Williams- 
McWilliams  Co. 

Zapata  still  carries  some  $20  mil- 
lion of  Williams  notes  and  C(|uity  that, 
in  theory,  could  cause  further  write- 
downs or  losses  to  Zapata.  But  Flynn 


23 


FORBES,   JULY   15.    1973 


gaining  both  experience  and  a  piece 
of  the  action.  Horsman  went  out  on 
his  own  with  a  company  called  Ralli 
International,  but  still  worked  closely 
with  Slater.  Through  Ralli  he  traded 
commodities  in  partnership  with  Mer- 
rill Lynch,  bought  small  companies  in 
Australia,  Britain  and  Holland.  How 
did  he  get  Bowater?  Easy.  The  big 
paper  company  was  overheavy  in  the 
British  newsprint  market  and  its  earn- 
ings were  depressed.  So  was  Bowater's 
stock  on  the  London  Stock  Exchange. 

Jim  Slater  and  his  investment  bank- 
ers had  bought  blocks  of  Bowater 
stock.  What  happened  next  is  not 
quite  clear,  but  Bowater's  manage- 
ment suddenly  announced  it  had 
agreed  to  buy  Malcolm  Horsman's 
company,  Ralli  International,  for  a  big 
block  of  Bowater  stock. 

Although  Bowater  was— in  theory— 
the  acquiring  company,  the  theory 
was  pretty  thin.  Slater  ended  up  with 
about  6%  of  a  new  $1.5-billion  con- 
glomerate, and  Horsman,  with  over  a 
million  shares,  became  deputy  chair- 
man and  joint  managing  director. 
"But  I  run  Bowater,"  says  Horsman. 

HoRsman  and  his  friend  Slater  are 
what  is  known  in  Britain  as  asset- 
strippers;    Wall   Street   used    to   call 


them  "liquidators."  What  they  do 
makes  sense,  however.  They  go  into 
a  company,  sell  nonproductive  or 
low-productive  assets  and  hold  on  to 
the  productive  assets.  The  cash  that 
is  freed  by  liquidation  is  then  rein- 
vested in  similar  situations,  and  the 
process  is  repeated. 

Although  he  has  been  in  control  at 
Bowater  slightly  less  than  a  year, 
Horsman  has  already  begun  his  asset- 
stripping  and  reinvesting.  Last  month 
Bowater  made  a  $125-million  stock 
offer  for  Hanson  Trust,  a  U.K.  con- 
glomerate heavy  in  building  materi- 
als. That  deal,  if  successful,  will 
sharply  reduce  Bowater's  dependence 
in  Britain  on  pulp  and  paper,  roughly 
25%  of  profits  in  1972. 

On  the  block  is  Bowater's  money- 
losing  pulp  mill  at  Corner  Brook, 
Newfoundland,  which  with  a  nearby 
hydroelectric  plant  could  yield  Hors- 
man better  than  $50  million  in  cash. 
Nor  is  liquidation  Horsman's  only 
source  of  cash.  There  are  all  those 
Eurodollars  washing  around  London 
and  the  Continent;  they  can  easily 
be  borrowed  using  Bowater  assets 
as  collateral. 

As  the  inteiview  neared  an  end, 
we  couldn't  resist  making  an  irrever- 


ent comment.  We  reminded  Malcolm 
Horsman  of  the  rise  and  subsequent 
fall  of  Jimmy  Ling. 

"Jimmy  Ling,"  snorted  Horsman 
indignantly,  "made  every  classic 
blunder  in  the  game.  He  went  for 
earnings  per  share.  Brittle  earnings. 
Your  conglomerates  failed  because 
they  didn't  go  for  assets. 

"Why  assets?  Because  you  can 
borrow  against  them  in  bad  times. 
You  need  assets  and  liquidity  and  you 
must  sell  off  losers.  Your  conglomer- 
ates never  did  that.  They  had  the  old 
Chinese  acquisition  policy  of  'What 
we  have,  we  must  keep!'  " 

But  Horsman  cannot  stop  himself 
from  adding,  "At  a  minimum,  we 
should  double  earnings  per  share  ev- 
ery four  or  five  years.  Exclusive  of  in- 
flationary factors." 

Jimmy  Ling-style  or  not,  Horsman 
will  almost  certainly  continue  to  have 
the  backing  of  those  smart  City  of 
London  financiers  for  some  time  yet. 
They  may  detest  Horsman  as  a  Bir- 
mingham-born upstart  and  they  may 
resent  his  aggressiveness,  but  those 
bankers  know  a  good  thing  when 
they  see  one.  Money,  as  they  are  well 
aware,  has  never  yet  required  a 
social  pedigree.  ■ 


emphasizes  that  the  West  Virginia  fi- 
asco is  history  now,  while  Williams' 
marine  construction  operations  are 
steady,  loitg-established  profitmakers 
that  should  easily  be  able  to  yield 
enough  to  pay  off  Williams'  obliga- 
tions to  Zapata. 

Zapata  didn't  look  closely  enough 
at  Boone  County  Coal  Co.  either, 
when  it  was  acquired  in  1970.  It  had 
good  assets,  in  the  form  of  top-quality 
metallurgical-grade  coal,  but  it  also 


had  unsafe  mines.  Flynn  has  had  to 
pour  money  into  the  mines  and  pour 
time  into  replacing  Boone's  manage- 
ment. Boone  is  still  running  in  the 
red,  though  it  is  not  a  heavy  drain  on 
Zapata's  earnings,  and  Zapata's  min- 
ing operations  as  a  whole  (it  also  has 
copper  operations)  are  now  in  the 
black.  All  together,  Flynn's  land-based 
businesses— construction,  mining  and 
real  estate— contributed  some  47%  of 
the  company's  revenues  in  fiscal  1972 
(ended  Sept.  30)  but  only  14%  of 
operating  income. 

Out  at  sea  is  where  Flynn  has  con- 
centrated his  spending  and  where 
Zapata  has  most  of  its  profits  and 
promise.  This  the  Norwegian  Hilmar 
Reksten  knows.  It  is  this  that  he  cov- 
ets. Last  year  offshore  drilling  and  ma- 
rine services  provided  35%  of  earn- 
ings, and  shipping  45%. 

At  Zapata,  shipping  means  Anglo 
Norness,  acquired  in  1968.  It  was  an 
owner  of  oil  tankers  and  ore-bulk 
carriers.  Norness  had  been  in  and  out 
of  the  red  because  its  ships  were  out 
on  short-term  charter.  "The  spot-char- 
ter game  is  better  left  to  the  Greeks 
and  Italians,"  says  Flynn,  who  prompt- 
ly switched  to  long-term  chartering. 
Thus,  when  the  bottom  fell  out  of 
the  spot-charter  market  in  1970  and 
1971,  Zapata's  shipping  earnings  con- 
tinued to  rise,  and  have  in  fact  risen 
50%  in  the  three  full  years  Zapata  has 


been  in  the  business.  Thanks  largely 
to  shipping,  Zapata's  earnings  recov- 
ered to  $3.12  a  share  last  year,  best 
since  the  record  year  1968. 

Zapata  is  sinking  $160  million  in 
ten  new  ships  of  120,000  to  260,000 
deadweight  tons,  which  will  double 
the  company's  fleet  when  they  are 
completed  in  1975.  All  but  one  is  al- 
ready chartered.  "Today,"  Flynn 
boasts,  "shipping  is  the  most  predict- 
able of  our  businesses." 

Compef/fi'on 

Flynn  and  Reksten  are  not  the  only 
ones  who  think  this  way.  So  appar- 
ently does  England's  Peninsular  & 
Orient  Shipping.  P&O  and  Zapata 
have  reached  tentative  agreement  for 
P&O  to  buy  half  the  shipping  opera- 
tion for  $100  million. 

If  Flynn  can  bring  off  the  P&O 
deal,  Zapata  will  keep  a  stake  in  ship- 
ping, but  will  also  gain  cash  to  ex- 
pand the  offshore  drilling  business. 
Zapata  has  built  seven  rigs  and  has 
two  more  building,  both  under  con- 
tract before  completion. 

So,  it's  no  surprise  that  the  trans- 
atlantic money  men  are  after  Zapata. 
Flynn  has  made  it  a  going  concern, 
well  positioned  to  profit  from  the 
world's  need  for  raw  materials  and 
energy.  If  American  investors  don't 
appreciate  Zapata's  virtues,  the  for- 
eigners do,  ■ 
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Those  Bashful  Japanese  Billions 


Invest  more  money  in  the  U.S.? 

The  Japanese  have  the  yen,  but  they  don't  have  the  yen. 


American  companies,  alarmed  at 
the  sudden  upsurge  in  takeover  bids 
by  European  investment  groups,  can 
probably  relax  about  Japan.  The  Jap- 
anese do  have  the  wherewithal  to 
launch  an  aggressive  acquisition  pro- 
gram in  the  U.S.,  but  as  Dow  Chem- 
ical Chairman  Carl  Gerstacker  recent- 
ly told  FoBBEs:  "The  Japanese  are 
more  oriented  toward  direct  invest- 
ment rather  than  takeover  bids.  The 
latter  doesn't  fit  in  with  the  Japanese 
style  of  doing  business.  The  Japanese 
don't  like  confrontations  or  direct  bat- 
tles of  that  sort.  Investments,  yes. 
Takeovers,  no." 

Frank  W.  Sheaffer,  director  of  the 
Investment  Service  division  of  the  De- 
partment of  Commerce,  recently  held 
seminars  in  Tokyo  and  Osaka  in  an 
effort  to  persuade  Japanese  compa- 
nies to  set  up  manufacturing  opera- 
tions in  the  U.S.  He  agrees  with 
Gerstacker:  "The  Japanese  are  very 
image-conscious  these  days  and  prob- 
ably wouldn't  want  to  risk  making  a 
bad  impression  through  a  stock  mar- 
ket battle." 

The  cultural  problem  involved  in 
Japanese  management  taking  over  a 
U.S.  company  is  undoubtedly  the  big- 
gest discouragement.  "Taking  over  an 
American  firm  would  mean  dealing 
directly  with  U.S.  management  and 
labor  unions,"  offers  one  Nikko  Securi- 
ties Co.  official  in  Tokyo,  "and  most 
Japanese  companies  would  be  reluc- 
tant to  put  themselves  in  what  could 
possibly  be  an  awkward  position.  It 
would  be  much  easier  to  finance  an 
entirely  new  company,  hire  American 
management  to  set  it  up  and  work 
out  the  details." 

Confrontation  is  not  the  Japanese 
style,  but  the  yen  has  already  begun 
to  flow  into  U.S.  investment.  The  Jap- 
anese have  already  invested  more 
than  $1.1  billion  in  the  U.S.  About 
$300  million  of  that  has  been  put 
into  banking,  real  estate,  hotels  and 
manufacturing  operations.  Already 
there  are  about  74  Japanese  compa- 
nies with  46  subsidiaries  operating  in 
the  U.S.  The  list  is  growing  weekly, 
but  mostly  in  small  deals,  nothing 
spectacular  like  the  British  takeovers 
or  the  Michelin  tire  plant. 

By  its  very  nature,  the  flow  of 
direct  investment  funds  will  be  grad- 
ual: You  don't  build  a  plant  or  estab- 
lish an  organization  overnight.  But 
how  about  Japanese  buying  of  U.S. 
stocks,  not  for  control  but  for  pur- 
poses of  investment?  Could  this  speed 


the  homeward  flow  of  American  dol- 
lars now  in  Japanese  hands?  For  all 
the  brave  talk  about  this,  the  flow 
of  Japanese  money  into  foreign  stocks 
has  been  sluggish.  From  about  $25 
million  in  1970,  net  Japanese  pur- 
chases of  foreign  securities  (mostly 
U.S.  stocks)  rose  to  about  $100  mil- 
lion by  the  end  of  1971,  and  moved 
still  higher  to  about  $160  million  by 
year-end  1972.  Since  the  first  of  the 
year,  however,  Japanese  buying  has 
dropped  to  around  $100  million. 

Several  explanations  are  offered: 
price  weakness  on  Wall  Street,  the 
recurring  currency  crises  and  the 
equally  swift  plunge  of  the  Tokyo 
stock  market,  which  dropped  some 
632  points  during  one  hectic  week 
last  January. 

"I  can  imagine  how  a  Japanese  in- 
vestor must  feel  if  he  bought  U.S. 
stocks  for  the  first  time  two  years 
ago,"  says  William  P.  Meehan,  assis- 
tant treasurer  of  Motorola  Inc.  "He 
spent  strong  yen  to  buy  weak  dollar 
stocks  and  got  burned  badly  in  the 
process,"  he  adds.  "I  can't  see  him 
being  very  eager  to  repeat  the  process, 
despite  the  highly  touted  buys  on 
Wall  Street  at  present." 

A  fair  volume  of  U.S.  securities  has 
moved  into  the  Japanese  market  to 
date,  mainly  through  private  place- 
ments. The  first  was  in  April  1972 
with  the  placing  of  90,000  shares  of 
First  National  City  Corp.  of  New  York 
with  several  Japanese  banks  and  oth- 
er financial  institutions.  A  few  months 
later  International  Telephone  &  Tele- 
graph succeeded  in  placing  200,000 
shares  of  Avis  with  another  group  of 
Japanese  investors. 

Troufa/e.' 

Then  came  the  first  public  offering 
later  that  fall-750,000  shares  of  Gen- 
eral Telephone  &  Electric— which 
turned  out  to  be  a  near  disaster  and 
left  a  bad  taste  in  the  mouths  of  some 
Japanese  investors.  Midway  through 
the  offering,  a  judge  in  Hawaii  or- 
dered GT&E  to  divest  itself  of  its 
manufacturing  facilities.  Despite  the 
fact  that  this  was  just  an  i.solated 
court  ruling  that  would  obviously  be 
appealed  for  perhaps  years,  the  ac- 
tion, in  the  words  of  one  U.S.  securi- 
ties man,  "scared  the  bejesus  out  of 
the  Japanese."  About  half  the  initial 
subscribers  returned  the  stock,  forc- 
ing GT&E's  Japanese  underwriters, 
Nikko  Securities,  to  find  new  buyers. 
Needless    to    say,    there    have    been 


few  attempts  since  at  public  offerings. 

Indeed,  except  for  a  handful  of 
<rAmerican  companies  like  Coca-Cola, 
IBM,  General  Motors  or  ITT,  whose 
names  or  products  are  generally 
known  to  the  Japanese,  selling  the  se- 
curities of  most  American  companies 
requires  a  major  educational  effort  by 
Japanese  brokers. 

Some  financial  people  think  the  an- 
swer is  listing  on  the  Tokyo  Stock  Ex- 
change for  American  companies.  Le- 
gally this  is  now  possible  under  Ja- 
pan's general  policy  to  ease  restric- 
tions on  the  flow  of  capital  into  and 
out  of  the  country.  It  would  make 
the  U.S.  stocks  more  visible  and,  in 
theory,  attract  Japanese  money. 

A  number  of  U.S.  and  European 
companies  are  known  to  be  interested 
in  the  possibilities.  Among  them  are 
First  National  City  Corp.,  Interna- 
tional Utilities,  Banque  de  Paris  et 
des  Pays-Bas,  GT&E.  But  nothing  is 
definite  yet.  "We  would  like  to  be  one 
of  the  first  foreign  companies  to  list 
on  the  Tokyo  Stock  Exchange,"  says 
Gerstacker  of  Dow,  "but  there  are  an 
awful  lot  of  technicalities  and  details 
that  have  to  be  worked  out  first." 

Further  confirmation  of  this  atti- 
tude came  during  a  recent  seminar  on 
the  Japanese  capital  market  sponsored 
by  Yamaichi  Securities  in  Tokyo  in 
May.  Treasurers  and  chief  financial 
officers  of  some  50  top  U.S.  companies 
attended  the  seminar.  Many  of  them 
came  away  from  the  conference  puz- 
zled and  unsure  of  whether  listing  in 
Tokyo  would  be  a  good  idea.  "I  don't 
think  you  will  see  much  of  a  queue 
forming,"  remarked  James  C.  Van 
Meter,  treasurer  of  A.shland  Oil 
International. 

Far  and  away  the  biggest  hurdle 
facing  U.S.  companies  interested  in 
listing  their  securities  in  Tokyo  arc 
Japanese  financial  disclosiue  recjuin - 
nients.  Japanese  "lO-Ks"  filed  with 
the  Finance  Ministry  tell  far  more  de- 
tails about  a  company's  operations 
than  their  American  counterparts. 
They  include  information  about  vir- 
tually every  aspect  of  a  company's  op- 
erations, complete  breakdown  of  pro- 
duction costs,  distribution  channels, 
accounting  details  and,  as  Dow  Chem- 
ical's Gerstacker  notes,  "barrels  of  in- 
formation that  U.S.  companies  don't 
normally  produce."  Most  Americans, 
says  one  U.S.  consultant  in  Tokyo, 
"are  reluctant  to  disclose  such  inlomia- 
tion  and  fearful  about  how  it  might  be 
used  by  their  Japanese  competitors." 
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Moreover,  a  company  has  to  have 
its  books  audited  by  a  Japanese  CPA, 
a  condition  many  U.S.  executives  find 
incredible.  "No  other  major  market  in 
the  world  has  a  requirement  like  that," 
complains  one  treasurer  of  a  New 
York  company.  "The  SEC  will  accept 
an  audited  statement  signed  by  a 
Dutch  or  Israeli  auditor,"  he  adds, 
"but  the  Japanese  insist  on  you  hav- 
ing a  Japanese  accountant." 

None  of  these  problems  can  be 
taken  lightly.  After  about  nine  months 
of  trying  to  sort  out  various  legal  and 
accounting  difiiculties,  Chrysler  Corp. 
last  year  had  to  abandon  plans  to  sell 
1  million  shares  of  common  in  a  pub- 

What  Does  GT&E  Make? 

"Selling  General  Motors  or  Coca- 
Cola  is  no  particular  problem,"  the 
young  Japanese  broker  sighs,  "but 
how  many  people  really  know  what 
GT&E  makes?"  One  of  the  biggest 
factors  inhibiting  the  sales  of  U.S. 
securities  to  the  Japanese  investing 
public  is  the  simple  fact  that  most 
U.S.  companies  remain  unknown  en- 
tities to  the  average  Japanese  investor. 
As  a  result,  the  "Big  Four"  Japanese 
securities ^firms  (Nomura,  Daiwa,  Nik- 
ko  and  Yamaichi)  have  launched  an 
aggressive  selling  campaign  to  ac- 
quaint investors  with  U.S.  companies. 

Nomura  equips  salesmen  in  its  100 
branch  offices  with  a  small  blue  book 
on  the  subtleties  of  selling  American 
securities.  Daiwa  offers  a  variety  of 
booklets  touts  customers  that  spell  out 
what  kinds  of  businesses  the  U.S. 
companies  are  in  and  pertinent  finan- 
cial information.  Yamaichi  holds  fre- 
quent seminars  to  brief  its  salesmen 
on  Wall  Street  developments  and  pre- 
pare them  for  the  inevitable  questions. 

This  job  can  be  a  bit  frustrating. 


lie  oflFering  in  Japan  to  boost  its  stake 
in  Mitsubishi  Motors.  The  company 
later  made  a  private  placement. 

At  any  rate,  listing  your  stock  in 
Tokyo  can  be  expensive.  One  U.S.  fi- 
nancial officer  stationed  there  esti- 
mates that  it  would  cost  initially  about 
$160,000  to  list  your  securities  on 
the  Tokyo  Stock  Exchange.  ("That 
includes  registration  fees,  air  fare  and 
just  about  everything  except  the  party 
you'd  have  to  throw  to  celebrate  your 
listing,"  he  says.)  In  addition,  a  com- 
pany would  have  to  cough  up  an- 
other $30,000  to  $60,000  a  year  to 
pay  for  the  auditing,  legal  work, 
translation  services  and  such  required 


"How  do  you  explain  what  Litton  In- 
dustries makes,"  asks  one  Nomura 
salesman,  "or  the  fact  that  Minnesota 
Mining  isn't  a  mining  company?" 

On  the  other  hand,  owning  shares 
of  a  well-known  U.S.  company  is  often 
looked  upon  more  as  a  prestige  sym- 
bol than  as  an  investment.  One  Japa- 
nese investor  walked  into  the  branch 
oflBce  of  Daiwa  a  few  months  ago  and 
tried  to  buy  one  share  of  IBM.  "When 
I  asked  him  why  he  only  wanted  one 
share,"  the  broker  explained,  "he  said 
he  wanted  to  frame  it  and  hang  it  on 
the  wall  of  his  apartment." 

Still,  as  the  GT&E  offering  points 
up,  a  lack  of  understanding  about  the 
nature  of  American  business  and  legal 
system  can  have  disastrous  results. 
(Court  actions  against  companies  in 
Japan  are  still  rare.)  "If  one  isolated 
court  action  against  a  company  like 
GT&E  bothered  the  Japanese,"  offers 
one  American  broker  in  Tokyo,  "you 
can  imagine  the  difficulty  of  trying  to 
explain  all  the  lawsuits  surrounding 
companies  like  Xerox  and  IBM." 


to  maintain  a  listing  and  issue  an 
annual  statement  in  Japanese. 

"If  you  are  a  Revlon  or  Coca-Cola 
and  selling  a  consumer  product  in 
Japan,"  comments  Howard  B.  Shep- 
pard,  treasury  representative  for  Gulf 
Oil  Co. -Asia  in  Tokyo,  "listing  may 
be  a  good  idea.  But  if  you're  selling 
a  less  visible  product  such  as  oil  or 
machinery,  the  benefits  of  listing  may 
not  outweigh  the  costs." 

At  any  rate,  the  Japanese  govern- 
ment is  watching  over  the  growing 
liberalization  with  all  the  caution  and 
concern  of  a  mother  hen  for  a  new- 
born chick.  Regulations  for  foreign 
companies  listing  or  making  debt  of- 
ferings are  very  strict,  designed  to  filter 
out  all  but  the  major  blue-chip  com- 
panies in  the  U.S.  and  Europe. 

What  really  bothers  many  foreign- 
ers in  Tokyo  is  the  realization  that 
most  of  the  current  "liberalization" 
of  the  securities  and  capital  market 
owes  its  existence  to  government 
pressure  on  brokers  to  export  capital. 
It  is  intended  as  an  artificial  answer 
to  an  embarrassing  balance-of-pay- 
ments  surplus.  It  is  not  a  natural 
response  to  any  need  the  Japanese  feel 
for  investment  opportunities  abroad. 

The  immediate  prospects  for  debt 
issues  aren't  much  better.  The  strength 
of  the  yen  has  brought  the  yen-domi- 
nated bond  business  to  a  screeching 
halt.  There  hasn't  been  a  yen  bond 
issued  in  Tokyo  since  last  December. 
That's  quite  a  drop  from  the  heyday 
last  fall  when  the  monthly  scale  of 
foreign  bond  flotations  on  the  Jap- 
anese market  reached  a  high  of  $250 
million  and  eclipsed  that  of  the  West 
German  market.  "The  cost  of  yen 
seems  a  little  high  right  now,"  notes 
Van  Meter  of  Ashland  Oil  Internation- 
al. The  cost  of  long-term  yen  is  about 
7.5%,  which  is  more  than  either  Ger- 
man marks  or  Swiss  francs,  Europe's 
two  strongest  currencies. 

More  to  the  point,  few  U.S.  com- 
panies are  willing  to  take  on  a  yen 
obligation  unless  they  have  a  sub- 
sidiary in  Japan.  "Even  if  the  price 
were  right,"  adds  Van  Meter,  "you 
wouldn't  want  to  expose  your  balance 
sheet  to  a  yen  liability  unless  you 
have  a  yen-generating  operation  in 
Japan.  A  lot  of  companies  got  burned 
in  a  similar  way  during  the  recent 
German  mark  revaluations,  and  they 
are  not  likely  to  make  the  same  mis- 
take in  Japan." 

All  in  all,  then,  the  immediate  out- 
look for  major  export  of  long-term 
capital  from  Japan  isn't  terribly  bright. 
Long-term,  perhaps;  short-term,  no. 
So  don't  look  to  Japanese  capital 
flows  to  rescue  the  U.S.  stock  mar- 
ket or  to  offset  quickly  the  unhealthily 
large  surplus  in  Japan's  balance  of 
payments  with  the  U.S.  ■ 
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Yields: 
15%  to  25% 

Investors  must  by  now  be 
tired  of  hearing  about  how 
low  price/ earnings  ratios 
have  sunk,  not  only  for  most 
stocks  but  even  for  stocks  of 
top-drawer  quality.  There- 
fore, to  express  the  same  strik- 
ing fact  in  a  different  way, 
Forbes  turns  to  the  Total 
Yield  Concept. 

Total  yield  is  the  reciprocal 
of  the  price/ earnings  ratio. 
It  expresses  earnings  per 
share  as  a  percentage  of  the 
market  price.  For  example, 
take  a  stock  earning  $5  a 
share  and  selling  at  $35.  Its 
P/E  ratio  is  seven.  Its  total 
yield  is  14.3%. 

That's  right,  14.3%!  Based 
on  earnings,  there  are  literal- 
ly hundreds  of  stocks  now 
yielding  14.3%  and  a  good 
deal  more.  Below  is  a  care- 
fully selected  list  of  Big 
Board  stocks  whose  total 
yields  range  from  just  under 
15%  to  25%.  These  are  not 
cats  and  dogs.  To  get  on  the 
list,  Forbes  statisticians  ruled 
that  a  stock  had  to  have 
more  going  for  it  than  just 
a  high  total  yield.  It  needed: 

1)  Higher  earnings  over 
the  last  12  months  than  five 
years  ago. 

2)  A  dividend  yield  of  at 
least  4%.  (In  some  cases  the 
dividend  yields  are  7%  or 
even  more. ) 

3)  In  most  cases,  the  mar- 
ket price  was  well  below  book 
value,  in  many  cases  sub- 
stantially below.  Most  of 
the  few  stocks  selling  above 
their  book  value  sell  only 
slightly  above  it. 

By  any  statistical  standard, 
the  stocks  listed  here  are 
bargains.  Moreover,  they  are 
also  bargains  by  some  im- 
portant investors'  portfolio 
standards:  Just  look  at  the 
way  that  European  and  other 
foreign  investors  (see  pp.  25 
through  31 )  are  expressing 
their  approbation  in  the  sin- 
cerest  possible  way— that  is, 
by  buying  into  U.S.  stocks 
and  companies. 

At  the  same  time,  don't 
forget  the  old  saying:  In 
stalking  bargains,  beware  of 
quicksand.  ■ 


Total    Dividend 
Yield        Yield 


Company 


Recent 
Price 


Latest 
1973  12MOS. 
High  Earnings 


Per  Share \ 

Indicated 
Annual       Book 
Dividend    Value 


Apparel  &  Textile 


17.5% 

16.5 

18.9 

19.5 

17.4 

14.9 

16.8 

16.1 

17.2 


4.4% 

6.5 

5.7 

4.8 

4.9 

4.9 

5.8 

6.4 

6.1 


Blue  Bell 
Cone  Mills 
Craniteville 
Indian  Head 
Manhattan  Inds 
Munsingwear 
Reeves  Bros 
Riegel  Textile 
Warnaco 


145/8 
I6V2 

^21  Va 

163/4 
113/8 

22 
26 

155/8 

i3y8 


38 

243/4 

2578 

27V2 

173/8 

333/4 

3078 

2078 

2OV2 


$2.56 
2.72 
3.99 
3.27 
1.98 
3.27 
4.38 
2.52 
2.26 


Construction  &  Housing 


16.5  4.2  Alpha  Portland  Inds 

17.7  4.9  Ameron 

16.3  6.8  Flintkote 

15.2  6.5  Interpace 

18.5  5.1  Weil-McLain 


Diversified 


16.2 
21.3 
15.5 
19.4 
16.4 
21.3 
20.9 
20.0 


4.3 
5.4 
6.4 
4.2 
5.3 
4.8 
5.0 
5.4 


Metals 


Retail 


113/8 
13  74 

16 
15V2 

978 


1772 

1774 

253/4 
2072 
175/8 


1.88 
2.35 
2.61 
2.35 
1.83 


Allied  Products 
City  Investing 
Houdaille 
Walter  Kidde 
Kysor  Industrial 
National  Presto 
Norlin 
U.S.  Industries 


1578 

1178 

11 

1672 

1274 

2878 
1678 

1278 


22 
16 

1678 

295/8 
18 

3474 

223/4 

2178 


2.57 
2.37 
1.70 
3.20 
2.01 
6.15 
3.37 
2.42 


19.4  5.8  Copperweld 

15.5  5.5  Earle  M.  Jorgensen 
18.9  7.6  Pacific  Tin  Consol 
17.8  6.2  Washington  Steel 


2278 
2372 

872 

15 


3072 
30 

1174 
1974 


4.30 
3.64 
1.61 
2.67 


15.3  5.9  Allied  Stores 

15.5  4.7  Camble-Skogmo 
24.8  6.9  McCrory 

15.6  5.7  Outlet  Co 
16.1  7.1  Reliable  Stores 


235/8 
2772 
173/8 

1172 

872 


393/8 
3678 

303/4 
175/8 
103/8 


3.62 
4.25 
4.31 
1.79 
1.37 


$0.65 
1.08 
1.20 
0.80 
0.56 
1.08 
1.50 
1.00 
0.80 


0.48 
0.65 
1.08 
1.00 
0.50 


0.68 
0.60 
0.70 
0.70 
0.65 
1.40 
0.80 
0.65 


1.28 
1.30 
0.65 
0.93 


1.40 
1.30 
1.20 
0.65 
0.60 


$18.82 
45.29 
35.58 
17.96 
20.03 
25.28 
39.29 
26.41 
17.73 


20.31 
23.73 
30.63 
27.41 
12.20 


24.35 
17.65 
9.79 
21.70 
16.56 
44.89 
12.44 
12.35 


26.81 
30.87 
11.68 
18.66 


38.33 

32.78 

6.44 

9.07 

12.83 


Tire  &  Rubber 

16.7           5.8 
19.6           5.3 
17.2           4.8 
20.0           6.2 

Armstrong  Rubber 
General  Tire 
B.F.  Goodrich 
Mohawk  Rubber 

2772 

183/4 

21 

1678 

38 

283/4 

3078 
2378 

4.59 
3.67 
3.61 
3.22 

1.60 
1.00 
1.00 
1.00 

48.87 
24.52 
42.42 
21.41 

Transportation 

17.6           7.1 
19.2           5.9 
18.6           5.6 

National  City  Lines 
Soo  Line  RR 
Southern  Railway 

123/4 

2772 
32 

175/8 

313/4 

5074 

2.25 
5.27 
5.94 

0.90 
1.62 
1.78 

13.34 
62.89 
59.18 

Other 

17.8  4.2  Bunker-Ramo                                  95/8  3178  1.71  0.40  18.72 

20.3  4.6  CNA  Financial  1272  205/8  2.54  0.58  18.01 

15.6  6.3  Emhart  19  33  2.97  1.20  29.36 

18.2  5.3  Ford  Motor  5374  823/8  9.67  2.80  55.99 
15.1  5.6  Hall  Printing  17  22  2.57  0.95  25.82 

15.7  5.2  Harnischfeger  2278  265/8  3.59  1.20  47.81 

19.4  6.5  Interpublic  Group  123/8  253/8  2.40  0.80  12.73 

16.1  6.0  Kroehler  163/4  2778  2.69  1.00  38.85 

18.3  4.4  National  Can  1078  1772  1.85  0.45  14.68 

15.2  7.2  Piedmont  Nat  Gas  1778  195/8  2.71  1.28  14.18 

19.3  4.4  Republic  Fin  Svcs  1874  3478  3.52  0.80  18.18 

15.8  5.4  Roper  Corp  185/8  3274  2.94  1.00  29.05 

21.3  4.4  SpartonCorp                                  55/8         85/8  1.20  0.25  9.00 
20.8  5.7  Sperry  &  Hutchinson  1772  3072  3.64  1.00  14.73 

16.4  4.5  Thiokol  11  22  1.80  0.50  13.18 
19.4  5.8  Wells,  Rich,  Greene  103/8  21 7o  2.01  0.60  7.66 
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How  big  are  we  in 
tlie  bis  business  of  money? 


Well,  our  customers  include 
94  of  the  100  bluest  chips. 


Is  your  company  in  the  charmed  circle  of  the  nation's 
100  largest  corporations?  If  so,  chances  are  good  that 
you're  one  of  the  94  who  are  already  doing  business  with 
at  least  one  of  our  subsidiaries.  (They're  listed  below.) 

Chances  are  good  also  that  you  didn't  have  to  set 
foot  in  New  England  to  start  a  relationship  with  us.  Be- 
cause we're  out  there  where  you  are — calling  on  you, 
talking  with  you,  helping  you  with  your  financial  needs 
whatever  they  may  be.  And  we're  equally  conscientious 
about  serving  our  smaller  customers  as  well. 

That's  what  First  National  Boston  Corporation  is  all 
about.  Helping  you  with  ideas  in  investing,  leasing,  com- 


mercial financing,  international  financing,  factoring, 
stock  transfers,  cash  management,  real  estate  financing, 
pension  trusts,  mutual  funds  servicinf — if  it  has  to  do 
with  keeping  money  on  the  move,  it  has  to  do  with  at 
least  one  of  our  subsidiaries.  How  big  are  we?  Big 
enough  .  .  .  and  still  growing  in  innovative  services,  na- 
tionally and  internationally. 


FIRST  NATIONAL 
BOSTON  CORPORATION 


The  First  National  Bank  of  Boston  •  Bank  of  Boston  International  •  Boston  Overseas  Financial  Corp.  •  Cobbs  Allen 
&  Hall  Mortgage  Co.  •  FNB  Financial  Co.  •  FNB  Services  Inc.  •  First  Capital  Corp.  of  Boston  •  First  National  Boston 
Clearance  Corp.  •  First  Venture  Capital  Corp.  of  Boston  •  Firstbank  Financial  Corp.  •  Massachusetts  Tankers,  Inc. 


Hooray  for  Hamburgers 

At  least  it  isn't  as  tricicy  a  business  as  is  ban/dng, 
a  group  of  San  Diego  fast-food  men  found  out. 


It  was  1967  and  the  controlling 
shareholders  of  San  Diego-based 
Foodmaker,  Inc.  had  become  million- 
aires through  the  success  of  Jack-in- 
the-Box  and  other  fast-food  opera- 
tions. Next  question:  What  to  do  with 
their  money?  Obvious  answer:  move 
on  to  bigger  things  by  buying  into 
their  hometown  bank,  Southern  Cal- 
ifornia First  National,  and  riding  the 
growth  wave  in  Southern  California. 

Richard  T.  Silberman,  Lloyd  L. 
Schunemann,  Robert  O.  Peterson 
(Foodmaker's  founder)  and  six  oth- 
ers in  late  1967  made  a  tender  offer 
for  at  least  12%  of  the  bank's  shares 
at  $44  a  share,  vs.  a  market  price  of 
$36.  They  ended  up  with  a  control- 
ling 23%  of  the  stock  for  $13.2  mil- 
lion. The  bank  management  howled 
and  went  to  court;  the  San  Diego 
establishment  howled,  period.  In  the 
end,  an  uneasy  ceasefire  was  ar- 
ranged; the  Foodmaker  crowd  got 
five  of  the  18  board  seats,  and  the 
old-guard  officers  kept  their  jobs. 

Replacement 

But  what  looked  like  a  truce  was 
really  the  beginning  of  the  end  for  the 
old  guard.  The  last  of  the  old  guard 
retired  in  1971,  and  since  then  there 
have  been  three  presidents  of  the 
bank,  all  agreeable  to  the  new  con- 
trolling group.  Current  president  of 
the  bank  is  Eli  G.  Cunningham,  36. 

For  a  while  the  new  bosses  sat  on 
the  boards  of  both  Foodmaker  and 
the  bank.  Then  Ralston  Purina  offered 
them  and  other  shareholders  of  pub- 
licly held  Foodmaker  some  $60  mil- 


lion worth  of  preferred  stock.  Soon 
after,  Silberman  et  al.  were,  whether 
for  better  or  worse,  strictly  in  the 
banking  business. 

The  bank  had  been  something  of  a 
sleeping  midget.  Despite  its  position 
amid  some  of  California's  most  fantas- 
tic growth,  it  had  acquired  only 
about  $520  million  in  assets.  In  a  state 
noted  for  banking  innovations,  it  had 
managed  to  resist  nearly  all  of  them. 
The  average  age  of  its  directors  was 
65.  And  it  had  waited  until  1967  be- 
fore expanding  outside  San  Diego 
County.  Even  then  it  did  so  only  to 
block  a  possible  takeover. 

"By  acquiring  offices  in  Orange  and 
Los  Angeles  counties,"  explains  Silber- 
man, 44,  who  is  now  vice  chairman 
of  the  holding  company  for  the  bank, 
"the  management  thought  that  they 
could  avoid  take-over  by  another  Cal- 
ifornia bank  on  antitrust  grounds.  But 
that  was  specious  reasoning.  Some  lo- 
cal hamburgers,"  he  says  in  fast-food 
jargon,  referring  to  himself  and  his 
partners,  "came  in  and  made  a  tender 
offer  that  didn't  have  any  antitrust 
ramifications." 

The  "local  hamburgers"  however, 
have  found  that  it  is  easier  to  buy  a 
bank  than  to  turn  it  around.  From 
1968  through  1972,  wages  and  bene- 
fits jumped  90%  and  other  operating 
costs  doubled,  while  the  number  of  of- 
fices rose  from  46  to  69.  But  loans 
rose  only  38%,  assets  only  28%  (to 
$874  million). 

Then  there  were  the  bad  loans.  In 
the  past  five  years  the  bank  has 
charged  off  $10.7  million  in  bad  loans, 


Profits  from  this  San  Diego-based  fast-food  operation  put  its  owners  into  the 
banking  business— whose  earnings  have  been  considerably  leaner  up  to  now. 


equal  to  half  of  its  reported  net  earn- 
ings for  the  period.  "The  loan  prob- 
lems have  been  with  the  big  cus- 
tomers, not  the  small  customers,"  says 
Silberman.  "And  they  have  originated 
in  the  head  office,  not  in  the  branch 
system." 

Small  wonder,  then,  that  Southern 
California  First  National's  emphasis 
is  back  on  catering  to  small,  individ- 
ual customers  in  the  local  branches. 
"Our  philosophy,"  says  Silberman,  "is 
that  for  the  foreseeable  future  bank- 
ing is  going  to  be  a  business  of  get- 
ting deposits  and  not  one  of  making 
loans.  We  beheve  that  there  will  be 
no  shortage  of  opportunities  to  lend 
money,  but  a  bank  must  learn  how 
to  be  the  most  attractive  place  for 
people  to  leave  money. 

"A  lot  of  problems  are  surfacing 
now— after  three,  four,  five  years— that 
really  had  their  beginning  in  the  ex- 
pansion program  and  the  nature  of 
the  management  that  ran  this  bank 
for  20  years.  For  years  there  was  a 
very  strong  chief  executive,  and  only 
he  made  certain  decisions,  regardless 
of  what  the  organizational  chart  said. 
We  didn't  realize  until  after  we  were 
on  the  inside  that  there  was  this  lack 
of  organization." 

One  result  has  been  erratic  operat- 
ing earnings:  97  cents  in  1968,  $1.42 
in  1969,  only  $1.17  last  year.  But  Sil- 
berman is  confident  that  the  invest- 
ment will  pay  off.  "We  have  made  a 
lot  of  progress  in  defining  policy,  in 
defining  the  responsibility  of  people 
in  the  field,  and  in  setting  up  what  is 
almost  the  equivalent  of  four  autono- 
mous banks.  We  have  grown  very  rap- 
idly in  a  short  time  and  have  paid 
the  price  in  earnings,  in  management 
problems  and  in  bad  loans.  Our  pri- 
ority in  the  next  five  years  is  to 
squeeze  all  the  profit  potential  out  of 
our  existing  structure." 

Not  Again! 

But  luck  still  seems  to  be  running 
against  Silberman  and  his  colleagues. 
Just  last  month  the  bank  announced 
that  $2.6  million  had  been  added  to 
its  loan  loss  reserve  to  cover  possible 
defaults  to  a  single  large  borrower. 
That's  equal  to  32  cents  per  share 
after  taxes,  or  more  than  27%  of  last 
year's  earnings. 

"It  looked  like  a  nice,  clean  bank 
in  a  fairly  simple  kind  of  industry," 
says  Silberman.  "But  since  the  stock 
is  selling  at  half  what  we  paid  for  it, 
there  are  many  days  when  we  won- 
der if  it  was  a  very  smart  move."  At 
the  present  price  of  the  stock  the 
"hamburger  boys"  have  a  paper  loss 
of  about  $7  million,  however  promis- 
ing the  outlook  for  the  future. 

Selling  hamburgers  was  never  so 
tough.  ■ 
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Three  key  advantages  of  Westwind 
you  won^t  hear  from  our  competition. 


Westwind 

goes  farther... 

faster. 

Speed  is  the  reason  for  buying  a 
jet.  But  speed  counts  most  when 
the  distance  is  greatest.  So  West- 
wind,  with  its  2000  mile  range  and 
500  MPH  plus  cruise  speed  is  the 
fastest  business  jet  in  its  category. 
Why?  On  short  hops,  Westwind 
has  a  higher  maximum  speed  than 
any  of  its  low  cost  competitors.  But 
more  importantly,  on  long  hops, 
Westwind  has  greater  range, 
which  means  less  time  consuming 
fuel  stops ,  and  more  non-stop  speed 
to  destination.  Buying  a  low  cost 
business  jet  makes  sense.  It  makes 
more  sense  to  buy  the  one  that 
gives  you  the  speed  and  range  you 
wanted  a  business  jet  for  in  the 
first  place.  Westwind. 


500  mile 
dash 

1900  mile 
crosscountry 

min. 

mpH" 

hr. 

min. 

mph^'^ 

Westwind 

65.8 

456 

4 

18 

442 

Lear25B 

66.4 

452 

4 

47 

397 

Citation 

95.0 

316 

6 

23 

294 

Our  interior  is  the 

equal  of  jets  costing 

twice  as  much. 


Westwind  gives  you  a  cabin  that's 
80%  larger  than  the  smallest  low 
cost  jet,  50%  larger  than  our  near- 
est competitor.  We  give  you  divans 
and  comfortable  reclining  chairs 
for  up  to  10  passengers.  And  we  in- 
clude folding  conference  tables,  a 
refreshment  bar,  a  hot/cold  galley 
and  a  complete  four  speaker  stereo 
tape  deck.  And  we  give  you  a  sepa- 
rate airline  style  lavatory  with  an 
electric  toilet  that  flushes  and  a 
solid  door  that  shuts.  (With  our 
2000  mile  range  you'll  need  a  lava- 
tory you  can  use.)  Add  eleven  win- 
dows, ample  storage  space,  plush 
furnishings  and  you've  got  an  un- 
matched standard  interior  that 
matches  our  superior  speed  and 
range. 


MPH  block  to  block 


Westwind  is  the  best 

equipped  jet  on 
the  market.  Period. 

At  Atlantic,  we've  sold  more  jets 
of  all  types  than  anyone  else.  So 
we  know  what  we're  saying  when 
we  say  Westwind  is  betterequipped 
than  any  standard  aircraft  you  can 
buy.  We  include  the  Collins  FD  109 
H  Flight  Director  and  AP  105 
Autopilot.  The  rest  of  the  avionics 
are  Collins,  too.  The  Radar  and 
DME  are  from  RCA.  The  de-ice 
system  is  from  Goodrich.  Our  self- 
contained  APU  for  air  condition- 
ing in  summer  and  warmth  in 
winter  is  the  Saphir  III.  Please 
note,  all  of  this  equipment  is  stan- 
dard. All  of  it  is  the  kind  you'd  spe- 
cify if  we  didn't.  We  include  war- 
ranties and  crew  training  by  Flight 
Safety  in  our  package,  too.  The 
price...  $1,050,000  complete. 


Call  UsToday. 

See  how  much  business  jet  you  can 
buy  for  a  million.  Call  or  write  for 
the  facts  today:  Bob  Rada,  1123 
Westwind  Jet  Group,  Atlantic 
Aviation,  Wilmington,  Del.  (800) 
441-9480.  (In  Canada,  call  Stewart 
Irvine  (514)  636-4155.)  Ask  for  a 
productive  demonstration  that 
proves  you  don't  have  to  sacrifice 
comfort,  performance  or 
equipment  when  you  buy  an  eco- 
nomical jet. 


Pullman  Pulls  Ahead 


For  years  Pullman  Inc.  was  heavy  on  promise,  light  on  performance. 
But  look  what  it  has  going  for  it  now:  the  grain  boom;  the  energy  crisis,- 
and  the  detente  between  the  U.S.  and  the  Communist  powers. 


A  FEW  YEARS  AGO  they  would  have 
laughed  at  you  out  at  Eberlin's,  the 
famous  Wall  Street  eating  and  drink- 
ing spot,  if  you  suggested  that  Pull- 
man Inc.  could  ever  be  a  growth  com- 
pany. But  that's  the  way  Samuel  B. 
Casey  Jr.,  Pullman's  president,  is  talk- 
ing now,  and  nobody's  laughing.  Pull- 
man (sec  picture)  was  the  only  Ameri- 
can common  stock  that  hit  a  new  high 
on  the  Big  Board  in  the  week  of  June 
22,  vs.  615  new  lows. 

"I  think  Pullman  has  become  a 
growth  stock,"  is  the  way  Casey  puts 
it.  "Maybe  earnings  won't  grow  30% 
a  year— we  are  still  subject  to  cycles 
in  capital  spending— but  I  think  we've 
entered  the  growth  category." 

Pullman  had  a  rather  difficult  time 
of  it  in  the  late  Sixties.  Its  peak-year 
earnings  were  $5.72  a  share  in  1966, 
but  in  1970  and  1971  earnings  dropped 
below  $3  and  last  year  were  back 
only  to  $3.72.  The  trouble  was  that 
the  company  just  couldn't  get  all  of 
its  varied  businesses  pulling  together. 
But  this  year  the  company  should 
have  no  trouble  doing  $5,  and  1974 
could  be  better  yet.  Says  Casey,  "We're 
hitting  on  all  cylinders  at  last." 

Casey,  now  45,  took  over  at  Pull- 
man in  1970.  An  engineer  by  educa- 
tion and  son  of  a  wealthy  Pittsburgh 
contractor,  he  has  shown  that  he 
knew  how  to  get  tough  if  need  be  in 
dealing  with  Pullman's  problems. 

Two  years  ago,  for  example,  the 
General  Electric  Co.  won  the  contract 
to  build  rapid-transit  cars  for  the 
Philadelphia  area,  a  contract  that 
Casey  wanted  for  the  big,  but  then 
nearly  empty,  Pullman  Works  plant  at 
Chicago,  where  the  overhead  runs  to 
20  cents  a  share.  Casey  filed  suit 
against  the  U.S.  Secretary  of  Trans- 
portation, the  Southeastern  Pennsyl- 
vania Transportation  Authority  and 
the  New  Jersey  Commissioner  of  Trans- 
portation over  the  way  the  bids  were 
handled.  He  didn't  win  the  contract 
back,  but  he  thinks  the  experience 
did  help  Pullman  take  away  from  GE 
last  year  the  $210-million  contract  to 
build  up  to  752  modem  cars  for  the 
New  York  City  subway  system.  "We 
raised  hell  and  we  won  a  lot  more 
friends  than  we  thought  we  would," 
says  Casey. 

But  car-building  is  now  only  part 
of  Pullman.  Its  M.W.  Kellogg  group, 
a  major  builder  of  oil  refineries  and 
fertilizer  plants,  should  benefit  long- 
run  from  the  world's  huge  demand 


for  energy.  Its  current  projects  include 
three  urea  plants  recently  contracted 
for  with  the  Red  Chinese.  Pullman's 
Swindell-Dressier  division  opened  the 
first  solid  door  to  U.S. -Soviet  trade 
last  year  with  a  $10-million  contract 
to  design  and  build  the  foundry  for 
the  Russians'  Kama  River  tnick  plant. 

What  Pullman  must  do  to  live  up 
to  Casey's  high  expectations  is  to 
make  hay  out  of  some  promising  be- 
ginnings. The  payoflF  on  the  Kama 
River  foundry  will  come  only  if  Pull- 
man can  win  contracts  for  foundry 
equipment.  So  far,  it  has  orders  only 
for  $40  million  of  the  $400  million 
in  U.S. -made  equipment  that  the 
Russians  say  they  want.  And  Russian 
managers  have  begun  to  blame 
Swindell-Dressier  because  foundry 
construction  is  now  nearly  five  months 
behind  schedule. 

Casey  isn't  about  to  start  any  new 
arguments  with  his  Russian  custom- 
ers. The  plant  delay,  he  says,  is  a 
compound  of  having  to  translate  plans 
and  the  fact  that  it  is  a  pioneering 
efi^ort.  "We  found  we  had  to  design 
6,000  pieces  of  equipment,  down  to 
the  smallest  fastener,  for  the  foundry," 
says  Casey.  "We're  having  to  custom- 
make  everything." 

Kellogg's  hope  for  a  flood  of  new 
refinery  contracts  is  as  yet  unrealized. 
Until  oil  import  policies  are  clarified, 
the  oil  companies  seem  hesitant  to 
add  significant  capacity.  But  the  po- 
tential would  appear  to  be  large. 
And  Kellogg  International,  in  the 
doldrums  last  year,  recently  won  a 
$35-million  order  from  the  Middle 
Eastern  nation  of  Abu  Dhabi  for  a 
refinery  complex.  Still,  Kellogg  and 
Swindell-Dressier  made  less  than  $2 
million  after  taxes  last  year  on  reve- 


nues of  over  $300  million.  And  their 
profits  may  be  even  narrower  this  year 
as*^  they  tool  up  for  what  Casey  sees 
as  a  really  rosy  1974. 

Remaining  central  in  Pullman's 
profit  picture  is  its  traditional  busi- 
ness of  building  freight  cars,  about 
22%  of  revenues.  The  Pullman  way 
has  been  to  remain  tooled  up  even 
though  orders  were  slack.  Casey 
changed  some  of  that  by  closing  one 
rail  car  plant.  But  the  other  two,  at 
Butler,  Pa.  and  Bessemer,  Ala.,  must 
hit  around  40%  of  capacity,  or  10,000 
units  a  year,  for  the  division  to  break 
even.  This  year,  for  the  first  time 
since  1970,  Casey  is  way  above  the 
break-even  point:  Pullman  expects  to 
deliver  16,000  cars  this  year,  many 
of  them  grain  cars,  which  are  in 
great  scarcity  now.  How  long  the 
good  times  last  depends  on  the  econ- 
omy and  whether  Congress  passes 
some  kind  of  rafl-aid  legislation,  which 
could  pour  $2  billion  into  rail-car 
purchases.  Right  now,  the  indications 
are  good.  "I  think  we  may  see  a  ten- 
year  upcycle  this  time,"  says  Casey. 

To  help  cushion  downcycles  when 
they  come,  Casey  is  still  relying  on 
the  Trailmobile  group  of  companies. 
"Truck  trailers  are  not  nearly  as  cycli- 
cal as  freight  cars,"  he  says,  "so  this  is 
a  really  important  growth  area."  Last 
year  the  group  had  record  earnings 
and  contributed  some  33%  of  revenues. 

Can  Casey  meet  his  rosy  projec- 
tions? He's  so  certain  of  it  that  when 
he  took  the  top  job  in  1970,  he 
wrote  out  a  resignation  dated  Dec.  1, 
1980.  At  that  date,  Sam  Casey  will 
be  only  53,  far  from  retirement  age, 
leaving  no  doubt  now  that  he  expects 
to  depart  under  his  own  steam  and 
with  his  company  riding  high.   ■ 


BARRON'S 


New  1973  Highs  &  Lows 


Week  Ended  June  22.  1973 

New  York  Stock  Exchange: (Ncw  High"*  (4)) 
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There's  a  great  new 
way  To  get  to  Hawaii. 


Soutliern  Railway  can  nowtal<esliipments 
from  30  different  cities  all  the  way  to  Hawaii. 
Because  we've  joined  with  Matson  Lines  for  a 
new  i  ntermodal  service  via  the  West  Coast. 

It's  one  more  example  of  Southern's  inno- 
vation at  work. 

And  one  more  way  to  save  money 

Because  it  makes  use  of  the  interchange 


of  40-foot,  compatible  containers,  this  is  the 
perfect  way  to  ship  things  like  carpeting,  ap- 
pliances and  furniture.  And  they  all  go  door- 
to-door  in  rugged,  sealed  containers. 

So  for  products  going  on  a  trip  to  or  from 
Hawaii,  we've  got  just  the  ticket.  It's  another 
way  to  squeeze  waste  out  of  distribution. 

Southern  Railway  System,  Washington,  D.C. 


THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


Central  Soya  protein 

helps  make 

great  burgers  better. 


how? 


By  holding  in  the  natural  meat  juices,  for  nnore  flavor  and  less 
shrinkage  during  cooking. 

That's  pretty  important  to  food  chains  who  base  their  business 
on  selling  better  burgers. 

Our  soy  proteins  have  long  been  used  in  a  wide  variety  of 
prepared  foods.  Now,  some  supermarkets  are  stocking  them  for 
home  use,  too. 

But  producing  soy  proteins  to  help  make  burgers  better  is  just 
one  of  the  many  growth  markets  we  serve.  We're  one  of  the  world's 
leading  manufacturers  of  poultry  and  livestock  feeds.  We're  also 
marketing  a  wide  variety  of  institutional  frozen  foods,  margarine, 
mayonnaise  and  other  salad  products. 

Our  sales  this  year  will  exceed  one  billion  dollars. 

If  you'd  like  to  know  more  about  the  ways  we're  growing, 
write  for  a  copy  of  our  latest  annual  report . . .  and  watch  for  those 
better  burgers  in  your  neighborhood!  

CENTRAL  SOYA 

Fort  Wayne,  Indiana  46802 


A  Chat  with  Manny  Cohen 


The  ex-SEC  chairman  doesn't  shed  many  tears  over  Wall  Street's 
plight.  They  brought  it  on  themselves,  he  says. 


Manuel  F.  Cohen  is  not  the  gloating 
type,  but  he  can't  help  feeling  a  little 
wry  amusement  over  Wall  Street's  cur- 
rent predicament.  The  Street  fought 
him  all  the  way  in  his  eflForts  to 
change  the  status  quo.  "I  was  their 
No.  One  guy  to  get  rid  of  when  the 
Nixon  Administration  came  to  pow- 
er," he  recalls. 

Now,  while  status  quo  burns,  the 
former  (1964-69)  Securities  &  Ex- 
change Commission  chairman,  at  60, 
is  enjoying  life.  His  law  practice  takes 
him  frequently  to  Europe.  Forbes 
caught  him  at  Washington's  plush  In- 
ternational Club,  where  he  belongs  as 
befits  a  highly  paid  member  of  the 
Washington  law  firm  of  Wilmer,  Cut- 
ler &  Pickering.  Instead  of  fighting 
Wall  Street  now,  Manny  Cohen  fre- 
quently defends  it;  several  brokers  are 
among  his  clients.  But  changing  sides 
hasn't  changed  Manny  Cohen's  views. 
He  still  regards  The  Street  as  both 
shortsighted  and  outdated. 

"What  has  happened  since  my  de- 
parture," Cohen  says,  metaphorically 
surveying  the  ruins  he  sees  all  about 
him,  "shows  they  were  dead  wrong." 
By  going  easy  on  The 
Street  during  Nixon's  first 
term,  Cohen  believes,  the 
Administration  left  the 
brokers  badly  prepared 
for  the  slump  in  prices  and 
in  volume  that  has  since 
occurred. 

"Ha!  I  was  the  police- 
man on  the  block,  and 
he's  seldom  appreciated. 
Wall  Streeters  won't  al- 
ways admit  it,  even  now, 
but  they  did  better  un- 
der enlightened  regula- 
tion. The  houses  made  a 
profit.  But  now  they  have 
a  depression,  while  the 
economy  booms.  There's 
going  to  have  to  be  a 
shake-out  on  The  Street, 
a  lot  of  changes  made. 

"You  see,  the  securities 
business  never  really  was 
an  industry  with  tradi- 
tions you  could  identify. 
The  brokers  originally 
were  bond  salesmen  who 
knew  how  to  make  a  pitch, 
and  they  had  Aunt  Nell 
holding  the  purse  strings 
and  providing  the  capital 
in  the  back  office.  They 
thought  they  could  advise 
big  companies  on  how  to 
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handle  complex  business,  but  they 
never  learned  much  about  handling 
their  own. 

"They  bitterly  resented,  however, 
any  intrusion  in  their  affairs.  So  they 
weren't  prepared  for  the  kind  of 
growth  that  brought  changes  in  the 
market  and  the  regulation  of  their 
business.  Now  they  don't  want  to  get 
rid  of  their  specialists  and  their  floor 
traders.  But  they're  outmoded." 

Cohen  complains  that  The  Street's 
old  guard  fought  him  every  inch.  "It 
was  a  game— really.  We  would  go  back 
and  forth,  back  and  forth.  I'd  propose 
a  plan,  and  they'd  come  back  and  say, 
perhaps  we  can  do  this  much.  And 
I'd  say,  how  about  this?  But  I  knew 
just  about  how  far  Wall  Street  would 
go.  Behind  the  game  was  their  gut 
feeling  that  they  shouldn't  ha\-e  to 
move  at  all. 

"Take  the  proposal  on  a  combined 
tape.  What  The  Street  wanted  was  to 
have  a  combined  tape  of  their  own 
and  that  would  be  it.  Everybody  else 
would  go  their  own  way  or  would  go 
out  of  business.  Wall  Street  wouldn't 
have  to  move  an  inch." 


Lawyer  Cohen 
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In  the  end,  Cohen  believes.  Wall 
Street  will  have  to  accept  most  of 
what  he  wanted,  but  a  good  many  of 
his  antagonists  won't  be  around. 

"They  will  have  to  accept  negotiat- 
ed commissions  across  the  board. 
That's  the  only  way  you  can  open  up 
the  stock  market  to  the  individual  in- 
vestor again.  The  influence  of  the  in- 
stitiftions  is  going  to  grow.  There  is 
no  way  you  can  stop  that.  But  the 
individual  has  stayed  out  because  he 
doesn't  feel  The  Street  has  leveled 
with  him  fully. 

"Now  the  houses  complain  that 
they  can't  make  enough  with  nego- 
tiated commissions.  Hell,  I  hear  on 
the  radio  as  I'm  driving  home  that  a 
12-million-share  day  is  a  bad  day.  I 
can  remember  when  a  4-million-share 
day  was  just  dandy. 

"They  just  haven't  been  able  to 
handle  their  costs.  There  will  be  a  lot 
of  bodies  on  The  Street,  perhaps  be- 
fore the  end  of  the  year." 

Who  will  survive?  Forbes  asked. 
"The  electronics  thing  is  a  key,  and 
you  see  movement,  like  Walston  &  Co. 
being  eager  to  accept  H.  Ross  Perot's 
offer,  because  of  the  importance  of 
electronics  in  their  cost  equation.  Be- 
cause of  the  pressures,  we  will  end 
up    with    some    very    big    brokerage 
firms.  But  I  think  there  also  will  be  a 
constellation  of  small  firms,  a  second 
rung.  They  will  be  very  efficient,  very 
modern    in    their    opera- 
tions.  There  will  be  these 
two  tiers  and  the  rest  won't 
be  around.  Perhaps  I  over- 
state my  fears,  but  I  don't 
think  so." 

Cohen  also  recalls  the 
mutual  funds'  bitter  resist- 
ance to  his  efforts  to  re- 
duce sales  charges.  Co- 
hen believed  that  high 
sales  charges  led  to  selling 
of  funds— to  putting  them 
in  hands  where  they  didn't 
belong.  The  two-year-long 
redemptions  wave  seems 
to  vindicate  Cohen— as 
does  the  current  success 
of  the  no-load  funds, 
which  are  gaining  share- 
holders while  the  regular 
funds  arc  losing  them. 

Inevitably,  the  conver- 
sation turned  to  Watergate 
and  to  the  allegations  of 
White  House  pressure  on 
the  SEC  on  behalf  of  Nix- 
on backers.  "The  Water- 
gate affair,"  Cohen  said, 
"represents  a  raw  grab  for 
power."  He  insists  that  it 
is  not  at  all  the  way 
tilings  were  always  done 
in  Washington. 

"Those     pressiires     and 
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ONEOFTHE 

BEST  THINGS  ABOUT  AN 

INDUSTRIAL  INDEMNITY  AGENT: 

OESN'T 
HAVE  TO  SELL  YOU 
INDUSTRIAL  INDEMNITY 
INSURANCE. 


There  are  two  kinds  off  insurance  agents. 

Those  who  work  for  only  one  company 
and  independent  agents  who  represent  many 
companies. 

Industrial  Indemnity  is  a  major  Crum  & 
Forster  insurance  company.  And  like  all  of 
Crum  &  Forster's  6,300  producers,  the  2,200 
agents  and  brokers  who  represent  Industrial 
Indemnity  are  independent.  They  handle  our 
workmen's  compensation,  property  and 
casualty  insurance,  and  other  companies' 
insurance  as  well.  So  when  they  make  a  recom- 
mendation, they  have  no  obligation  to  suggest 
our  insurance.  Or  anybody  else's. 

This  independence  obviously  frees  the  agent 
to  give  you  the  kind  of  objective  advice  you 
already  expect  from  an  accountant  or  a  lawyer. 

If  one  of  our  agents  examines  your  situation 
and  then  recommends  one  of  our  competitors' 
policies,  he's  simply  doing  the  job  you  and  we 
want  him  to  do.  You  get  the  right  coverage 
at  the  fight  price.  When  you're  satisfied, 
he  knows  you'll  continue  to  do  business  with 
him.  And  we're  motivated  constantly  to 
improve  our  coverage  and  service. 

So  far,  the  Crum  &  Forster  companies  have 
done  extremely  well  amid  this  unusually 
Intense  competition.  COT  provides  personal 
and  business  insurance  that  ranges  from 
homeowners,  auto,  boat  and  marine,  to  work- 
men's compensation  policies.  And  in  a  field 
of  over  2,700  property  and  casualty  groups, 
Crum  &  Forster  is  number  16.  COT's  total 


premium  volume  is  $666.8  million,  its  net 
worth  is  $432.4  million,  and  assets  are  over 
$1.4  billion. 

For  over  75  years,  the  Crum  &  Forster 
Insurance  Companies  have  been  writing  insur- 
ance only  through  independent  agents.  And 
while  everything  in  this  experience  has  proven 
the  value  to  you  of  using  them,  it's  just  as 
important  for  you  to  get  the  right  one. 

There  are  over  300,000  independent 
insurance  agents  in  the  country.  But,  as 
we  said,  only  2,200  of  them  have  been 
appointed  to  handle  Industrial  Indemnity. 
All  of  our  agents  and  brokers  are  insurance 
professionals  who  have  established  their 
personal  and  professional  reputations  in  their 
communities. 

Call  800-447-4700  toll-free  anytime. 
We'll  be  glad  to  give  you  the  names  of  the 
Industrial  Indemnity  agents  near  you.  Each 
of  them  would  be  happy  to  sit  down  with 
you  and  appraise  your  insurance  situation  and 
to  then  give  you  his  expert,  objective  opinion— 
without  any  obligation  to  you.  Or  to  us. 

We're  glad  to  recommend  him.  Even 
though  he  may  not  always  recommend  us. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMPANIES 

THE  POUCY  MAKERS. 


Jock  itch  (or  chafing,  rash,  itching,  sweating) 

shouldn't  be  treated  lightly. 


If  your  groin,  thighs, 
or  buttocks  suffer  from 
redness,  rash,  chafing, 
soreness,  excessive 
perspiration,  or  Jock  Itch 
(Tinea  cruris),  then  you 
need  medicated  Cruex®. 

Cruex  provides  fast 
relief.  It  soothes  itchy, 
inflamed  skin.  Absorbs 
perspiration.  Helps 
cushion  against  further 
irritation.  And,  because 
it's  medicated,  Cruex  is 
strong  enough  to  help 
prevent  the  fungous 
infection  that  can  develop 
when  these  annoying 
symptoms  are  improperly 
treated. 


'^roieun 
Je«v 


Since  Cruex  is  a  spray-" 
on  powder,  it  penetrates 
into  hard-to-get-at  places 
so  you  avoid  the  sting  and 
burning  of  rubbing, 
dabbing,  or  smearing  on 
ointments,  creams,  or 
powders. 

Get  relief— fast.  Avoid 
embarrassing  itch,  too. 
With  Cruex.  Soothing, 
cooling  Cruex. 


Cruex. Guaranteed  to  work  or  your  money  back. 

Q 1973  Phar.macraft  Consumer  Products 


A  PRODUCT  OF  ■  nimHJ  CORPORATlOM 


How  Austin 

constilting  services 

helped 

Ohio  National  Bank 

of  Coltunbus  consolidate 

service  facilities. 

Banking  functions  were  spread  over  four  locations  which 
hampered  inter-bank  work  flow  and  provided  poor 
environmental  and  security  control.  A  comprehensive  facilities 
analysis  by  Austin  evaluated  the  consolidation  of  all  operations 
in  a  central  complex  vs.the  advantages  of  a  remote  operations 
center.  The  details  of  how  the  relative  advantages  of  each 
location  were  weighed  could  be  important  to  you. 

Write,  on  your  letterhead,  please,  for  case  study  No.  62F. 

The  Austin  Company,  Consulting  Services, Cleveland,  Ohio  44121. 

Zr\  THE  AUSTIN  COMPANY 

■  =^2ii  Consultants  •  Designers  •  Enjineers  •  Builders 


the  requests  for  influence  are  vastly 
overrated.  They  are  unusual.  That's 
why  people  are  so  interested  in  the 
Watergate.  Sure,  there  are  people  who 
make  their  living  lobbying  around  this 
town.  But  congressmen  and  Adminis- 
tration members  knew  that  if  they 
called  to  twist  my  arm  they  were  real- 
ly taking  a  chance.  That  usually 
ruined  their  case. 
*"What  seems  new  now  is  inter- 
agency pressure,  like  that  apparently 
exerted  to  get  the  ITT  files  moved 
from  the  SEC  offices  over  to  the  Jus- 
tice Department.  That's  strange.  I  nev- 
er would  have  permitted  it." 

Cohen  recently  wrote  an  article 
that  appeared  in  the  International 
Journal  of  Georgetown  University  Law 
Center.  In  it  he  argued  for  the  de- 
velopment of  an  international  securi- 
ties market.  For  him,  this  interest  rep- 
resents a  return  to  an  earlier  ambition: 
When  he  was  a  student  Cohen  wanted 
to  become  an  economist  and  concen- 
trate on  global  problems.  Lacking  the 
money,  he  settled  for  law  school  in 
his  native  Brooklyn  and  an  eventual 
government  job.  But  now  he  feels  he 
can  make  a  contribution  by  helping 
make  securities  markets  international. 

"You  know,  if  Wall  Street  gets  its 
centralized  tape,  and  the  Common 
Market— with  Britain  in— ties  its  securi- 
ties markets  together,  it  shouldn't  be 
hard  to  put  the  two  together. 

"Such  a  market  could  be  tied  to- 
gether by  satellites  and  operate  24 
hours  a  day.  It  could  run  electronical- 
ly, by  converting  stock  certificates  into 
electronic  impulses  that  can  be  stored 
in  a  computer  memory  bank.  Issuers 
of  securities  could  tap  the  world,  not 
just  their  own  domestic  markets." 

Brighter  Future? 

While  he  was  in  a  reflective  mood, 
we  asked  Cohen  what  he  thought 
about  the  present  stock  market  situa- 
tion. Was  a  disaster  ahead,  what  with 
the  individual  investor  out  of  the  mar- 
ket, the  dollar  in  trouble  and  the  in- 
vestment business  flat  on  its  back? 

No,  Cohen  did  not  think  a  disaster 
loomed,  but  he  wondered  whether  the 
Wall  Street  community  itself  could 
adapt  to  the  necessary  changes.  "There 
will  be  a  lot  of  trauma  there,"  he  said. 

In  the  end  Cohen  thinks  the  pub- 
lic will  come  back  to  stocks.  "Despite 
the  iTistitutionalization,  there  are  a  lot 
of  people  around  who  want  to  invest 
in  stocks.  People  are  going  to  need 
the  services  of  smaller  institutions, 
and  I  think  there  will  be  some  smaller 
firms  there  to  provide  them." 

That  was  a  cheering  point  of  view, 
Forbes  remarked.  Cohen  replied: 

"Based  on  past  experience,  I  ought 
to  be  a  pessimist,  but  I  am  a  peren- 
nial optimist."  ■ 
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Mostpeople 
need  more  than  the 
mer^  useful. 

Textron's  Divisions  make 
and  market  many  useful 
products  all  the  way  from  aircraft 
components  to  zippers. 

But  we're  also  responding  to' 
some  other  inherent  traits  in  human 
nature.  Such  as  pride  of  possession. 
Appreciation  of  quality.  And  the  desire  to  do  things  distinctively. 
By  making  products  like  Gorham  silver,  Speidel  watchbands,  and  the 
fine  pens  and  papers  of  Sheaf fer  and  Eaton.  Things  that  give  an  added 
dimension  to  everyday  living. 

This  market  of  "the  added  dimension"  is  one  we've  emphasized 
at  Textron.  For  instance,  we've  supported  Gorham's  introduction  of 
fine  crystal  and  chinaware  as  natural  complements  to  silver. 

You  might  say  Textron's  own  added  dimension  is  our  ability  to 
assist  each  of  our  more  than  30  Divisions  in  financial  management  and 
forward  planning.  But  each  is  then  allowed  to  do  what  it  does  best  in  a 
variety  of  markets— consumer,  aerospace,  industrial  and  metal 
product.  We're  also  in  creative  capital  investment  through  American 
Research  and  Development. 

fextron. 

The  added  dimension 


Textron,  Providence,  Rhode  Island  02903 


Safety  Plus  7.5% 


Many  institutional  investors  have  found 

that  Ginnie  Mae  certificates  are  a  very  good  thing. 

So  have  a  dozen  Wall  Street  houses. 


Would  you  like  to  earn  7.5%  or  more 
on  a  U.S.  Government-guaranteed  se- 
curity? You  can,  provided  you  are 
willing  to  put  in  at  least  $25,000  and 
put  up  with  certain  peculiarities. 

The  security  is  technically  known 
as  a  Government  National  Mortgage 
Association  pass-through  certificate, 
more  commonly  called  a  mortgage- 
backed  security.  A  Ginnie  Mae  MBS 
represents  part  ownership  in  a  group 
of  pooled  FHA/VA  mortgages,  the 
pool  guaranteed  by  the  Government 
National  Mortgage  Association. 

Unlike  a  mortgage  itself,  the  cer- 
tificates are  negotiable  in  a  highly 
lifiuid  market  where  the  spreads  are 
thin  and  the  risk  is  limited  to  changes 
in  interest  rates.  The  certificates  can 
be  traded  like  stocks  or  bonds. 

Wall  Street  loves  these  Ginnie  Mae 
MBSs.  The  dozen  or  so  houses  under- 
writing them  have  found  them  to  be 
good  revenue  producers  in  these  lean 
times.  Since  early  1970,  when  the  first 
Ginnie  Mae  certificates  appeared,  in- 
vestors have  absorbed  about  $7.5  bil- 
lion in  new  issues.  This  year's  volume 
in  new  and  secondary  MBSs  should 
hit  $6  billion.  Resales  are  now  run- 
ning $100  million  a  week.  The  typical 
trading  spread  for  both  original  sales 
and  resales  runs  between  one-fourth 
of  1%  and  one-half  of  1%.  At  this  rate, 
the  Ginnie  Mae  MBSs  probably  will 
produce  around  $30  million  in  badly 
needed  revenues  this  year  for  firms 
like  Merrill  Lynch,  First  Boston,  Salo- 


mon Bros,  and  Bache.  First  Boston's 
William  Bartlett  even  calls  them  "the 
most  important  development  in  the 
securities  markets  in  decades." 

GNMA  pass-through  certificates 
were  devised  by  Woodard  Kingman, 
now  president  of  GNMA,  as  a  way 
of  channeling  private  money  into  the 
homebuilding  field.  GNMA  was 
started  in  1968  to  supplement  the 
work  of  the  Federal  National  Mort- 
gage Association.  One  of  GNMA's 
jobs  was  to  assist  in  the  financing  of 
residential  housing  when,  for  one  rea- 
son or  another,  regular  financing 
wasn't  sufficient  to  meet  the  demand. 

GNMA  MBSs  work  like  this:  A 
mortgage  banker  puts  together  a  pack- 
age of  government-insured  individual 
mortgages  on  single-family  homes, 
apartments,  mobile  homes.  The  mort- 
gages already  carry  guarantees  from 
agencies  like  the  Federal  Housing 
Administration  or  the  Veterans  Ad- 
ministration, but  Ginnie  Mae  also 
guarantees  against  payment  delay  of 
either  interest  or  principal  in  event 
of  default. 

Of  course,  a  Ginnie  Mae  mortgage- 
backed  security  is  not  quite  like  a 
bond.  Most  bonds  come  due  on  a  giv- 
en day.  By  contrast,  a  mortgage- 
backed  pass-through  certificate  regu- 
larly pays  out  a  fixed  monthly  total  of 
both  interest  and  principal— with  in- 
terest payments  running  highest  in 
the  early  years  and  amortization  lim- 
ning higher  in  the  later  years.   The 


Opportunity.  Now  the  small  investor  too  can  invest  in  Government-guaranteed 
home  mortgages.  Bache  &  Co.  has  a  fund  called  Bache-Huntoon  Paige  and 
Merrill  Lynch  has  begun  another,  ML  Government  Guaranteed  Securities  Trust. 


security  simply  reflects  the  self-liqui- 
dating character  of  the  typical  home 
mortgage.  These  are  25-year  or  30- 
year  single-family  VA  or  FHA  mort- 
gages, pooled  so  that  the  average  life 
is  between  12  and  14  years.  The  rea- 
son: prepayments  and  refinancing  of 
individual  mortgages.  The  life  of  a 
certificate  is,  then,  based  on  past  ex- 
perience, about  half  of  the  outstand- 
ing«stated  maturity. 

In  the  early  days  of  GNMA  the 
savings  &  loans  were  the  big  buyers, 
because  they  were  loaded  with  cash. 
But  as  the  housing  boom  picked  up, 
the  S&Ls  bowed  out.  Pension  funds, 
banks,  insurance  companies,  credit 
unions  and  investment  advisoiy  firms 
have  taken  up  the  slack. 

"It  took  quite  a  bit  of  selling,"  ex- 
plains Rodger  Shay,  head  of  Merrill 
Lynch's  GNMA  operation.  "These 
new  buyers  weren't  used  to  the  regu- 
lar payback  of  principal  instead  of  a 
fixed  maturity  date.  But  we  are  gain- 
ing converts  every  day."  The  lure: 
marketability,  high  yields,  low  risk. 

The  GNMA  certificates  don't  nec- 
essarily suit  the  biggest  investing  in- 
stitutions. Leon  Brown,  who  heads 
the  mortgage  division  of  the  giant 
New  York  State  Retirement  System, 
says  he  can  get  a  full  percentage 
point  more  in  conventional  mort- 
gages. But  this  giant  fund  is  big 
enough  to  have  its  own  mortgage  de- 
partment. Smaller  funds  do  not  nec- 
essarily have  this  advantage.  For 
them  the  high  yield-cu;?i-guarantee, 
plus  the  convenient  packaging,  make 
the  GNMA  certificates  a  highly  de- 
sirable security. 

So  attractive  are  these  mortgage- 
backed  certificates  that  the  Govern- 
ment is  taking  other  steps  to  make 
mortgages  more  liquid.  The  Federal 
Home  Loan  Bank  Board— which  regu- 
lates the  S&Ls— has  set  up  the  Fed- 
eral Home  Loan  Mortgage  Corp.  This 
corporation  will  buy  federally  backed 
government  as  well  as  conventional 
mortgages  only  from  S&Ls  and  pack- 
age them  into  FHLMC-guarantced 
pools. 

Last  May  GNMA  auctioned  $414 
million  of  FHA-insured  mortgages, 
most  of  which  were  sold  as  GNMA 
MBSs  in  short  order.  "As  far  as  I 
know,"  says  First  Boston's  Bill  Bart- 
lett, "it  is  the  largest  competitive  sale 
in  the  history  of  Wall  Street." 

At  the  rate  the  market  in  mort- 
gages is  growing,  it  may  nm  as  high 
as  $40  billion  a  year  in  new  sales  and 
resales  by  the  end  of  ihc  decade.  If 
Wall  Street  lasts  that  long,  it  can  look 
forward  to  maybe  $125  million  a  year 
in  fresh  revenues  from  this  new  type 
of  investing— and  therefore  common 
stocks  will  have  another  attractive 
competitor.  ■ 
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The  Numbers  Game 


NCR's  New  Math 


arT™* 


A  company's  business  slumps.  Its  earnings  dive.  Suddenly 
it  is  making  accounting  changes— the  kind  designed  to 
boost  earnings.  That's  the  little  whammy.  The  big  wham- 
my  is  when  that  isn't  enough:  The  company  must  also  take 
a  big  write-off.  A  "big  bath"  that  writes  down  assets  so 
drastically  it  paves  the  way  for  a  quick  earnings  rebound 
in  the  following  year  or  two. 

When  we  opened  the  latest  annual  report  of  National 
Cash  Register,  the  Dayton-based  computer  company,  it 
looked  like  a  replay  of  this  now-familiar  pattern.  A  couple 
of  major  accounting  changes.  A  strange-looking  new  asset 
on  the  balance  sheet.  And,  of  course,  J:he  big  write-off: 
$135  million  worth  that  threw  1972  earnings  into  the  red 
by  $60  million. 

Was  NCR  taking  the  "big  bath"?  What  was  behind 
NCR's  new  math? 

Something  else  struck  us.  NCR  was  in  the  process  of 
changing  its  top  management.  William  Anderson  had  been 
made  president  in  May  1972  and  this  July  1  replaced 
Chairman  Robert  S.  Oelman  as  chief  executive  officer.  And 
NCR  had  hired  a  new  vice  president  for  finance  during 
1972,  Donald  L.  Mcintosh.  His  background:  Mcintosh 
was  a  former  partner  of  Price  Waterhouse,  NCR's  auditing 
firm.  HeJiad  been  the  partner  in  charge  of  NCR's  audit. 
It  looked  as  though  the  new  CEO,  Anderson,  wanted  to 
wipe  the  slate  clean  and  was  using  his  new  financial  man 
to  wield  the  big  eraser. 

The  annual  report  laid  out  all  the  details.  The  big  write- 
off was  not,  as  we  had  suspected  at  first,  occasioned  by 
any  disaster  in  its  computer  business.  IBM  had  not  claimed 
another  major  victim,  as  it  had  General  Electric  and  RCA 
in  recent  years.  Rather,  NCR  was  writing  down  obsolete 
inventory  in  its  traditional  cash  register  business.  How  had 
that  much  obsolete  inventory  eluded  the  auditors— and 
Mcintosh  in  particular— in  earlier  years?  We  made  a  note 
to  put  that  question  to  NCR's  new  financial  vice  president. 

Moving  on  to  the  footnotes  to  NCR's  financial  state- 
ments, we  found  explanations  of  the  two  accounting 
changes.  In  depreciating  its  plant  and  equipment,  includ- 


ing its  rental  computers,  NCR  had  switched  from  the  sum- 
of-the-years-digits  method  to  the  straight-line  method.  The 
former  is  accelerated  depreciation,  which  takes  a  bigger 
early-years  bite  out  of  earnings.  The  latter  method  takes 
the  same  bite  each  year.  The  effect  in  1972  was  to  reduce 
NCR's  deficit  by  a  couple  of  million  dollars. 

The  other  change  involved  inventory  valuation.  NCR 
had  switched  from  the  last-in,  first-out  method  it  had 
used  for  more  than  two  decades  to  the  first-in,  first-out 
method.  This  meant  a  sharp  break  with  NCR's  once 
ultraconservative  accounting  policies.  It  reduced  the  com- 
pany's 1972  deficit  by  almost  $5  million.  It  also  substan- 
tially increased  retained  earnings. 

But  the  really  intriguing  move  was  that  NCR  had 
capitalized  tax-loss  carryforwards.  It  had  put  its  losses  on 
the  balance  sheet  as  an  asset,  to  the  tune  of  $120  million. 
If  that  strikes  laymen  as  a  very  strange  twist  of  logic,  we 
might  add  that  it  also  strikes  the  Accounting  Principles 
Board,  the  rule-setting  body  of  the  American  Institute  of 
Certified  Public  Accountants,  much  the  same  way.  The 
APB  frowns  on  capitalizing  loss  carryforwards  except 
where  future  prospects  of  taxable  profits  are  assured  be- 
yond a  reasonable  doubt. 

In  NCR's  case,  this  meant  that  the  company  was  pre- 
dicting it  would  have  a  total  of  some  $240  million  of  tax- 
able income  in  the  years  1973  through  1977.  Based  on  the 
past,  this  seemed— except  for  the  disaster  in  1972— a  rea- 
sonable assumption.  But  it  was  an  assumption  nonetheless. 
"We  looked  very  hard  at  that  question,  both  internally  and 
with  our  auditors,"  replied  Mcintosh  when  we  asked  him 
about  it.  "We  came  to  the  conclusion  that  there  is  just  no 
question  whatsoever  but  what  we  will  be  able  to  utilize 
those  loss  carryforwards  in  the  future."  There  had  better 
not  be.  If  NCR  fails  to  generate  enough  earnings,  some  of 
the  tax  credits  will  expire.  That  would  mean  another  write- 
off, this  time  of  the  capitalized  tax  credits. 

Comparability 

Getting  back  to  the  other  major  shifts  in  NCR's  book- 
keeping, Mcintosh  prefened  to  explain  them  on  the 
grounds  of  achieving  greater  comparability  with  the  finan- 
cial statements  of  other  computer  makers.  "In  our  account- 
ing we  used  to  be  like  IBM,"  he  said.  "But  we  don't  get 
compared  with  IBM;  hardly  anyone  does.  We  get  com- 
pared with  Burroughs  mainly.  These  changes  put  us  more 
into  line  with  the  practices  of  the  computer  companies." 

Comparability,  eh?  We  tabled  that  subject  for  a  mo- 
ment and  shifted  to  another.  How  come  the  big  sudden 
write-off  in  NCR's  cash  register  business?  The  annual  re- 
port said  it  was  caused  by  "the  transition  from  mechanical 
products  to  new  electronic  products."  But  as  far  as  we 
knew,  that  technological  change  ha.l  occurred  several 
years  ago.  Why  hadn't  NCR  and  its  auditors  recognized 
the  change  much  earlier  and  made  the  appropriate  write- 
downs of  mechanical  gear  more  gradually— and,  from  the 
stockholders'  viewpoint,  more  gently? 

Mcintosh's  reply  was  to  plead  guilty  to  oversight:  "We 
didn't  recognize  early  enough  that  market  demand  was 
moving  much  more  rapidly  than  anticipated  toward  elec- 
tronics. So  we  were  caught  two  years  behind  the  market." 

We  remembered  the  scornful  remarks  of  Harvard  Busi- 
ness School  professor  John  Shank  on  situations  like  this: 
"You  cheat  the  future  all  along,  kidding  yourself  that 
things  are  going  to  get  better.  Every  year  you  go  on  under- 
providing  for  expenses— and  overstating  profits.  Then  some- 
thing cataclysmic  happens,  perhaps  a  change  in  manage- 
ment, and  you  take  a  bath  and  clean  it  all  up." 
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Confidential 
LOANS 

njSOO  to 
$12,500 

■  The  nationally  recognized  financial 
service  used  regularly  by  over 
20,000  professional,  executive,  and 
technical  men  and  women  like  you. 

■  A  quick  and  extremely 
confidential  source  of  credit  for 
immediate  needs  or  as  a  credit 
line  whenever  you  need  it. 

■  No  collateral ...  no  embarrassing 
investigation.  No  charge  for 
establishing  your  credit  line. 

■  Simple  details  handled  over  the 
phone  or  by  personal  mail  from 
the  privacy  of  your  home  or  office. 

■  THE  quiet  service  for  your 
financial  needs.  Dial  our  private, 
toll  free,  number  800-328-7328  or 

write  Charles  R.  Donner,  Executive 
Loan  Director. 

^TJV  Industrial  Credit 
W[/y  Financial  Services 

241  Hamm  Building, 

Saint  Paul,  Minnesota  55102 

Member:  American  Industrial  Bankers 

Association  since  1937. 


ml 
make227(lrinks. 

Invite  a  friend  over  for  a  tall  cool  one  on 
the  rocks.  Or,  invite  227  friends  over. 
With  this  Scotsman  honne  or  office  ice- 
nnaker,  you  can  store  up  to  670  cubes 
(it  makes  480  per  day).  What's  more, 
these  cubes  are  gourmet  quality:  rounded 
to  prevent  sticking,  diamond  clear  and 
frozen  rock  hard  to  last  longer.  Built-in 
or  free-standing.  Scotsman  could  make 
you  the  social  hit  of  the  year. 


..  t=J(scoTSMnivjJ_^ 


COMMERCIAL  ICE  SYSTEMS  /  HOME  ICE  MAKERS 

42306  Front  Street  Albert  Lea,  Minn.  56007 

Send  me  details  on  Scotsman's  home  or  office 
ice-maker. 

Name_____ 


Address. 
City 


State. 


Zip. 


The  Numbers  Game 


Shank  was  saying  that  this  is  a  kind 
of  easy  way  out.  You  prolong  the 
pleasure  of  favorable  earnings  as  long 
as  you  can,  then  you  take  your  medi- 
cine in  one  fierce  gulp,  then  resume 
(or  your  successor  resumes)  the  pleas- 
urable feeling  of  solid  earnings.  This 
kind  of  action  is  convenient  for  irian- 
agements,  but  it  is  pretty  rough  on 
the  stockholders.  Many  are  tempted 
to  stick  with  their  stock,  unaware 
that  all  is  not  well.  Then,  horrified  by 
the  write-off,  they  sell— frequently  at 
the  bottom.  Then  somebody  else  can 
come  in,  pick  the  stock  up  cheap  and 
ride  it  up  with  earnings. 

There  is  a  strong  suspicion  in  these 
suspicious  days  that  sometimes  man- 
agements overdo  even  this  good  thing. 
When  the  write-off  comes,  they  figure, 
hell,  why  not  make  the  write-off  even 
worse  than  it  has  to  be,  why  not 
build  in  a  cushion  to  make  the  com- 
ing turnaround  even  more  dramatic? 

You  couldn't  blame  NCR's  current 
management  for  the  needed  write- 
offs. The  more  important  questions 
were:  1)  Were  the  write-offs  appro- 
priate? or  2)  Had  they  been  overstat- 
ed in  such  a  way  as  to  guarantee 
NCR  a  profit  in  the  future? 

The  latter  situation  sometimes  oc- 
curs in  these  big  baths.  To  over- 
simplify, it  works  like  this:  You  have 
10,000  widgets  in  your  warehouse. 
They  are  carried  at  $10  each,  a  total 
of  $100,000.  But  you  realize  you  can 
sell  them  only  for  $6.  So  if  you  want 
to  make  yourself  look  good  in  the 
future,  you  do  this:  You  write  them 
down  to  $3  instead  of  to  $6.  Then, 
when  you  sell  them  for  $6  you  report 
the  difference  as  a  profit.  Your  write- 
off is  greater  that  way— but  that's 
the  old  management's  fault. 

What  about  it?  we  asked  Mcintosh. 
Had  NCR  overprovided  in  taking  its 
big  1972  write-off?  No,  he  replied 
quickly.  The  amount  of  the  write-off 
was  appropriate-neither  too  much  nor 
too  little.  Mcintosh  said  that  NCR 
had,  in  the  write-off,  "fully  provided 
for  every  potential  problem"  but  that 
"there  won't  be  a  nickel  of  income 
this  year  that  results  because  we 
overprovided  anything  in  1972." 
Frankly,  we  believed  McInto.sh.  Both 
he  and  NCR  have  far  too  much  at 
stake  to  ri.sk  another,  ftiture  .shock 
to  public  confidence  in  the  company. 

So,  there  appeared  to  be  nothing 
underhanded  or  misleading  about 
these  accounting  changes.  NCR  is 
saying  (if  the  reader  will  pardon  the 
mixed  metaphor) :  Let  the  dead  bury 
their  dead;  it's  a  new  ball  game  now. 
From  jiow  on,  if  investors  or  bankers 


want  to  know  how  we  are  doing,  they 
can  stack  us  up  against  Burroughs 
and  other  competitors;  we're  com- 
parable now. 

Interestingly,  the  way  NCR  has 
booked  its  tax  credit  insures  that  any 
i  earnings  it  reports  from  here  on  will  be 
fully  taxed  earnings— again  making  it 
comparable  to  Burroughs  and  others. 
What  NCR  will  be  doing  is  charging 
taxes  against  earnings- even  if  no  tax 
is  due  because  of  the  credit— and  then 
using  that  charge  to  reduce  the  capi- 
talized tax  credit.  This  should  help 
NCR's  credibility,  because  it  is  a 
well-known  fact  that  Wall  Street  tends 
to  discount  tax-free  earnings,  know- 
ing they  can't  last.  At  the  same  time, 
it  creates  a  cash  flow  that  can  be 
utilized  for  any  corporate  puipose. 

Good  Name  Needed 

NCR  will  badly  need  every  ounce 
of  credibility  it  can  get.  To  remain 
viable  in  the  computer  business,  NCR 
figures  it  needs  at  least  4%  or  5%  of 
the  market.  It  currently  has  only  about 
2%.  With  the  total  market  growing  at 
about  14%  annually,  NCR  itself  must 
grow  at  about  35%  a  year  to  reach  a 
5%  market  share  in  five  years. 

Among  other  things,  that  kind  of 
growth  will  require  a  great  deal  of 
cash— far  more  than  NCR  has  or  is 
capable  of  generating  internally  from 
its  own  earnings.  Mcintosh  had  told 
us  that  NCR  would  need  short-term 
debt  in  1973  and  1974  to  finance  its 
expansion,  and  long-term  money  after 
that.  Obviously,  NCR's  new  balance 
sheet  will  be  more  believable  to  lend- 
ers and  investors  than  the  old  one. 

Having  set  the  new  rules,  however, 
the  new  management  will  have  to 
live  with  them  and  will  have  to  per- 
form within  them.  NCR  will  have  to 
show  it  can  manufacture  and  sell  mod- 
ern electronic  data-processing  ecitiip- 
ment— and  at  a  profit.  Failing  this, 
everything  will  come  apart:  its  pros- 
pects for  financing  as  well  as  the 
viability  of  its  tax  credit  "asset." 

So,  in  the  end,  we  could  only  con- 
clude that  NCR  was  not  playing  the 
big-bath  variation  on  the  numbers 
game,  as  we  had  suspected.  There 
was  no  accounting  .sleight  of  hand, 
but  rather  an  intelligent  and— under 
existing  rules— legitimate  use  of  ac- 
counting moves  to  position  the  com- 
pany more  favorably  for  the  future. 
That  doiie,  NCR's  fate  depends 
henceforth  not  on  bookkeeping,  but 
on  what  happens  in  the  market  place; 
of  competitive  enterprise.  As  the  cur- 
rent saying  goes,  NCR  has  it  all  hang- 
ing out  now.   ■ 
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Not  only  is  East-West  i^ 
trade  growing  bigger, 
it's  getting 
more  complicated. 


Opening  new  markets  is  never  easy.  But 
when  those  new  markets  are  in  the  Eastern 
European  Region,  where  the  financial  ter- 
rain is  so  unfamiliar  to  most  Western  busi- 
nessmen, the  task  can  prove  particularly 
complex. 

It's  here  that  Chase  Manhattan,  with  its 
unique  position  in  East-West  trade,  can  help. 
We  can  give  Western  firms  the  inside  orien- 
tation they  need:  Where  the  opportunities 
are.  Whom  to  contact.  How  to  make  contact. 
And  what  to  do  after  contact  is  made.  Chase 
has  been  at  the  center  of  East-West  coop- 
eration since  the  first  negotiations  began. 


And  Chase  is  the  only  U.S.  bank  with  an 
office  in  Moscow  to  help  Western  busi- 
nesses with  Soviet  trade.  And  another  in 
Vienna  for  dealings  in  Eastern  Europe.  Both 
of  them  backed  by  a  specialized  New  York 
staff  and  by  the  international  resources  and 
information  network  of  the  entire  bank. 

Whatever  your  company's  plans,  no  bank 
is  better  qualified  to  help  finance  them. 
Whatever  your  questions,  no  bank  is  better 
qualified  to  answer  them. 

In  an  Increasingly  complex  financial  world, 
you  have  a  friend  at  Chase  Manhattan. 


The  Money  Men 


The  Dollar  Is  Coming  Back  Strong! 


These  are  times  of  pessimism— Wa- 
tergate, a  sinking  stock  market,  a 
sinking  dollar,  rising  gold,  rising  in- 
flation, perhaps  soon  a  recession  too. 

Yearning  for  a  piece  of  good  news? 
Well,  here  it  is:  The  anemic  dollar 
is  on  the  mend. 

A  strong  dollar?  A  dollar  that  for- 
eigners someday  may  find  attractive 
again?  Too  good  to  be  true? 

Not  at  all,  proclaims  Edward  M. 
Bernstein;  the  dollar  is  getting  strong 
again  even  though  the  markets 
haven't  yet  recognized  the  fact. 

Yes,  we  know— opinions  are  a  dime 
a  dozen.  You  discount  a  good  deal 
of  the  optimism  because  it  comes 
from  apologists  for  the  Nixon  Ad- 
ministration. 

But  Bernstein  is  no  Administration 
apologist.  He's  the  man  who  clearly 
foresaw  the  collapse  of  the  interna- 
tional monetary  system  and  the  need 
for  controls.  He's  the  man  who  rec- 
ognized a  year  ago  that  the  dollar 
would  have  to  undergo  another  de- 
valuation. Long  ago  he  was  one  of 
the  architects  of  the  long-lasting 
Bretton  Woods  monetary  agreement. 
He  is  on  first-name  terms  with  most 
of  the  world's  central  bankers.  Best 
of  all,  he  has  no  ax  to  grind. 

Bernstein  says  flatly  that  the  two 
devaluations  are  accomplishing  their 
end.  They  have  made  the  U.S.  com- 
petitive again.  He  says,  and  says  with- 
out hedging:  Our  balance  of  trade, 
nearly  $7  billion  in  the  red  last  year, 
will  start  showing  a  modest  surplus  by 
the  end  of  September.  And  the  sur- 
plus will  grow  month  by  month. 

That  makes  Bernstein,  a  card-car- 
rying Democrat,  more  bullish  even 
than  Nixon's  spokesmen.  We  lost  no 
time  in  asking  him  why.  We  found 
him  in  the  busy  Washington  office 
from  which  he  publishes  a  monetary 
newsletter  written  about  high-level 
finance  for  high-level  bankers  and 
other  bigwigs. 

"There  is  a  widespread  view  that 
responses  to  currency  devaluations 
take  a  long  time  to  take  effect,"  Bern- 
stein began,  jabbing  his  cigar  in  the 
air.  "Not  so.  This  reasoning  comes 
from  the  British  experience,  which 
reflects  the  peculiarity  of  their  econ- 
omy. Other  countries  that  have  de- 
valued, like  France,  got  quite  a  good 
response  in  their  trade  balance  fairly 
soon.  It  doesn't  take  two  years  to  do 
it.  This  is  the  basis  for  my  optimism." 

Whoa,  we  said.  First  of  all,  why 
have  you  such  a  belief  in  the  effec- 
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tiveness  of  devaluations  for  the  U.S.? 

Simple,  said  Bernstein.  "To  put  it 
plainly,  the  major  factor  in  the  criti- 
cal deterioration  of  the  U.S.  balance 
of  payments  since  1964  is  the  enor- 
mous increase  of  imports  relative  to 
exports."  He  whipped  out  a  sheet  of 
statistics.  "Look  at  this.  See  the  enor- 
mous increases  in  U.S.  imports  of 
those  four  categories  of  finished  man- 
ufactured goods  between  1964-72?" 

We  did  look,  and  we  saw  what  he 
meant:  capital  goods  imports,  up 
436%,  automotive  vehicles  and  parts 
(excluding  Canada),  up  606%,  man- 
ufactured   consumer    durable    goods 

Money  Expert  Bernstein 


like  televisions,  up  369%,  manufac- 
tured nondurable  consumer  goods 
like  textiles,  up  316%. 
'  "They're  the  whole  explanation  of 
our  balance-of-payments  difiBculty. 
You  see,  our  exports  and  imports  of 
foodstuffs  and  raw  materials  have 
risen  in  proportion  to  our  gross  na- 
tional product  in  current  dollars.  Our 
export  of  finished  manufactured  goods 
has  increased  about  the  same.  But 
the  imports  of  those  manufactured 
goods  have  increased  three  to  four 
times  our  GNP  growth." 

What    had    happened    after    1964 
that  made  the  U.S.   a  sieve  for  im- 


ports?  Inflation,  said  Bernstein.  Our 
inflation  made  for  an  overvalued  dol- 
lar that  hurt  our  exports  and  made  it 
easy  for  others  to  sell  manufactured 
goods  in  our  market.  "Of  course,  for- 
eigners were  competitive  in  quality 
and  style  of  product.  But  to  a  large 
extent,  it  was  price.  Inflation  de- 
stroyed our  abflity  to  compete."  The 
damage  was  done  by  the  time  our 
competitors  began  to  get  their  heavy 
doses  of  rising  prices.  "Devaluations 
of  major  currencies  have  always  been 
effective,"  said  Bernstein. 

Then  why  didn't  the  first  devalua- 
tion work? 

"We  didn't  devalue  enough,"  Bern- 
stein shot  back.  "Our  prices  in  terms 
of  dollars  relative  to  Japan  were  still 
higher  than  they  were  in  1963.  We 
really  hadn't  gained  back  what  we 
lost  with  inflation." 

We  still  weren't  convinced.  We 
had  a  sizable  devaluation  in  Decem- 
ber 1971.  Yet  1972's  trade  deficit  was 
a  record,  2/2  times  197 1's. 

In  addition  to  the  underdevaluation, 
Bernstein  blamed  1972's  particularly 
bad  trade  performance  on  our  hav- 
ing a  boom  while  Europe  and  Japan 
were  slowing  up.  Now,  they  are  en- 
tering a  boom  and  we  may  be  slow- 
ing up.  "This  difference  of  position 
may  make  a  difference  of  $3  billion  a 
year  in  the  trade  balance." 

As  for  the  recent  dollar  weakness, 
Bernstein  had  an  explanation  for  that 
too.  The  dollar  has  not  been  slumping 
against  Japan,  Canada  or  Great  Brit- 
ain but  against  those  European  coun- 
tries that  are  participating  in  a  com- 
mon float  against  the  dollar:  France, 
Germany,  Belgium,  The  Netherlands, 
Sweden.  "What  this  says  is  that  if  you 
have  a  floating  exchange  rate  sys- 
tem, you  get  much  more  drop  than 
people  thought  before  you  stop  the 
outflow  of  funds."  Another  way  of 
saying  that  a  floating  international  ex- 
change market,  like  the  stock  mar- 
ket, has  -a  high  degree  of  emotion 
in  it;  that,  like  the  stock  market,  it 
reacts  sharply  to  short-range  things 
like  a  month's  trade  figures  or  the 
latest  Watergate  revelation. 

Not  Goods  Alone 

Bernstein's  dollar  optimism  doesn't 
stop  at  the  balance  of  trade.  "Last 
May  I  made  an  analysis  of  devalua- 
tions and  capital  flows.  I  came  to  the 
conclusion  that  devaluations  had  a 
hell  of  a  lot  more  effect  on  capital 
flows  than  had  been  generally  as- 
sumed." So  the  U.S.  will  invest  less 
abroad  while  foreigners  increase  their 
investments  here  {see  p.  25). 
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Delta  is  an  air  line  run  by  professionals. 
Like  Frank  McTernan,  Customer  Services 
Agent. 

He's  fast  on  his  feet.  And  he's  got  hustle. 
He  races  you  from  the  plane  to  the  claims 
counter  and  usually  wins.  His  average  bag 
delivery  time  is  only  7  minutes. 

As  soon  as  your  flight  ends, 
he  starts  to  fly. 

Delta  is 
ready  when 
you  are. 


Delta's  Wide-Ride™  DC-1 0  gives  "comfort"  a  v/hole  new  meaning. 
Two-by-two  seats  in  bolhTourlstand  First  Class.  Now  Delta 
has  the  747.  the  727-200  and  the  DC-1 0  in  its  Wide-Ride  fleet. 


53 


LAND: 


Today's  best  investment? 


$995 


\     439  Pages 


Xi        Land  Speculation 

by  Brig.  Gen.  H.  L.  Oppenheimer 

The  population  is  exploding.  Available 
agricultural  land  is  shrinking.  The 
squeeze  is  on.  This  new  book  by  the 
Chairman  of  the  Board  of  Oppenheimer 
Industries,  Inc.,  the  largest  cattle  and 
ranch  management  firm  in  America, 
defines  the  profit  potential  and  pitfalls 
of  cattle  and  ranching,  e.g..  Tax  shelter 
benefits  •  Outside  risk  capital  in  the 
cattle  industry  •  Buying  a  ranch  •  Water 
rights  •  How  to  select  management. 
10-Day  No-Risk  Trial.  Send  no  money. 
Free  with  every  order:  Reprint  booklet, 
"Land  Classification  and  Development." 
$1  value.  Yours  to  keep  whether 
or  not  you  buy  the  book. 

At  selected  bookstores,  or  write: 
Interstate  Printers  &  Publishers,  Inc. 
Dept.  43-F     Danville,  Illinois  61832 


Spray  Away  Costly 
Roof  Maintenance 


The  modern  Randustrial®  Roof  Spray 
System  is  the  most  economical  method  of 
maintaining  industrial  roofs.  Contractors  are 
not  required.  Your  unskilled  men,  using  our 
equipment  and  know-how,  waterproof  your 
roofs  at  less  than  5C  per  square  foot 
including  labor.  Let  us  show  you  our  new  4 
minute,  full  color  movie  which  details  the 
process.  Also  send  for  a  copy  of  our  Free  56 
page  Maintenance  Catalog.  Just  fill  out  the 
coupon  below  and  mail. 
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Randustrial  ® 
Corporation 


13306  Union  Ave./Cleveland,  Ohio  44120 
Telex:  980  374  Phone:  (216)  283-0300 

LJ   Show  me  your  color  roofing  movie. 
LJ    free  56  page  Maintenance  Catalog 
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The  Money  Men 


In  1972  U.S.  direct  investment 
overseas  dropped  31%,  from  $4.8  bil- 
lion to  $3.3  billion.  "I  think  Volks- 
wagen is  going  to  find  that  if  it  wants 
to  stay  competitive  with  Japanese  and 
American  autos,  it  is  going  to  have  to 
have  an  assembly  plant  in  this  coun-  ' 
try  and  use  a  hell  of  a  lot  of  our  man- 
ufactured parts."  And  what  is  true  of 
direct  investment  will  be  true  for  se- 
curities investment.  "This  won't  save 
us  from  needing  the  improvement  in 
the  trade  balance.  But  it  will  save  us  a 
couple  of  billion." 

All  of  what  Bernstein  says  may  be 
true.  But  there  are  big  clouds  on  the 
dollar  horizon.  One  is  energy.  Last 
year,  the  U.S.  spent  over  $4  billion 
on  fuel  imports.  By  1980  it  could  be 
$20  bilhon.  How  about  that? 

"Most  minds,"  scoffed  Bernstein, 
brushing  cigar  ashes  from  his  lap, 
"tend  to  mistake  a  change  in  weather 
for  a  permanent  change  in  climate.  If 
there  is  a  bad  frost,  they  think  we're 
going  back  to  the  glacial  ages. 

"The  Japanese  and  Europeans  have 
an  oil  consumption  growth  rate  great- 
er than  ours.  We're  going  to  be  more 
dependent  on  everything.  But  Japan 
and  Europe  have  always  been  that 
way.  They've  survived." 

Lighting  another  cigar,  Bernstein 
noticed  our  unconvinced  look.  He 
broke  into  a  big  smile. 

"Look,  there  are  two  ways  of  look- 
ing at  this  oil  problem.  One  method 
is  to  project  on  a  chart— a  logarithmic 
chart  if  you're  fancy— how  we  have 
been  using  all  the  different  compo- 
nents of  energy  and  say,  'Oil  and  nat- 
ural gas  are  going  through  the  roof 
in  ten  years.' 

"Another  way  is  to  a.sk:  'Suppose 
we  change  the  relative  prices  of  these 
things?  If  gas  became  more  expensive 
than  electricity,  or  oil  more  expensive 
than  coal,  how  much  would  we  de- 
velop other  sources  of  energy?'  " 

We  saw  the  point:  You  change 
one  variable,  all  the  others  are  affect- 
ed. The  more  trouble  we  have  with 
oil,  the  harder  we  work  at  alterna- 
tives to  oil.  Nor  is  Bernstein  worried 
about  what  Arab  countries  like  Saudi 
Arabia  would  do  with  their  dollars. 
"If  they  keep  getting  dollars,  they'll 
find  ways  of  spending  them."  Spend- 
ing them  in  the  U.S.,  hopefully. 

So  Bernstein  believes  that  our  im- 
ports of  manufactured  goods  will 
grow  much  more  slowly  while  our 
exports  of  agricultural  and  manufac- 
tured goods  increase.  The  gap  will 
clo.se.  We  will  get  back  in  balance 
again— and  then  some.  lie  does  not 
think  that  export  controls  on  agricul- 


tural products  will  da  too  much  dam- 
age. "One  reason  our  agricultural  ex- 
ports are  going  to  remain  high  is  that 
prices  are  going  to  remain  high." 

A  thought  suddenly  occurred  to  us. 
This  fall,  major  trade  negotiations  are 
supposed  to  begin.  The  U.S.  has  been 
crying  that  it  needs  big  concessions. 
How  will  it  get  them  if  the  balance 
of  trade  dramatically  improves? 

We  simply  won't,  says  Bernstein. 
"The  most  important  thing  for  us  is 
to  make  sure  that  the  enlarged  Com- 
mon Market  doesn't  wind  up  with  so 
many  associate  members  with  spe- 
cial export-import  agreements  that  Ja- 
pan, Canada  and  the  U.S.  end  up  as 
the  pariahs  of  international  trade.  And 
we  need  fair  access  to  the  Common 
Market  for  our  agricultural  exports." 

Everyone's  Disease 

We  had  only  one  last  nagging 
question  concerning  the  dollar's  fu- 
ture: inflation. 

Bernstein's  happy  face  turned  sour. 
The  cigar  went  into  the  ashtray.  In- 
flation worries  him.  Not  because  it 
will  hurt  the  balance  of  payments;  it 
won't.  "Our  competitiveness  from  the 
devaluations  isn't  going  to  be  lost  by 
further  rises  in  prices,  because  they're 
going  to  be  universal."  But  that  mere- 
ly means  that  everyone  will  suffer 
from  the  same  disease. 

The  recent  worsening  of  the  dis- 
ease in  the  U.S.  stems  from  two  sec- 
tors, says  Bernstein:  agriculture  and  a 
boom  in  raw  materials  prices.  In  ag- 
riculture, "There  was  a  modest  decline 
in  output  and  a  big  increase  in  ex- 
port and  domestic  demand.  Raw  ma- 
terials prices  have  been  rising  because 
of  the  U.S.  boom,  aggravated  by 
those  devaluations,  and  the  burgeon- 
ing boom  in  Europe  and  Japan."  Only 
when  all  those  economies  cool  off  will 
there  be  stability  with  raw  materials. 

So  the  present  freeze,  Bernstein  be- 
lieves, is  "primarily  a  period  for  pray- 
er—pray that  the  supply  situation  will 
improve,  pray  that  the  boom  in  our 
economy  will  begin  to  slow  down,  pray 
that  everything  favorable  will  hap- 
pen." All  I'hase  4  can  do  is  to  per- 
suade people  that  the  Governnient  is 
trying  to  do  its  best. 

We  left  Bernstein  with  mixed  feel- 
ings, but  grateful  for  at  least  one 
piece  of  encouraging  news.  But  then 
again,  Bernstein  does  .sec  a  possible 
end  to  inflation  for  us,  maybe  not 
now,  but  in  a  couple  of  years. 

He  didn't  see  it  as  the  permanent 
condition  of  modern  man.  He  didn't 
go  that  far.  Bnl  the  (hoiiglil  did  make 
him  stub  out  his  beloved  cigar.  ■ 
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The  Ingersoll-Rand  portable  compressor-first  to  make 
the  city  sidewalk  whisper  instead  of  shout. 


Remember  when  you'd  cross  the  street  to  avoid  a  sidewalk  like 
this?  It  wasn't  the  board  fence  that  got  you.  It  was  the  ear-split- 
ting racket  from  those  watchamacallits  parked  along  the  curb. 
Actually  they  were  air  compressors,  supplying  power  to  run  the 
rock  drills  down  below.  And  the  noise  level  seemed  about  as 
high  as  a  jet  plane  taking  off. 

In  November  1968,  at  a  construction  site  in  M;  nhattan,  we  pub- 
licly unveiled  the  first  really  quiet  big-capacity  portable  compres- 
sor. Because  the  Ingersoll-Rand  Whisperized®  compressor 
made  less  noise  than  street  traffic,  you  hardly  knew  it  was  there. 
Today,  on  more  and  more  construction  jobs,  you'll  find  Whisper- 
ized l-R  compressors  delivering  quiet,  dependable  air  power. 
And  there's  no  need  to  cross  to  the  other  side  of  the  street  any 
more.  For  information  on  quiet  compressors,  write  to  Ingersoll- 
Rand,  Dept.  FF-22,  Woodcliff  Lake,  N.J.  07675. 


BUY 
RENT 
I  LEASE 
]  FINANCE 
through  IRFC 


1971-2071 
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Mfe  Ve  been  quiet  long  enough. 


Kenneth  Montgomery  is  a  master 
mechanic  at  our  Washington,  D.C.  maintenance 
center. 

For  the  25  years  Kenny's  been  with  us, 
he's  done  nothing  less  than  a  fantastic  job.  And 
we've  been  getting  that  kind  of  effCTrt  from  the 
more  than  3,000  Hertz  Truck  people  from  coast 
to  coast. 

When  you  lease  from  Hertz  Truck  you 
lease  Kenny.  And  the  many  other  dedicated 
mechanics  just  like  him  who  give  you  repair 
service  when  you  need  it  and  preventive 
maintenance  so  you  won't.  And  in  many  areas 
there  are  Hertz  Truck  people  on  duty  24  hours 
a  day  to  repair  your  trucks  or  bring  you  a 
replacement  vehicle  if  one  of  yours  is  disabled. 

We  also  have  people  who  do  a  large  part 


of  your  bookkeeping  for  you.  The  complicated 
parts.  Like  preparation  of  fuel  tax  reports, 
insurance  and  registrations. 

In  fact,  we  have  people  doing  every 
conceivable  thing  they  can  just  to  give  you 
peace  of  mind. 

Thanks  to  these  people  we  have  what  we 
believe  are  the  greatest  over-the-road  capa- 
bilities in  the  heavy  truck  leasing  industry. 

So  now,  we  want  to  thank  Kenny  and  the 
rest  of  them  openly.  Publicly.  Because  we  want 
to  make  sure  that  everyone  knows  why  we're 
the  best. 

So  thanks,  Kenny.  And  thanks  to  each 
and  every  one  of  our  people. 

The  reason  we  believe  we're  the  best  is 
because  you're  the  best. 


Hertz  leases  Fords  and  other  sturdy  trucks.  For  further  information  on  Hertz  big  truck  leasing,  write: 
Edward  H.  Blickstein,  Vice  President,  Sales,  Hertz  Truck  Division,  660  Madison  Avenue,  New  York,  N.  Y.  10021. 

HertzlsUa 
inbigTrucks 
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A  Gem  Over  IBM? 


It  sounds  crazy,  and  it  probably  is. 

But  lately  lots  of  Jittery  investors  are  selling  their  stocks 

and  buying  rocks.  You  could  say  owning  gems 

is  America's  new  security  baguette. 


The  Smart  Money  says  buy 
gems.  But  where?  At  auction, 
in  competition  with  jewelry 
pros,  an  "investor"  can  pay 
too  much  for  too  little  gem 
quality.  At  retail,  he'll 
pay  around  double  the  whole' 
sale  price— a  100%  markup. 


An  old  stock  market  hand  wandered 
into  a  Los  Angeles  gem  auction  last 
month  to  get  his  mind  off  the  de- 
pressing Dow.  He  couldn't  believe  his 
eyes:  "What  action!  It  was  like  the 
stock  market  back  in  1968.  Every 
item  seemed  to  get  bid  to  new  highs." 

Even  the  usually  unflappable  auc- 
tioneers at  Sotheby  Parke  Bernet  were 
impressed.  Many  pieces  commanded 
50%  to  100%  more  than  they  would 
have  only  three  years  ago,  including 
an  antique  gold  and  diamond  brooch 
with  five  diamonds  missing  that  went 
for  $7,000,  or  double  its  estimated 
1970  price. 

Sure,  there  were  some  crazy  bids 
by  nouveau  riche  novices  from  Bev- 
erly Hills.  But  for  every  doubleknit 
jumpsuit  among  the  300  bidders  there 
was  the  sign  of  a  pro,  a  black  yar- 
mulke.  One  sophisticated  dealer  picked 
ofF  an  oddball  set  of  flawed  25-carat 
emerald  and  diamond  earrings  for  a 
respectable  $11,500.  Later  that  night 


he  reportedly  held  his  own  private 
auction  for  32  local  jewelers  in  a  near- 
by hotel  room  and  resold  the  pair  for 
$26,000.  The  second  buyer  will  now 
carve  up  the  stones  and  sell  them  to 
the  public  for  upward  of  $40,000. 

When  speculation  gets  that  ram- 
pant in  anything,  a  price  drop  is  usu- 
ally right  around  the  corner.  But 
Sotheby  Parke  Bernet's  senior  jewelry 
man,  Dennis  Scioli,  says:  "Everytime  I 
figure  that  prices  must  be  getting 
close  to  leveling  off^,  they  go  even 
higher.  They've  been  snowballing  like 
this  for  a  year." 

So/ider  than  Salad  Oil? 

Remember  that  $1.05-million  dia- 
mond Richard  Burton  bought  for  Liz 
from  Cartier's  several  years  ago 
(Forbes,  Feb.  1,  1970)?  Today  ex- 
perts say  that  the  Burtons  could  sell 
the  69.4-carat  rock  for  around  $1.5 
million. 

Or  take  Mrs.  Enid  Haupt,  who  put 


her  fortune  into  stones.  Lucky  her.  In 
time  her  husband  Ira's  brokerage 
business  disappeared  along  with  An- 
thony (Tino)  DeAngelis'  salad  oil  in 
the  early  Sixties.  Seven  months  ago, 
after  undergoing  a  change  of  life  style 
—"I'd  choose  my  flowers"  over  any- 
thing—Mrs. Haupt  auctioned  off  her 
collection  and  made  a  killing.  For 
example,  a  34-carat  emerald  ring, 
which  she  got  in  1968  for  $265,000 
by  outbidding  film  producer  Carlo 
Ponti  (who  is  married  to  Sophia 
Loren),  brought  a  record  $385,000. 
Even  after  allowing  for  heavy  insin- 
ance  payments  and  taxes,  Mrs.  Haupt 
made  around  $50,000  on  the  ring. 

In  all,  the  Gemological  Institute  of 
America  reports  that  the  basic  price 
of  the  highest  quality  one-  to  three- 
carat  diamonds  has  increased  about 
40%  to  60%  so  far  this  year.  Historical- 
ly, diamonds  have  appreciated  about 
5%  to  10%  a  year.  Earlier  this  year 
prices  were  climbing  5%  a  week. 
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MISCONCEPTION 

Electric  utilities  don't  need  higher  rates. 
People  pay  enough  for  electricity  now. 


HICT: 


Members  of  The  Southern  Company  system  must  obtain  almost  all  of  their  construction  capital  through  the  highly  competitive  securities  market. 


The  truth  is,  higher  rates  are 

unavoidable.  During  the  three  years 

1973-75,  for  example,  the  operating 

companies  in  our  system  will  spend 

more  than  $3  billion  to  finance  new 

facilities  needed  to  meet  increasing 

^'    power  demands.  The  money 

customers  pay  monthly  for  electricity 

provides  only  a  portion  of  this. 

Three-fourths  of  the  amount  needed 

to  finance  construction  must  come 

from  investors.  The  securities  of  a 

utility  must  earn  enough  so  that  they 

can  compete  favorably  in  the  market 

for  investment  dollars.  When  rates 

The  Southern  Company  system 


are  not  adequate  to  cover  all  costs, 
including  a  fair  and  reasonable  return, 
earnings  decline,  making  the 
securities  less  attractive  to  investors. 
As  a  result,  capital  needed  for 
construction  becomes  more  costly 
and  increasingly  difficult  to  obtain. 
At  such  times,  after  all  operating 
economies  have  been  exercised, 
increased  rates  become  essential.  If 
you'd  like  to  know  more,  write  for  our 
pamphlet  on  utility  rates. 

The  Southern  Company,  Dept. 
342BF,  P.O.  Box  720071,  Atlanta, 
Georgia  30346. 

:  working  toward  tomorrow,  today. 


Alabama  Power  Company     Georgia  Power  Company     Gulf  Power  Company     Mississippi  Power  Company     Southern  Services,  Inc.     Southern  Electric  Generating 
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Fashion  Note.  Now  matrons 
wear  big  gems,  and  (male) 
rock  stars  sport  tiaras. 


Prices  of  fine  colored  stones— the 
emeralds,  rubies  and  sapphires  that 
account  for  10%  of  the  $l-billion  U.S. 
gem  market,  vs.  90%  for  diamonds- 
are  also  up  around  50%. 

Today  the  finest  three-carat  gems 
retail  for  anywhere  from  $9,000  for 
blue  sapphires  to  $30,000  for  dia- 
monds and  $100,000  or  more  for  the 
rarest  nibies  and  emeralds. 

It's  a  case  of  supply  and  demand. 
Gems  by  definition  are  rare.  And  de- 
mand is  soaring.  Europeans  have 
been  buying  gems  as  a  hedge  against 
currency  devaluation  and  inflation  for 
decades.  Now  the  world's  emerging 
affluent  masses  in  Japan,  the  oil  coun- 
tries and  even  here  at  home  are 
joining  in  and  pushing  demand  out 
of  sight. 

Price  is  no  object.  These  buyers 
believe  in  inflation:  No  matter  what 
it  costs  today,  it'll  cost  more  tomor- 
row. What's  more,  the  Japanese  and 
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the  Europeans  in  particular  are  jump- 
ing at  any  excuse  to  unload  their  un- 
wanted dollars.  U.S.  dealers  tell  of 
smiling  Japanese  peeling  $1,000  bills 
from  their  money  belts  while  paying 
near  retail  prices.  They  know  they're 
being  overcharged,  but  they  can't  take 
those  dollars  home. 

Until  lately,  Americans  had  the  al- 
mighty dollar  and  the  stock  market. 
They  didn't  see  any  need  for  gem* 
encrusted  security  blankets.  But  Tif- 
fany &  Co.'s  Executive  Vice  President 
Harry  Piatt  says:  "After  two  devalua- 
tions, it's  a  whole  new  ball  game." 
He  doesn't  necessarily  recommend  it, 
but  he  can't  help  noting  that  for  the 
first  time  Americans  are  buying  qual- 
ity gems  as  investments.  That  is,  as 
hedges  against  inflation  and  further 
dollar  devalutions. 

Nobody  knows  how  much  Ameri- 
cans are  investing  in  gems.  But  the 
trend  is  for  real.  Lately  you  can  hard- 
ly open  a  financial  magazine  or  even 
your  Diners  Club  bill  without  seeing 
ads  for  "investment-grade  diamonds," 
whatever  they  are. 

Van  Cleef  &  Arpels,  the  carriage- 
trade  jeweler,  reports  that  its  invest- 
ment-oriented customers  have  bought 
an  unprecedented  $1  million  worth 
of  unset  stones  at  its  Beverly  Hills 
store  so  far  this  year.  That's  nearly  as 
much  as  the  store  normally  sells  in 
set  stones  in  a  year.  Van  Cleef's  West 
Coast  man,  Daniel  Ryan,  insists: 
"The  gem  rush  is  here  to  stay." 

Out  in  Muncie,  Ind.,  a  veteran 
jewelery  store  operator  named  Harry 
Gaunt  claims  that  his  new  mail-order 
company,  Investment  Diamonds  Inc., 
is  grossing  about  $180,000  a  month: 
"Originally  I  had  figured  that  I'd  sell 
about  $3  million  worth  of  unset  dia- 
monds in  1973.  Now  I'm  shooting  for 
$5  million." 

And  in  New  York,  Morton  Sarett 
of  the  Jewelry  Industry  Council  sums 
up  the  nationwide  picture:  "The  jew- 
elry business  is  feeling  no  pain." 

Safer  Than  Stocks? 

Are  gems  a  good  investment?  The 
answer  is  a  qualified  no.  People  like 
Dick  and  Liz  and  Mrs.  Haupt  can 
make  a  profit  because  they  are  rich 
enough  to  buy  the  finest  rocks  and 
hang  onto  them  for  ages.  The  aver- 
age buyer,  however,  can't  assume  hell 
buy  wisely.  For  instance,  there  are 
well  over  100  grades  of  diamonds, 
and  appraisals  can  vary  50%  or  more 
at  retail.  But  even  assuming  that  you 
buy  right,  the  big  trick  is  being  able 
to  sit  on  the  stones  comfortably  for 
ten  or  15  years. 

The  problem  is  that  individual 
buyers  are  forced  to  buy  at  retail  and 
sell  at  wholesale.  That  spread  be- 
twe'm    what    a    dealer    asks    for   his 


stones  and  what  he  bids  for  yours  ij 
enormous.  Let's  say  you  follow  all  the 
investment  rules.  You  go  to  a  repu- 
table dealer,  like  Harry  Winston  Inc 
on  New  York's  Fifth  Avenue,  and  you    , 
buy  a  splendid   three-carat   diamond 
for  around  $30,000.  If  you  immedi 
ately  walk  across  the  street,  Tiffany^ 
will  offer  you  only  about  $15,000.  So 
you   have   to    wait,    perhaps    five    to 
eight  years,  until   the  stone   doubles 
in  value  just  to  get  your  $30,000  back. 

Even  then  you  will  be  in  the  hole. 
It  costs  money  to  own  fine  jewelry. 
Insurance  rates,  which  have  increased 
at  least  30%  in  the  last  five  years,  are 
now  up  to  5%  of  the  gem's  face  value 
per  year  in  high-crime  areas  like  New 
York,  Miami  and  Be\'erly  Hills.  That's 
one  reason  Mrs.  Harriet  Annenberg 
Ames,  sister  of  U.S.  Ambassador  to 
Britain  Walter  Annenberg,  sold  the 
$1 -million  diamond  that  Dick  and  Liz 
own.  The  insurance  premium  was  re- 
portedly costing  her  about  $1,500  for 
each  wearing. 

And  by  the  way,  the  insurance  isn't 
tax  deductible. 

Hiding  Your  Sparklers 

The  only  alternative  is  not  insur- 
ing the  jewels.  Presumably  a  lot  of 
people  buying  unset  stones  are  put- 
ting them  in  safe-deposit  boxes  and 
forgetting  about  them.  Others  are 
gambling.  A  well-to-do  Los  Angeles 
man  reasons  that  if  he  gets  robbed 
he  won't  be  losing  a  gem,  he'll  be 
gaining  a  tax  deduction.  But  how 
many  people  need  a  $25,000-to- 
$250,000  tax  deduction? 

And  speaking  of  getting  robl:>ed, 
how  many  people  want  to  invite  that 
by  owning  truly  expensive  gems?  Ac- 
tress Eva  Gabor  locked  her  gems  in  a 
bank  years  ago:  "They  put  a  gun  to 
my  head  when  they  robbed  me.  My 
jewelry  is  beautiful,  but  I  won't  risk 
my  life  for  it.  Now  when  I  get  lonely 
for  my  jewelry,  I  go  to  the  bank  and 
visit  it." 

Why  doesn't  she  just  sell  the  stuff? 
"Dahling,  I  don't  have  to  sell.  I  don't 
need  the  money.  Isn't  that  a  won- 
derful position  to  be  in?" 

Indeed,  that's  the  only  position  you 
can  be  in  to  make  a  killing  in  the 
gem  game.  Unfortunately,  few  of  us 
ever  experience  it. 

A  gem  over  IBM?  We  put  the 
question  to  Maurice  Shire,  a  wi.se  man 
of  50  who  is  called  the  Emerald  King 
because  he  is  the  exclusive  North 
American  distributor  of  two  of  the 
world's  last  emerald  mines,  in  Bra/il 
and  Rhodesia:  "Let  me  answer  lliis 
way.  I  got  one  of  my  best  pieces  ol 
investment  advice  about  15  yvixrs  ag<' 
from  Franz  Pick  [the  noted  gold  bug] 
His  advice?  He  told  me  to  buy  IBM 
I  still  own  it."  ■ 
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Another  step  toward  auto 

emission  control  is  an  effective 

electronic  ignition  system. 


All  Americans  want  Cleaner  air. 

And  America's  auto  makers  are 
working  on  lots  of  ways  of 
helping  cut  the  auto  emissions 
that  contribute  to  air  pollution. 

Some  of  the  ways  to  hel  p  control 
auto  emission  include  new 
electronic  systems  that  use  solid- 
state  components  made  by  RCA. 

These  solid-state  devices  can 
allow  your  car  to  ignite  gasoline 
with  greater  precision  than 
conventional  systems,  thus  re- 
ducing emissions.  And  they  stay 
more  accurate,  so  you  minimize 
misfiring  as  your  car  gets  older. 

In  addition  to  helping  control 
auto  emissions  through  im- 
proved ignition  systems,  solid- 
state  components  can  deliver 
more  voltage  at  starting.  And 
because  most  of  the  new  sys- 
tems eliminate  points,  they  will 
require  less  maintenance.  You 
save. VVe  all  benefit. 

RCA  is  a  leader  in  solid-state 
technology.  But  we're  also 
concentrating  on  many  areas 
of  opportunity.  Like  consumer 
electronics,  consumer  services, 
entertain-ment,  as  well  as  com- 
munications technology.  Areas 
in  which  RCA  has  an  active  role 
today  and  will  seek  an  even 
greater  role  tomorrow. 


''You're  Not  Buying  a  Cigar  and  Smoldng  It . 
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Diamonds  may  or  may  not  be  a  hedge  against  inflation,  but  so  long  as  people 
think  they  are,  DeBeers  Consolidated  Mines  certainly  ought  to  be. 


It's  axiomatic  that  whenever  the 
world  and  particularly  the  U.S.  econ- 
omy heads  into  trouble,  so  does 
South  Africa's  DeBeers  Consolidated 
Mines,  the  world's  largest  producer 
and  marketer  of  diamonds,  and  these 
days  more  than  a  few  experts  are 
convinced  that  trouble  is  exactly 
where  the  U.S.  economy  is  headed. 
So  just  how  vulnerable  is  DeBeers? 
Well,  when  the  U.S.  economy  stag- 
nated in  1970,  diamond  sales 
dropped  23%,  and  DeBeers'  net 
plunged  nearly  a  third. 

What  complicates  the  situation, 
however,  is  that  diamonds  are  cur- 
rently in  heavy  demand.  It's  all  part 
of  a  worldwide  flight  from  paper  cur- 
rency that  has  reached  near-panic 
proportions.  With  gold  soaring  to 
astronomical  levels,  the  oil  sheiks 
have  begun  looking  for  other  hedges 
against  the  instability  of  the  U.S. 
dollar.  DeBeers'  diamond  prices  have 
risen  close  to  40%  in  under  a  year  and 
a  half,  but  that's  modest  compared 
with  the  price  of  gold,  which  has 
easily  tripled  over  the  same  period. 

So  the  question  for  DeBeers  is: 
What  is  going  to  offset  what?  Dia- 
monds as  a  hedge  against  inflation, 
or  diamonds  as  a  victim  of  recession? 
At  this  point,  the  answer  seems 
clearly  reflected  in  DeBeers'  market 
price— $9.12  per  American  Depository 


Receipt,  down  from  its  1969  high  of 
$13.50.  DeBeers  Chairman  Harry  F. 
Oppenheimer  sides  with  the  optimists. 
"The  outlook,"  he  says,  with  charac- 
teristic moderation,  "is  very  good." 

Certainly  if  1972  was  any  portent, 
1973  should  be  breathtakingly  good. 
Last  year,  DeBeers  sold  a  record 
$983  million  worth  of  diamonds,  47% 
more  than  the  year  before  and  32% 
more  than  the  1969  high.  DeBeers' 
own  profits  hit  $245  million,  up  59% 
in  a  year,  and  43%  over  1969.  And 
DeBeers  not  only  made  big  money, 
it  made  good  money.  In  a  "bad"  year 
like  1970,  DeBeers  earned  16%  on  its 
equity.  Last  year  it  earned  more  than 
26%,  and  1973  should  prove  sub- 
stantially better. 

Ironically  enough,  only  two  dec- 
ades or  so  ago  Oppenheimer  was  pre- 
dicting that  DeBeers  would  be  virtual- 
ly out  of  the  diamond  business  by 
1980,  its  reserves  exhausted,  its  mines 
shut  down.  Indeed,  during  the  Fifties 
DeBeers  funneled  the  bulk  of  its 
cash  flow  into  nondiamond  ventures 
(Forbes,  ]une  15).  And  its  reserves 
were  running  out.  The  Jagersfontein 
mine  had  to  be  abandoned  in  1971 
after  a  century  of  operation,  and,  to 
conserve  their  reserves,  only  three  of 
the  four  mines  at  Kimberley  are  now 
operated  at  any  one  time.  All  told,  the 
original  DeBeers  mines  now  produce 


less  than  a  tenth  of  the  company's  to- 
tal output,  as  against  a  third  as  re- 
cently as  1965. 

^However,  new  finds  have  changed 
the  picture  from  what  it  was  in  the 
Fifties.  DeBeers  has  been  able  to  ex- 
tend its  reserves  in  Namaqualand 
(Annex  Kleinzee)  and  South  West 
Africa  (Consolidated  Diamond  Mines) 
at  least  as  fast  as  they  have  been  de- 
pleted. CDM,  the  world's  richest  re- 
pository of  gemstones  {see  box),  last 
year  produced  a  good  40%  of  De- 
Beers'  total  profits.  Equally  encourag- 
ing, DeBeers  has  also  managed  to  bring 
into  production  three  major  new  prop- 
erties—Finsch,  Koffyfontein  and  Orapa 
—whose  reserves  should  last  it  well 
beyond  the  turn  of  the  century. 

The  Finsch  open-pit  mine,  which 
went  into  production  in  1966,  was 
the  first  major  diamond  discovery  in 
South  Africa  in  nearly  70  years,  and 
a  bonanza  it  turned  out  to  be,  paying 
back  its  $31-million  capital  cost  in 
three  years  and  yielding  a  29%  return 
on  investment.  Koffyfontein,  developed 
on  the  site  of  a  mine  abandoned  in 
1932,  was  reopened  in  1971  at  a  cost 
of  $21  million,  largely  to  absorb  the 
work  force  of  the  nearby  Jagersfontein 
mine.  But  instead  of  yielding  indus- 
trial diamonds  worth  maybe  $6  a 
carat,  it  began  yielding  gemstones 
worth  maybe  $150,  and  what  started 


Men  &  Machines.  First  the  bulldozers  and  scrapers  roll  back  ihe  sands  at  DeBeers'  CDM  mine,  then  the 
sweepers  move  in  with  brooms  to  whisk  up  the  diamonds  caught  in  the  primordial  rock. 
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out  promising  to  yield  4%  on  invest- 
ment has  begun  yielding  17%.  De- 
Beers'  newest  mine,  at  Orapa,  in  near- 
by Botswana,  is  an  equally  good  mon- 
eymaker, and  a  prospectively  long- 
lived  one. 

In  short,  far  from  going  out  of  busi- 
ness in  1980,  DeBeers  should  be  min- 
ing diamonds  well  into  the  21st  cen- 
tury. Output  has  grown  from  5.9  mil- 
lion carats  in  1965  to  10.6  million 
carats  last  year.  The  Kimberley  mines 
should  last  another  20  years,  CDM 
at   least    15    and   probably    20,    and 


Lunatics  in  Lotus  Land  - 

The  Diamond  Coast— a  strip  of  sand, 
400  miles  long,  60  miles  deep,  caught 
between  the  Atlantic  and  the  Na- 
mibian  Desert.  The  Germans  called 
it  the  Sperrgebiet— the  Forbidden 
Area— in  the  days  when  South  West 
Africa  was  theirs,  and  closed  it  to  out- 
siders to  protect  the  diamonds  that 
lay  hidden  beneath  the  sands.  The 
Germans  have  gone,  but  the  Sperrge- 
biet remains,  protected  now  by 
barbed  wire  and  radar  and  X-rays.  It 
is  known  today  as  Consolidated  Dia- 
mond Mines  of  South  West  Africa— 
DeBeers  Consolidated's  richest  mine. 

Here  at  a  cost  of  over  $150  mil- 
lion, CDM  has  created  one  of  the 
most  fantastic  mining  camps  in  the 
world— a  37-square-mile  diamond 
mine  and  an  800-acre  town,  Oranje- 
mund,  with  quarters  for  3,500  whites 
and  compounds  for  3,800  blacks— 
Ovambo  tribesmen,  tall,  red-hued, 
Egyptian-looking  giants  from  the  far 
north  on  the  Angola  border.  Beyond 
the  town,  the  largest  private  fleet  ■ 
of  earth-moving  equipment  in  the 
world— more  than  350  bulldozers, 
scrapers,  front-end  loaders— roams  the 
white  sands  like  giant  grasshoppers, 
unearthing  the  prehistoric  beaches 
where  diamonds  were  thrown  up  by 
the  sea— a  concentration  so  rich  that 
once  the  sand  is  removed  and  the  ag- 
gregate beneath  has  been  sent  to  the 
crushers,  the  0\ambos  move  in  upon 
the  bedrock  with  hand  brooms,  get 
down  oii  their  hands  and  knees  and 
sweep  clean  every  cranny  and  crevice 
for  any  overlooked  gems.  All  told,  126 
million  parts  of  waste  are  moved  for 
every  part  of  diamond  recovered, 
gems  that  have  no  utility  save  their 
beauty  and  no  value  save  what  rarity 
and  the  DeBeers  monopoly  can  bring 
them.  "Arh  insane  asylum  turned  loose 
upon  a  beach,"  is  how  one  observer 
described  the  first  mines  at  Kimber- 
ley; and  diamond  mining  has  not  real- 
ly changed. 

The  town  is  in  some  ways  even 
more  remarkable  than  the  mine— a 
man-made  oasis  in  the  desert,  large- 


Finsch,  Orapa  and  Koff^yfontein  30, 
40  and  even  50  years  before  their  re- 
serves are  exhausted. 

DeBeers'  overriding  problem  now 
is  how  to  get  rid  of  the  tremendous 
surplus  of  small  stones  that  has  de- 
veloped as  world  diamond  consump- 
tion has  soared.  Small  stones,  roughly 
speaking,  are  those  weighing  less  than 
one  fourth  of  a  carat. 

The  trouble  is  that  these  days  the 
market  wants  large  stones,  not  small. 
Even  in  a  period  of  great  demand  like 
the  present,  DeBeers  has  had  to  buy 


ly  self-sufficient,  possessing  its  own 
power  and  food  supplies,  its  own 
hospital,  school,  movies  and  churches, 
a  boat  basin— a  man-made  lake  in  a 
sea  of  sand— even  a  tract  of  woods 
for  the  Boy  Scouts  to  sleep  out  over- 
night in.  Pass  through  the  wire  gate 
and  across  the  Ernest  Oppenheimer 
Bridge,  and  you  leave  the  world  for  the 
arms  of  the  corporate  welfare  state. 
There  the  company  provides  the  con- 
tent and  context  of  your  life— free 
housing  and  furniture,  a  car  if  it  thinks 
you  need  one,  free  water  and  power, 
free  medical  and  hospital  service,  sub- 
sidized servants  and  clothing  and 
food.  There  is  no  municipal  govern- 
ment, there  is  not  even  much  of  a 
cash  economy.  To  buy  something  at 
the  supermarket,  you  present  your 
number  at  the  checkout  counter  and 
the  amount  is  automatically  deducted 
from  your  salary. 

The  men  work  six  days  a  week, 
with  a  Saturday  off  every  third  week- 
end, but  there's  not  much  else  to  do 
beyond  movies  and  sports,  an  endless 
array  of  clubs  and  sex.  Wives  regu- 
larly burst  into  tears  at  the  first  sight 
of  the  place  from  the  airport,  but 
for  many  it  has  its  attractions.  It's 
isolated  from  South  Africa  and  the 
world,  from  the  strains  and  problems 
of  normal  life,  and  it  has  become  a 
sort  of  Lotus  Land  on  the  Atlantic— a 
haven  for  people  who  willingly  drop 
out  of  life.  By  the  time  they're  ready 
to  retire,  they  no  longer  know  how 
to  cope  with  the  problems  of  ordinary 
life— economic  decisions,  crime  in  the 
street,  health— and  yet  they  must  go, 
because  somebody  else  is  waiting  to 
take  their  place.  The  town  exists  only 
to  serve  the  mine,  and  the  mine  will 
not  last  forever— 15  years  at  a  mini- 
mum, and  after  that  the  land  will 
probably  return  to  the  desert  and  the 
ghosts  take  over. 

Until  then  there  are  the  diamonds 
—a  glittering  stream— 1.6  million  carats 
a  year,  worth  maybe  $120  million 
and  yielding  a  net  profit  of  $98  mil- 
lion a  year. 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  Interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  It  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . . . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


Greater 

future  income 

can  be  the  goal  of 

a  $10,000  portfolio 

placed  under 
management  now 


If  the  capital  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must  be 
kept  working  continually  to  achieve  your 
goals. 

Yet  you  may  feel  that  you  are  actually 
losirig  ground  due  to  .  ifiation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  64 
countries  have  turned  to  The  Danforth  Asso- 
ciates Investment  Management.  It  has,  we 
believe,  proved  especially  efficient  in  provid- 
ing continuing  capital  growth  supervision  for 
portfolios  starting  with  $10,000  or  more  — 
on  behalf  of  people  who  recognize  and  can 
share  the  risks  and  rewards  of  common  stock 
investments. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 15-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.  Z-80 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  U.S.A.  o2i8i 

Investment  Management    •    Incorporated  1936 
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FoTo  s  record 
denotes  growth 

•  Ferro's  earnings  per  share  have  had  an  average 
annual  compounded  growth  rate  of  14.4%  over 
the  last  ten  years. 

•  Ferro  has  had  an  average  annual  compounded 
growth  rate  in  sales  of  11.3%  over  the  last 
ten  years. 

•  Ten  year  combined  return  to  Ferro  shareholders, 
including  price  appreciation  and  dividend  yield, 
is  21.5%. 

•  Return  on  average  equity  reached  17.8%  in  1972. 

•  Return  on  sales  in  1972  was  6.1%. 

Ferro  produces  specialty  materials  for  the  chemical, 
plastics  and  ceramic  industries  in  17  countries 
throughout  the  world.  During  1972  Ferro  achieved 
record  sales  of  $204.8  million  and  record  earnings 
of  $3.14  per  share. 

Write  for  our  1972  Annual  Report:  Dept.  F-0715, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 
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and  stockpile  enormous  quantities  of 
small  stones— $332  million  worth  by 
the  end  of  last  year,  vs.  only  $142 
million  as  recently  as  1969.  In  the  cir- 
cumstances, DeBeers  has  attempted 
to  adjust  its  production  to  the  de- 
mands of  the  market,  suspending  its 
operations  at  Koignaas,  Langhaate  and 
Dreyers  Pan,  for  example,  in  favor  of 
?nining  the  northern  reserves  at  near- 
by Annex  Kleinzee  where  the  stones 
are  larger.  As  a  result  carat  produc- 
tion was  reduced  24%,  but  the  average 
size  of  stones  increased  from  0.51  car- 
ats in  1970  to  1.03  carats  in  1972. 
(Double  the  size  of  a  diamond,  how- 
ever, and  you  quadruple  its  price. ) 

The  situation  is  complicated  by  the 
fact  that  DeBeers  buys  most  of  the 
diamonds  produced  in  the  world, 
marketing  them  along  with  its  own 
output.  But  when  the  supply  exceeds 
demand— as  it  does  currently  in  small 
stones— DeBeers  holds  the  excess  off 
the  market  in  order  to  keep  prices 
high— its  own  small  stones  and  every- 
one else's  too. 

DeBeers'  diamond  stocks  are  carried 
at  cost,  and  so  if  the  demand  materi- 
alizes, DeBeers  will  be  able  to  feed 
the  smaller  stones  into  the  market  at 
higher  prices.  If  it  does  not,  it  will 
continue  holding  a  very  expensive  bag. 

forever  Diamonds 

DeBeers  has  been  attempting  to  ex- 
pand the  market  with  a  high-powered 
advertising  campaign  designed  to  pro- 
mote the  market  for  small  stones  by 
emphasizing  their  attractiveness  and 
relatively  low  price.  And  with  consid- 
erable success.  Diamonds  are  catching 
on  in  other  parts  of  the  world— in  Ja- 
pan, for  instance,  where  consumption 
has  doubled  in  the  past  five  years,  so 
that  Japan  now  ranks  as  the  second- 
largest  market  in  the  world.  DeBeers 
might  have  been  able  to  sell  more 
small  stones  than  it  has,  save  for  the 
fact  that  production  of  rough  stones 
has  increased  faster  than  the  facilities 
to  cut  and  polish  them.  To  remedy 
this,  DeBeers  has  developed  an  auto- 
matic polishing  machine  for  certain 
diamonds  that  may  be  the  first  step  to- 
ward automation. 

"Why  do  people  buy  diamonds?" 
Harry  Oppenlieimer  a.sks.  "Well,  they 
are  very  beautiful,  and  girls  like  ihem. 
In  addition,  you're  not  buying  a 
cigar  and  smoking  it;  you're  buying 
.something  of  value.  But  I  don't  think 
the  investment  \alue  is  the  primary 
motive.  Of  the  world's  diamond  pro- 
duction, 80'/f  goes  into  jewelry.  So  in 
the  nature  of  things,  diamonds  are 
speculative.  Owning  a  diamond  ring  is 
nice,  but  it's  not  a  necessity." 

Be  that  as  it  may,  DeBeers  it.self 
may  well  be  one  of  tlie  best  long-term 
hedges  against  inflation.   ■ 

FORBES,  JULY   15.   1973 
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Hooker  Chemical  Corporation 

A  wholly-owned  subsidiary  of 

Occidental  Petroleum  Corporation 


8%%  Senior  Notes  due  June  1, 1993 


Arrangements  have  been  made  by  the  undersigned  for 
direct  placement  of  these  Notes  with  institutional  investors. 


Blyth  Eastman  Dillon  &  Co.  A.  G,  Becker  &  Co. 

Incorporated  Incorporated 


Chicago  Board  Options:  Under  Water? 


The  Chicago  Hoard  Options  Ex- 
change is  hardy  three  mouths  old, 
hut  it's  a  precocious  hahy  indeed. 
Trading  volume  now  averages  2,500 
contracts  a  day.  With  the  minimum 
commission  on  each  order  at  $25,  the 
husiness  could  generate  close  to  $1.2 
million  a  month  in  brokerage  com- 
missions—welcome indeed  to  a  badly 
pinched  brokerage  industry. 

Hut  how  are  the  options  doing  for 
those  who  buy  them?  That's  an  em- 
barrassing (piestion  at  this  time.  The 
first  batch  of  options,  the  July  1973s, 
expire  at  the  end  of  this  month.  At 
the  beginning  of  July,  two-thirds  of 
the  way  to  the  first  finish  line,  the  typ- 
ical July  option  was  selling  for  well  un- 
der half  its  original  price.  Unless  the 
stock  market  picks  up  sharply  by  the 
end   of   July,    the   bulk   of   the   Apr. 
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26  options  will  go  down  the  drain. 

Suppose  an  investor  had  bought 
each  of  the  available  July  options  on 
Apr.  26.  His  total  outlay  would  have 
been  about  $7,600.  His  loss,  as  of 
July  1,  would  already  have  been  ap- 
proximately $3,800.  (In  estimating 
these  figures,  Forbes  assumes  pay- 
ment of  a  $25-per-option  commission 
going  in  and  a  second  $25-per-op- 
tion  commission  going  out.) 

Interestingly,  this  poor  showing  was 
not  due  to  any  precipitate  decline  in 
the  stock  market.  When  this  batch  of 
options  became  effective,  the  Stan- 
dard &  Poor's  industrials  were  at  120; 
the  S&P  ended  June  at  116.  A  minor 
loss  in  the  averages  thus  resulted  in  a 
near  wipe-out  for  the  option  holders. 

Which  illustrates,  of  course,  a 
prime  risk  in  buying  call  options.  In 
buying  a  stock,  you  take  the  risk  that 
a  stock  may  go  down.  Buying  an  op- 
tion carries  the  further  risk  that  the 
stock  may  go  up  too  small  an  amount 
to  recoup  the  price  of  the  option. 

Take,  for  example,  American  Tele- 
phone &  Telegraph  July  options. 
These  gave  the  holders  the  right  to 
buy  any  time  during  the  life  of  the 
option  100  shares  of  Telephone  at 
$50.  An  option  on  100  shares,  includ- 
ing commission,  would  have  cost 
$387.50.  Had  T  gone  to,  say,  56, 
the  option  could  be  exercised  and  the 
holder  would  have  realized  $82.50 
after  commissions,  a  modest  profit. 

As  of  the  end  of  June,  however,  T 
stood  at  just  51J8.  The  option  did 
have  some  value:  It  was  exercisable 
1/8  points  under  the  market  and  still 
had   30   days   or   so   to   run.    But    its 


June-end  price,  less  than  $150  per 
option,  still  left  the  holder  with  a  loss 
of  more  than  half  his  stake. 

Not  all  markets  will  be  flat  markets, 
of  course.  There  will  be  markets  that 
will  yield  handsome  profits  for  the 
lucky  option  holders.  But  this  early 
example  is  not  likely  to  prove  en- 
couraging. For  option-buyers  are 
learning  that  an  option,  unlike  a 
stock,  is  a  gamble  on  both  price  and 
on  timing. 

By  contrast,  the  writers  of  the  op- 
tions usually  do  a  lot  better  than  buy- 
ers. A  writer  is  the  man  who  stands 
behind  the  option;  the  man  who  owns 
or  has  promised  to  buy  the  shares 
necessary  to  back  the  option.  If  the 
Telephone  options  expire  worthless, 
the  fortunate  writer  will  pocket  a 
profit  of  about  $335  for  every  option 
contract  he  sold— and  he  will  still  own 
the  stock.  If  he  could  do  that  four 
times  a  year,  he  would  be  earning  a 
yield  on  Telephone  stock  of  26X  from 
options  in  addition  to  his  regular 
dividends. 

The  CBOE  options  have  many  ad- 
vantages over  call  options  in  the  past. 
There  is  a  regular  market  in  them: 
you  can  buy  or  sell  them  at  any  time. 
Thus  they  do  not  have  to  be  exer- 
ci.sed  to  yield  a  profit  or  salvage  part 
of  the  commitment.  These  attractions 
have  almost  destroyed  the  old  option 
market.  Larry  Botts  Jr.,  manager  of  the 
trading  department  at  Thomas,  Haab 
&  Botts,  says  business  is  half  of  what 
it  was. 

But  the  rule  in  options  has  always 
been:  Writers  usually  make  money; 
option  buyers  rarely  do.  And  for  all 
their  advantages  over  old-fashioned 
options,  the  CBOE  options  can't 
cliange  this  basic  ecjuation.   ■ 
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jain  or  loss 

Recent 

4/26 

Recent 

Per  100 

Stock 

Option 

Option 

Share 

Option 

Price 

Price 

Price 

Contract* 

American  Telephone     July/50 

51  Vb 

3y8 

liVifl 

$244 

Atlantic  Richfield     )uly/80 

85 

5V4 

6V4 

50 

Brunswick     july/20 

15Ve 

3^8 

•y.o 

419 

Eastman  Kodak     july/140 

136V2 

53/4 

2% 

388 

Ford  Motor     July/60 

54% 

5 

% 

488 

Gulf  &  Western     July/25 

IVk 

2 'A 

»/iO 

219 

Loews     July/25 

24  V2 

3V8 

1 

263 

McDonald's     July/60 

57V8 

7 

2 'A 

525 

Merck     July/100 

8978 

3V2 

V2 

350 

Northwest  Airlines     July/30 

19^8 

2V8 

Vio 

256 

Pennzoil     July/25 

19V2 

2 

=Ho 

231 

Polaroid     July/130 

1371/4 

8V4 

10 'A 

150 

SperryRand     July/40 

41 

3V8 

2 'A 

138 

Texas  Instruments     July/90 

85^4 

4V2 

BVb 

188 

Upjohn     July/75 

79y2 

7V4 

VIx 

25 

Xerox     Juiy/160 

1555/8 

5'/2 

BVa 

288 

'Gain  or  loss  figures  include  $50  commission  cost. 
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YOU  CAN  PLAY 
BETTER  TENNIS 


(\r 


AND  TENNIS  MAGAZINE  WILL  SHOW  YOU  HOW 
EVERY  MONTH  IN  THE  EXCLUSIVE  INSTRUCTION  PORTFOLIO 


club  cham- 
are  a  com- 
And  Tennis 


Striving  to  improve  your  perform- 
ance on  the  courts? 

Of  course. 

From  beginners  to 
pions,  tennis  players 
petitive,  with-it  group. 
Magazine  is  right  with  you,  present- 
ing the  kind  of  instruction  that  can 
help  you  improve  your  game. 

Every  issue  features  an  in-depth 
Instruction  Portfolio  that  covers 
every  phase  of  tennis  .  .  .  and  not 
only  /701V  to  execute  all  the  shots, 
but  the  strategy  involved  in  making 
them  winning  shots.  And  Tennis 
Tips  ...  a  new  monthly  series  of 
quick,  clear  instruction  messages 
.  .  .  an  important  supplement  to  the 
Instruction  Portfolio. 

You'll  learn  the  basics  and  new 
approaches  about  the  serve,  fore- 
hand, backhand,  overhead  and  vol- 
ley, how  to  play  the  net,  and  how  to 
adapt  your  game  to  doubles  and  to 
different  court  surfaces.  Plus  condi- 
tioning tips  and  exercise  programs 
that  help  you  maintain  the  edge  you 
need  to  play  your  best,  avoid  injury, 
and  get  full  enjoyment  out  of  tennis. 

Everything  included  in  the  In- 
struction Portfolio  is  first  reviewed 
and  approved  by  the  Tennis  Maga- 
zine Instructional  Advisory  Board* 
...  a  panel  of  tennis  all-stars  and 
top-notch  teachers  who  can  put 
across  the  right  way  to  do  just 
about  everything  in  your  game.  It's 
all  explained  with  straightforward 
language  and  clear,  concise  illus- 
trations, diagrams  and  photographs 
that  can  be  easily  applied  to  your 
game  or  practice  sessions  for  rapid 


•  The  Tennis  Magazine  Instructional  Advisory 
Board  reviews  and  approves  all  material  pub- 
lished in  the  monthly  Instruction  Portfolio.  Ad- 
visory Board  members  are:  Tony  Trabert,  Vic 
Seixas,  George  Lott,  Ron  Holmberg  and  Bill  Price. 


improvement  .  .  .  instruction  that 
will  enable  you  to  walk  off  the  court 
a  winner! 


IMPROVING 
YOUR  GAME... 

Tennis  Magazine  keeps  you  in- 
formed of  all  the  action  and  color 
of  this  great  sport  .  .  .  about  the 
stars  —  Stan  Smith,  Rod  Laver, 
Rookie  of  the  Year  Jim  Connors, 
Evonne  Goolagong  and  young  Chris 
Evert  —  and  the  great  tennis  clas- 


sics at  Wimbledon,  Forest  Hills  and 
the  Davis  Cup  and  World  Cham- 
pionship Tennis  matches. 

Tennis  Magazine  also  keeps  you 
up  to  date  on  the  latest  tennis  fash- 
ions, newest  trends  in  equipment 
and  tennis  camps  for  you  or  the 
youngsters.  Plus  colorful  features 
on  travel  and  resorts  for  that  tennis 
vacation,  business  reports,  tourna- 
ment schedules  and  statistics,  hu- 
mor and  news  of  the  other  racquet 
sports. 


As  a  special  introduction  to  Ten- 
nis Magazine,  the  coupon  below  or 
accompanying  postage-paid  card 
can  bring  you  savings  up  to  $2.03. 
That's  10  issues  of  Tennis  Magazine 
for  $2.97. 

Just  complete  the  coupon  or  card 
and  mail.  In  a  few  weeks  you'll  start 
receiving  Tennis  Magazine  .  .  .  with 
everything  you  need  to  begin  im- 
proving your  game  and  round  out 
your  knowledge  and  enjoyment  of 
tennis. 

□  Yes!  I'd  like  to  play  better  tennis. 
Enter  my  subscription  to  Tennis 
Magazine  at  the  special  intro- 
ductory rate. 

10  ISSUES 
FOR  $2.97 

(A  saving  of  $1.20  off  the  regular 
subscription  rate  and  $2.03  off  single 
copy  price.) 

NAME 


ADDRESS 


5030 


CITY 


STATE  ZIP 

□  Payment  enclosed  D  Bill  me  later 

tennis 

1255  PORTLAND  PLACE 
BOULDER,  COLORADO  80302 


I 

I  ,^1  A  publication  of  The  New  York  Times  I 
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Faces  Behind  the  Figures 


A  Kick  in  the  Ego 


Hartley  of  Union  Oil 


Fred  L.  Hartley,  president  of  Los 
Angeles'  Union  Oil  of  California,  is 
clearly  no  respecter  of  nonpersons. 
A  few  years  ago  he  outraged  the  en- 
vironmentalists by  opting  for  people 
over  some  birds  in  the  Santa  Barbara 
oil  spill.  Now,  if  given  a  chance,  he'd 
again  opt  for  people  over  Imperials, 
Cadillacs  or  Continentals.  Oilmen 
have  always  been  inclined  to  blame 
the  auto  industry  as  responsible  for 
the  nation's  energy  problems— which 
hasn't  improved  the  automakers'  tem- 
pers—and Hartley  has  always  been 
more  wilhng  to  do  so  than  most. 

Last  month,  in  fact,  in  testifying 
before  the  Senate  Commerce  Com- 
mittee on  the  proposed  motor  vehicle 
fuel  economy  act.  Hartley  took  issue 
with  the  proposal  to  require  Detroit 
to  increase  fuel  economy  on  new  cars 
by  13%  by  1976  and  by  25?  by  1978. 
"My  objection,"  said  Hartley,  "would 
be  that  these  goals  are  too  modest." 
The  first  and  simplest  solution,  he 
went  on,  would  be  to  cut  the  speed 
limit  by  10  miles  an  hour,  a  scheme 
that  would  reduce  fuel  consumption 
by  10%,  cost  motorists  nothing  and 
eliminate  the  current  gasoline  short- 
age for  about  one  year.  Additional  sav- 
ings could  also  be  made  by  modifying 
needlessly  high  pollution-control  stan- 
dards. But  Hartley,  predictably,  saved 


his  heaviest  artillery  for  Detroit. 

"As  we  strive  for  increased  energy 
efficiency,"  he  said,  "we  should  take 
a  look  at  foreign  car  manufacturers 
who  have  shown  that  cars  do  not 
have  to  be  heavy  to  be  comfortable 
*and  sell  well."  Increase  a  car's  weight 
by  1,000  pounds,  he  explained,  and 
you  lose  13%  in  fuel  economy.  Add 
100  horsepower,  and  you  lose  5%  to 
7%.  Install  power  steering,  and  you 
lose  3%  to  4%.  "With  fuel  economy 
in  total  decreasing  rapidly  with  each 
new  model  year,"  Hartley  concluded, 
"it's  time  to  call  a  halt  to  such  a 
runaway  condition."  And  obviously 
lighter,  lower-horsepower,  manually 
steered,  smaller  cars  alone  would  go  a 
long  way  toward  meeting  the  pro- 
posed 1978  25%  standard. 

"Certainly  I  think  a  minimum  tar- 
get should  be  18  miles  to  the  gallon, 
or  a  50%  increase,"  said  Hartley.  "This 
may  necessitate— and  why  not?— the 
elimination  of  the  gargantuan  models 
that  so  often  are  dedicated  to  ego." 
Free  enterpriser  that  he  is.  Hartley 
urged  Congress  to  specify  only  ends, 
not  means.  "I  do  not  believe  that  you 
should  tell  Detroit  how  to  build  its 
cars  to  achie\e  fuel  economy  and 
emission  standards.  You  tell  them  the 
results  you  want  and  let  them  work 
out  the  details."  ■ 


Like  Peas  in  a  Pod 

Making  money  building  nuclear 
power  plants  has  so  far  proved  next 
to  impossible.  Industry  giants  Gen- 
eral Electric  and  Westinghouse  have 
lost  an  estimated  $650  million  total 
trying.  The  industry's  smaller  fry,  like 
Combustion  Engineering,  have  lost 
their  share  too:  "To  date  we've  got 
two  running,"  says  CE  President 
Arthur  J.  Santry  Jr.  "As  far  as  I'm 
concerned,  they  were  our  entry  fee 
into  the  business." 

But  CE  is  making  some  moves 
that  could  break  that  profit  drought. 
For  one  thing,  it  has  recently  picked 
up  firm  orders  for  eight  new  nuclear 
plants,  moving  it  into  a  tie  for  third 
place  in  the  atomic  power  race  with 
23  plants,  equaling  the  23  for  Bab- 
cock  &  Wilcox.  Even  better,  six  of 
those  were  for  identical  systems  for 
Duke  Power,  the  largest  multiple- 
order  nuclear  contract  ever. 

"This  means  we'll  only  have  to  de- 
sign the  plants  once,"  says  Santry. 
"Sure  we'll  make  some  changes  on 
each  additional  system,  but  our  en- 
gineering costs  will  be  much  less  than 


if  we  had  to  design  six  entirely  dif- 
ferent .systems."  He  also  feels  CE  has 
a  good  chance  to  win  a  contract  for 
five  identical  plants  to  be  awarded 
shortly  by  Wisconsin  Electric  Power, 
the  first  of  perhaps  ten  such  con- 
tracts expected  in  the  next  few  years. 

Santry  could  also  squeeze  some 
profit  out  of  a  joint  deal  with  Siemens 
of  West  Gemiany  (see  p.  27)  to 
bid  on  the  engineering  and  design  of 
nuclear  plants  outside  the  U.S.;  the 
first  will  be  for  a  plant  in  Greece. 

If  building  nuclear  plants  suddenly 
does  turn  profitable,  it  couldn't  hap- 
pen at  a  nicer  time  for  Santry  and 
for  CE.  Since  he  became  chief  ex- 
ecutive in  1963,  the  company's  sales 
have  quadrupled  to  $1.1  billion, 
while  its  earnings  have  tripled  to 
$3.74  a  share.  But  its  profitability 
has  been  declining:  From  1970  to 
1972  CE's  return  on  equity  fell  from 
12.2%  to  8%,  well  below  the  indus- 
try average'  of  10.2%  (Forbes,  Jan. 
i ) .  It  was  the  burden  of  getting  into 
the  nuclear  power  business  that  de- 
pressed CE's  return;  it  would  be 
awfully  handy  if  it  could  spark  a 
turnaround.  ■ 


Santry  of  Combustion  Engineering 
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Ready  right  nofw. 

Creative  answers  to  control  problems. 

From  Johnson:  the  automation  speciahsts.  We're  always  innovating. 
With  a  steady  flow  of  better  answers  to  control  problems.  In  a 
broad  spectrum  of  fields:  heating,  ventilating,  air  conditioning, 
refrigeration,  water  systems,  air  compressors,  gas  appliances,  en- 
gines, pumps.  For  contractors,  the  service  trades  and  original 
equipment  manufacturers. 

Just  one  example:  for  rooftop  air  conditioning  units,  our  Penn  Con- 
trols division  can  supply  gas  ignition  devices,  gas  valves,  controls 
for  electric  heat,  hydronics,  air,  pressure,  lube  oil  protection  and 
capacity.  Not  to  mention  damper  actuators,  duct  thermostats,  re- 
mote bulb  thermostats,  limit  controls,  solid  state  room  sensors, 
room  thermostats,  humidity  controls. 

The  choice  is  equally  varied  for  other  applications.  Whatever  the 
problem,  we're  ready  right  now  with  the  broadest  line  of  controls 
and  system  packages  in  the  field.  Finding  new  ways  to  do  things 
automatically  is  our  business. 


JOHNSON 

SERVICE  COMPANY 

MILWAUKEE,   WISCONSIN  -53201 


Faces  Behind  the  Figures 


Hir.  Median 

What  is  the  typical  big-company 
chief  executive  like?  we  asked  our 
computer.  After  digesting  the  data  on 
the  849  CEOs  listed  in  our  May  15 
Chief  Executive  Roster,  the  computer 
replied:  Statistically,  he  was  born  in 
a  small  midwestern  town,  went  to 
public  high  school,  then  to  a  non-Ivy 
League  college.  He  is  Presbyterian, 
Republican,  the  father  of  two  chil- 
dren. He  reached  the  top  of  his  com- 
pany by  a  steady  climb  through  the 
ranks.  He  makes  about  $225,000. 

Is  such  a  man  a  .^atistical  ghost? 
No,  he  really  exists.  His  name  is  Wil- 
liam A.  Buzick  Jr.,  president  of  Chi- 
cago-based Consolidated  Foods,  a  $1.7- 
billion  consumer-oriented  conglomer- 
ate. Buzick  fits  the  statistical  profile 
like  a  hand  fits  a  glove.  (Exception: 
He  did  not  rise  through  the  ranks.) 
Reporter  Patricia  Dreyfus  Qew  to  Chi- 
cago to  have  a  talk  with  this  "typical" 
corporate  boss.  She  reports: 

Bill  Buzick  was  born  52  years  ago 
in  the  little  mid-America  Kansas  town 
of  Sylvan  Grove,  where  his  grand- 
father had  founded  a  ranch  and  a 
bank  in  the  1870s.  His  father  was 
the  bank's  president,  one  uncle  a  vice 
president.  Other  uncles  were  country 
lawyers.  Bill,  an  only  child,  seemed 
headed  for  the  bank.  He  entered  the 
University  of  Kansas  in  1938  and  had 
chosen  a  history  major.  But  World 
War  II  broke  out,  carrying  him  to  the 
Pacific  for  four  years  aboard  the  de- 
stroyer U.S.S.  Dewey. 

Back  from  the  wars,  Buzick  got  from 
an  old  family  friend  "the  best  advice 
I  ever  had:  'Sail  your  own  ship.'  With- 
in a  month  I  was  in  law  school  at 
Washburn  University." 

After  graduation  he  hung  up  his 
shingle  in  nearby  Salina,  Kan.  But 
within  a  few  months  his  grandfather 
died  and  left  him  a  controlling  inter- 
est in  San  Francisco's  Shasta  Water  Co. 
He  went  West  to  sell  the  company, 
but  "I  found  it  wasn't  easy  to  sell  a 
company  that's  losing  money"— 
$250,000  a  year  on  $500,000  reve- 
nues. He  felt  a  duty  to  set  it  right; 
and  15  years  later,  that  job  long  since 
done,  he  was  still  there.  Bill  Buzick 
was  then  45.  A  comfortable  but  limit- 
ed life  seemed  to  stretch  ahead.  But 
fate  offered  him  another  chance. 

Shasta  had  been  bought  by  Con- 
solidated Foods.  Consolidated's  chair- 
man, Nathan  Cummings,  was  so  im- 
pressed by  Buzick's  job  at  Shasta  that 
he  asked  Buzick  to  become  executive 


vice  president  and,  later,  president  of 
the  parent  company. 

Buzick  accepted  because,  he  says, 
"I  have  very  little  patience  with  a 
guy  who's  afraid  to  walk  through  a 
door  because  he  doesn't  know  what's 
on  the  other  side."  He  did  hesitate 
about  the  effect  the  move  would  have 
on  his  young  son  and  daugther,  but 
he  soon  stopped  worrying:  "Perhaps 
this  is  rationalizing,  but  my  children 
are  going  to  have  to  live  in  this 
changing  world,  and  they're  going  to 
have  to  get  used  to  having  their  ears 
knocked  down  now  and  then." 

Bill  Buzick  believes  in  work.  He 
takes  a  full  briefcase  home  almost 
every  night,  works  an  a\'erage  of  eight 
hours  per  weekend,  and  even  on  va- 
cations spends  a  few  hours  each  morn- 
ing going  over  mail  and  dictating  re- 
plies. "I  couldn't  relax  with  a  mental 
picture  of  things  piling  up  and  not 
knowing  what's  going  on,"  he  says. 

Above  all,  he  believes  in  persever- 
ance and  dedication:  "There  are  two 
basic  philosophies  in  a  corporation," 
he  says.  "One  takes  the  line  that 
what's  best  for  me  is  best  for  the  cor- 
poration—that's the  hare,  the  guy  that 
runs.  But  the  guy  that  takes  the  posi- 
tion that  what's  best  for  the  corpora- 
tion is  best  for  him,  is  the  one  who 
breaks  the  tape." 

Some  years  ago  Buzick  lost  interest 
in  his  one  hobby,  antique  guns;  but 
he  still  manages  to  read  about  one 
novel  a  week,  and  to  see  an  occasional 
movie— preferably  a  historical  movie, 
or  one  in  which  a  man  triumphs  over 
nature  or  over  an  unfair  number  of 
bad  guys.  He  is  not  gregarious;  he 
belongs  to  no  country  clubs,  and  keeps 
his  weekends  free  of  outside  social 
engagements.  He  has  always  pre- 
ferred individual  games— handball, 
tennis,  swimming— to  team  sports. 

He  deplores  today's  permissiveness 
and  self-indulgence,  trends  he  blames 
for  laying  low  Roman  society.  But  at 
the  same  time  he  admires  the  "sense 
of  values"  in  today's  young  people: 
"It  comes  from  their  being  much 
more  knowledgeable  than  we  were. 
My  son  has  been  all  over  the  country 
and  back  and  forth  to  Europe.  When 
I  was  16,  I  thought  the  world's  tallest 
building  was  the  Windsor  Hotel  in 
Lincoln,  Kansas." 

Watergate?  Despite  his  basic  con- 
servatism, he  thinks  the  washing  of 
dirty  linen  may  be  a  good  thing,  if  it 
awakens  people  to  the  creeping  de- 
cline in  U.S.  moral  standards. 

While  open-minded  about  young 
people  and  about  Watergate,  Buzick 


Buzick  of  Consolidated  Foods 

does  worry  about  the  attacks  on  busi- 
ness. "People  don't  understand  what 
profit  really  is,"  he  says,  leaning  for- 
ward earnestly.  "Consumers  are  en- 
titled to  safety  and  to  quality,  and 
they're  entitled  to  be  informed  and 
to  the  right  of  choice  and  the  right 
of  redress,  but  not  for  nothing.  They 
have  to  pay  for  it,  because  if  they 
don't  and  there's  a  deterioration  in 
the  profit  system,  then  our  entire  sys- 
tem is  going  to  go  by  the  boards." 

Does  he  regret  the  time  lost  from 
his  family  with  his  long  hours  and 
dedication  to  work?  "Of  course.  But 
I  think  holding  a  senior  position  in 
a  large,  publicly  held  corporation  in- 
volves sacrifice,  both  on  your  family's 
part  and  on  yours."  Does  he  ever 
question  his  direction?  "Never,  be- 
cause I  think  the  best  way  to  teach 
is  by  example.  I  don't  really  care  as 
much  if  my  children  are  proud  of  me 
as  that  I'm  establishing  by  example 
that  we  must  add  to  productivity." 

We  can't  say  whether  or  not  Bu- 
zick's views  and  his  life-style  arc  typi- 
cal of  the  men  who  run  America's 
large  corporations.  But  we'd  bet  that 
a  good  many  of  them  think  and  live 
as  he  docs.  ■ 
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Rags  to  Riches 

What  sets  Ben  Shaw  apart  from 
your  ordinary  self-made  millionaire  is 
that  he  got  rich  betting  on  hemlines. 

Shaw,  a  courtly,  Cardin-tailored 
gentleman  of  74,  has  invested  some 
$4  million  in  many  of  the  fashion 
world's  biggest  designers— Oscar  de  la 
Renta,  Geoffrey  Beene,  Donald 
Brooks,  Malcolm  Starr.  He  is  haute 
couture's  haute  capitalist.  His  most 
recent  and  hottest  protege  is  Halston, 
designer  of  the  year  and  a  longtime 
Jackie  O  favorite. 

Of  course,  backing  designers  is 
risky.  But  as  a  result,  Shaw  has  no 
real  competitors.  In  fact,  he  spends 
most  days  on  New  York's  Seventh 
Avenue  traveling  from  one  designer- 
partner  to  another,  ducking  phone 
calls  from  every  Paul  Paulerman  who 
aspires  to  become  Pablo  of  Spain. 

But  once  a  designer  is  established 
—and  if  he  has  that  certain  something 
Shaw  calls  "class"— Shaw  and  the  de- 
signer may  form  a  joint  company,  with 
Shaw  the  guardian  angel  in  charge 
of  all  business  worries.  He  treats  the 
designer  like  a  Hollywood  star  ("Ben 
spared  me  any  bad  news,"  says 
Geoffrey  Beene)  and,  above  all,  pro- 
vides   capital— up    to    $1    million    per 


season.  In  return,  Shaw  keeps  two- 
thirds  of  the  company's  stock,  which 
has  made  him  far  richer  than  most  of 
his  designers. 

Shaw  learned  the  rag  game  at  his 
mother's  knee,  and  later  quit  high 
school  to  work  in  his  family's  New 
York  dress  factory.  On  his  first  job  out- 
side the  family,  he  was  fired  and  re- 
hired four  times:  "I  had  a  lot  to 
learn."  He  learned  it  by  starting  his 
own  company,  and  then  by  teaming 
up  with  designer  Pierre  Balmain. 

He  stuck  with  haute  couture  until 
the  coming  of  the  Pepsi  generation, 
then  switched  to  guys  like  Halston, 
who  has  sold  $2  million  worth  of 
his  famed  suede  shirtwaist.  But  Shaw 
notes  quickly  that  he  can  goof,  too: 
He  turned  down  Pucci  just  before  he 
started  selling  his  geometric  prints  in 
geometrically  increasing  quantities. 

Today  Shaw's  business  seems  better 
than  ever,  with  big  corporations  like 
General  Mills  and  Borden  buying  de- 
sign firms  like  David  Crystal  and  Alex 
Colman.  This  growing  corporate  in- 
terest in  fashion  is  ready-made  for 
Shaw,  so  to  speak.  He  recently  sold 
his  share  of  Oscar  de  la  Renta  to 
Richton  International  for  close  to  $1 
million.  And  he  still  holds  two  nifty 
properties— Halston  and  Brooks— and  is 


Shaw  of  Seventh  Avenue 

rumored   to   be   angling   for   a  third, 
Yves  St.  Laurent. 

But  that's  only  money.  What  really 
counts,  Shaw  insists,  is  that  he  has 
devoted  his  life  to  his  first  love.  "I've 
always  been  dazzled  by  designers' 
clothes."  ■ 


Ratajczak  of  U.C.LA. 


''The  lUarket 
Will  Rebound'' 

Most  people  are  suckers  for  predic- 
tions. How  else  can  you  explain  the 
nation's  abundance  of  popular  seers, 
gypsies  and  economic  forecasters? 

In  business  forecasting,  of  course, 
the  modern  crystal  ball  is  a  high- 
speed computer  stufted  with  reams  of 
government  statistics.  The  resulting 
predictions  are  nothing  if  not  logical. 
Which  is  to  say  they  are  nothing 
much,  for  life,  as  we  all  know,  is 
both  illogical— and  unpredictable. 

Take  Donald  Ratajczak  of  the 
U.C.L.A.  Business  School,  one  of  the 
nation's  noted  economic  forecasters. 
One  day  last  month  Ratajczak  an- 
nounced his  regular  quarterly  eco- 
nomic forecast.  That  night  President 
Nixon  announced  his  regular  quarter- 
ly economic  rescue  plan— this  time. 
Phase  SVz  and  Freeze  2.  That  sent 
Ratajczak  scrambling  back  to  his  com- 
puter. The  next  day  he  brought  forth 
12  major  revisions  in  his  day-old  pre- 
dictions. Among  other  things,  he  now 
says  corporate  profit  margins,  cash 
flow,    capital    outlays    and    consumer 


goods  spending  will  all  tighten  up 
more  than  anticipated.  Specifically, 
consumer  prices  will  increase  4.8% 
this  year,  not  5.1%  as  previously  pre- 
dicted; next  year's  increase  will  be 
only  3.7%. 

The  "jiggling"— as  the  burly  eco- 
nomics professor  called  it— didn't  seem 
to  bother  him.  Nixon's  new  price 
freeze  wasn't  really  unexpected,  he 
observed.  Something  had  to  happen 
when  prices  were  rising  so  much  fast- 
er than  wages. 

Ratajczak  freely  admitted  that  fore- 
casting is  partly  an  "art."  But  he  added 
that  his  "econ  mietric  model"  ap- 
proach was  at  least  scientific  enough 
to  allow  him  to  pinpoint  the  econo- 
my's major  turning  points  as  well  as 
predict  the  annual  gross  national  prod- 
uct changes  within  10%. 

By  the  way,  in  case  you're  curious, 
Ratajczak  went  on  to  make  a  few 
more  predictions.  He  says  a  recession 
in  1974  "is  not  terribly  likely."  And 
he  indicated  that  the  stock  market 
will  rebound  once  new  developments 
stop  making  news  (unless,  of  course, 
there's  a  constitutional  crisis).  Now 
that's  a  prediction  you  can  sink  your 
teeth  into.  ■ 
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Xerox  introduces 

the  3100. 
Such  a  hig  number 

fbrsudi 
a  small  copier. 

Sure,  3100  is  a  large  number  for  a 
not-so-large  copier. 

But  you  have  to  consider  the  number  of 
things  it  can  do. 

Since  it  comes  on  wheels  and  plugs  into 
any  ordinary  wall  socket,  you  can  move  it 
w^herever  there's  w^ork  for  it. 

It  uses  a  new  easy-to-load  cassette,  so  you 
can  change  paper  in  seconds. 

And  just  fike  bigXerox  copiers,  it  can 
even  handle  bulky  bound  volumes,  light 
originals  and  hard-to-copy  photographs. 


XEROX®  and  3100  are  tradi^rks  of  XEROX  CORPORATION. 


All  of  Avhich  means  it's  as  versatile  a  copier 
as  you  can  find,  regardless  of  size. 

So  we  present  the  Xerox  3100  compact 
copier. 

When  you  add  it  all  up,  maybe  3100  is  too 
small  a  number  for  a  copier  diat's  going  to 
be  so  big. 

Xerox.  The  duplicating,  computer 
systems,  education,  telecommunications, 
micrographics,  copier  company. 

And  to  think  you  knew  us  when.     XEROX 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 

Forbes  knows 


The  Funds 


Right  at  the  Wrong  Times 


Look  at  the  battered  mutual  fund  industry  and  what 
group  of  funds  is  one  of  the  most  battered  of  all?  The 
Value  Line  group. 

Arnold  Bernhard  &  Co.,  which  publishes  the  respected 
Value  Line  surveys,  also  manages  five  mutual  funds:  the 
Value  Line  Fund  (assets:  S43.7  million).  Value  Line  Income 
Fund  ($77.2  milhon).  Value  Line  Special  Situations  Fund 
($103  million).  Value  Line  Leveraged  Growth  Investors 
($4.8  million)  and  the  closed-end  X'alue  Line  Develop- 
ment Capital  Corp.  ($19.3  million). 

How  bad  is  bad  in  a  down  market?  The  Value  Line 
Capital  Development  Corp.'s  net  asset  value  has  skid- 
ded over  60%  since  1968.  Moreoxer,  the  fund  now  sells 
on  the  open  market  at  a  stunning  53%  discount  from  net 
asset  value.  The  reason:  The  fvmd  is  loaded  with  letter 
stock,  some  82%  of  the  portfolio  at  the  end  of  1972. 

The  Special  Situations  Fund  is  off  74%  from  its  1968 
net  asset  value;  off  38%  since  the  1972  year's  end.  The 
Value  Line  Fund,  55%  and  32%  respecti\ely;  the  Income 
Fund,  41%  and  17%;  the  Leveraged  Fund,  started  early 
last  year,  has  slumped  48%  since  inception.  The  Income 
Fund,  which  should  be  doing  well  considering  the  juicy  in- 
terest rates  around,  is  actually  doing  poorly  vis-a-vis  other 
income  funds  because  it  has  over  50%  of  its  assets  in  high- 
yielding  common  stocks  that,  yield  or  no,  have  suffered 
in  the  recent  decline. 

Not  surprisingly,  all  the  funds  are  suffering  from  net 
redemptions.  The  Special  Situations  Fund,  for  example,  has 
had  this  year  $1  million  of  sales,  vs.  $12  million  of  redemp- 
tions; Value  Line  Fund  $3.2  million,  vs.  $7.3  million;  the 
Income  Fund,  $4.3  million,  vs.  $5.3  million. 

Moreover,  this  recent  poor  performance  does  not  follow 
any  brilliant  past  performance.  In  the  1972  Forbes  Mu- 
tual Fund  Survey,  the  Value  Line  Fund  had  a  respectable  B 
for  up  markets  but  a  poor  F  in  down  markets,  the  Value 
Line  Income,  D  and  C,  and  the  Special  Situations,  A  and  F. 

Why  such  a  miserable  record?  * 

To  get  some  answers,  Forbes  visited  Arnold  Bernhard's 
spacious  Connecticut  estate.  A  dapper  71,  Bernhard  told 
us  his  side  of  the  story.  What  it  boiled  down  to  was  this: 
Bernhard  did  some  very  wrong  things  for  some  very  right 
reasons.  His  timing,  in  short,  was  terrible. 

"Through  1955-68  I  believed  that  the  stock  market  was 
overvalued."  By  his  own  rather  fundamentalist  lights,  Bern- 
hard  was  perfectly  correct.  In  embracing  the  cult  of 
growth,  the  stock  market  abandoned  the  traditional  price/ 
earnings  guidelines  it  had  followed  for  decades.  Experi- 
ence—and Bernhard  has  had  45  years  of  experience— taught 
that  such  divergences  sooner  or  later  corrected  themselves. 

But  timing  is  the  thing.  Bernhard  hadn't  realized  that 
the  market  could  diverge  from  traditional  values  for  as  long 
as  13  years.  "I  believe,"  he  says,  "that  there  is  such  a  thing 
as  value  independent  of  price.  I  just  assumed  that  the 
growth  rate  of  those  years  could  not  be  sustained.  Even 
when  it  was  sustained  and  I  was  proved  wrong,  stock 
prices  still  got  too  far  ahead  of  value;  they  overdiscount- 
ed  the  growth." 

So  the  Value  Line  funds  missed  a  good  part  of  the  heady 
growth  of  the  Sixties.  The  funds  retained  a  heavy  cash 
position,  roughly  30%.  "This  penalized  us  very  heavily  in 
the  bull  market." 

But  everyone  knows  what  has  happened  to  the  stock 
market  since.  How  come  Bernhard's  funds  didn't  then  cash 


Bernhard  of  Value  Line 


in  on  his  bearishness? 
"The  great  blunder 
of  my  business  life,"  he 
calls  it.  "I  finally  suc- 
cumbed. After  Presi- 
dent Johnson  said  he 
wouldn't  run  for  re- 
election, I  reinvested 
our  cash,  temporarily, 
I  thought.  I  felt  there 
would  be  an  anticipa- 
tion that  the  war  would 
end"  and  the  market 
would  rally. 
It  did. 

But    Bernhard    tried 
to     ride     the     market 
rally    much    too    long. 
Along    came    1969-70. 
"It  was  too  difficult  to  reestablish  the  cash  position." 

Bernhard's  tale  of  woe  ends  not  here,  however.  He 
foresaw  the  market  turnaround  in  1970.  But  he  didn't 
foresee  that  the  high-grade  growth  stocks  would  get  all 
the  play.  "We  switched  from  our  high-grade  stuff  into  high 
beta  stocks  [volatile  stocks  expected  to  do  better  than  av- 
erage in  an  up  market].  The  most  aggressive  stance  pos- 
sible. We  became  extremely  aggressive." 

That  aggressive  stance,  as  in  1968,  worked  for  a  few 
months.  "Then,  even  though  earnings  gained  faster  than 
we  expected,  the  prices  of  those  stocks  went  down." 

An  overvalued  market.  Now  an  under-valued  market.  Is 
there  such  a  thing  as  a  "properly  valued"  market? 

"Yes,"  Bernhard  shot  back.  "Most  of  the  time.  But  you 
almost  might  say  that  there  is  no  such  thing  as  proper 
value  in  the  last  20  years." 

So  Bernhard  is  a  fundamentalist— most  of  the  time— 
and  has  suffered.  But  why  do  two  of  his  funds  have  so 
many  restricted  securities  in  their  portfolios?  Why  is  there 
a  Special  Situations  Fund,  for  example? 

"Special-situation  investing  is  quite  compatible  with  fun- 
damental analysis,"  Bernhard  stoutly  maintains.  "The  only 
difference  is  that  it  depends  upon  the  success  of  an  un- 
tried stratagem,  management,  etc.  It's  something  for 
which  there  is  no  pattern  in  the  past  to  give  guidance." 

Bernhard  certainly  believes  in  his  investment  approach, 
noting  that  his  family  and  his  company  are  the  largest 
shareholders  in  all  the  funds,  holding  about  5%  of  the  out- 
standing shares  of  the  Value  Line  Fund,  almost  2%  of  the 
Special  Situations  Fund  and  1%  of  the  Income  Fund. 

Last  year,  in  fact,  Development  Capital  repurchased 
about  10%  of  its  outstanding  shares.  "I  didn't  know  of  any 
surer  way  of  doubling  our  money  eventually  than  buying 
that  fund.  Yes,  we've  lost  so  far." 

Twenty  years  of  fighting  markets.  It  isn't  that  Bern- 
hard  hasn't  been  right;  he  simply  hasn't  been  right  at  the 
right  times.  Any  wonder  investors  would  rather  switch? 

Despite  the  funds'  recent  shrinkage,  they're  still  big 
enough  to  attract  the  acquisitive  glances  of  big  mutual 
fund  organizations.  Dreyfus  Corp.  (fund  assets:  $2.3 
billion)  recently  approached  Bernhard  about  acquiring 
the  funds,  and  maybe  the  publishing  service,  too  (Dreyfus 
President  Jerome  Hardy  is  a  onetime  Life  publisher). 

Value  Lion?  Probably  not.  Bernhard  has  worked  too  long 
to  stop  now.  "As  a  matter  of  pride,"  he  says,  "I  wouldn't 
haul  the  flag  down  now." 

Especially  not  for  a  somewhat  mangy  lion.   ■ 
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This  anyiouncement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUE  June  21, 1973 

$250,000,000 

The  Mountain  States  Telephone  and  Telegraph  Company 

(Mountain  Bell) 

Forty  Year  7^%  Debentures,  Due  June  l,  2013 


Price  100% 

plus  accrued  interest  from  June  1, 1973 


Copies  of  the  Prospectus  may  be  obtained  i7i  any  State  from 
only  such  of  the  several  underwriters,  including  the  under- 
signed, as  may  lawfully  offer  these  securities  in  such  State. 


BIyth  Eastman  Dillon  &  Co. 

Incorporated 

The  First  Boston  Corporation 

Halsey,  Stuart  &  Co.  Inc. 


Lehman  Brothers 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers 
E.  E  Hutton  &  Company  Inc.  Weeden  &  Co.  John  Nuveen  &  Co. 

Incorporated  Iiiroriioralrd 

Wm.  E.  Pollock  &  Co.,  Inc.  L.  E  Rothschild  &  Co.  Tucker,  Anthony  &  R.  L.  Day 

Faulkner,  Dawkins  &  Sullivan  Advest  Co.  Elkins,  Morris,  Stroud  &  Co. 

Securities  Corp. 

First  of  Michigan  Corporation         McMaster  Hutchinson  &  Co.         Bacon,  Whipple  &  Co. 
Stone  &  Youngberg  Sutro  &  Co. 

Inrorporaled 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  fOepf.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


Positives 
In  Negatives 


There's  NOxmNG  like  a  bear  market 
to  develop  negatives.  Any  serious  de- 
cline in  stock  prices  has  to  be  ration- 
alized, and  the  same  writers  who 
rationalized  the  preceding  bull  mar- 
ket are  right  here  to  do  it.  After  all, 
one  must  "write  with  the  market"  if 
one  is  to  be  read.  That's  the  first 
principle  of  financial  journalism. 

After  sJK  months  when  all  small 
rallies  have  died  aborning,  negatives 
become  a  habit;  and  anything  posi- 
tive (or  bullish)  lacks  caste.  Indeed, 
most  of  the  positive  things  are  swept 
under  the  rug  simply  because  they 
are  contrary  to  the  trend.  Every  con- 
cept, theory  or  story  that  is  bullish 
is  graded  down  on  the  assumption 
that  all  things  are  working  together 
for  the  bad.  I  don't  mean  that  the 
news  and  market  letters  are  doctored. 
It  is  just  that  those  who  write  mar- 
ket pieces  become  infected  by  long 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


exposure  to  the  disease  of  pessimism. 
Because  of  their  trying  experiences 
and  in  spite  of  their  constitutional 
hopefulness,  investors  and  speculators 
become  infected  with  the  same  mal- 
ady. If  they  listen  to  the  positives  at 
all,  they  are  suspicious  rather  than 
optimistic.  The  negatives  gain  credu- 
lity because  they  seem  to  work  while 
the  positives  fail.  Thus  a  bear  market 
feeds  on  itself  till  the  fodder  ceases 
to  be  nourishing.  It's  a  long  process, 
but  eventually  the  negatives  become 
ineflFective,  and  the  positives  begin  to 
take  over.  It  is  impossible  to  time  ex- 
actly when  this  happens;  and  it  usu- 
ally happens  gradually,  not  overnight. 

An  Undervalued  Dollar 

It  is  time,  however,  to  begin  to 
look  at  some  of  these  submerged  and 
denigrated  positives.  In  the  first  place, 
the  dollar  is  not  the  worst  currency 
in  the  world.  In  fact  it  has  main- 
tained its  domestic  buying  power  as 


well,  or  better,  than  any  other  world 
currency.  Anyone  who  is  traveling 
abroad  has  discovered  that.  More- 
over, for  the  foreign  countries  the 
American  dollar  has  begun  to  buy 
more  and  more,  tending  to  improve 
our  balance  of  trade  and  making 
American  stocks  increasingly  attrac- 
tive to  investors  in  Europe  and  Japan. 

As  a  matter  of  fact,  Washington 
has  the  power  at  any  time  to  stop  this 
deterioration  in  the  foreign  value  of 
the  dollar  by  selling  a  small  amount 
of  our  $35  billion  (at  recent  prices) 
in  gold  reserves  and  breaking  the 
world  gold  market  wide  open.  Noth- 
ing has  hurt  the  stock  market  as  much 
as  daily  rises  in  the  price  of  gold  and 
consequent  daily  declines  in  the  over- 
seas value  of  the  dollar.  This  won't 
go  on  forever,  because  we  have 
reached  the  point  where  the  dollar 
is  actually  undervalued.  There  is  a 
positive  in  this  big  negative. 

The  second  prominent  negative  is 
high  and  rising  interest  rates.  Higher 
interest  rates,  it  should  be  remem- 
bered, are  the  most  effective  element 
in  fighting  inflation.  These  high  rates 
are  being  brought  about  as  much  by 
money  management  design  as  by  the 
operation  of  an  unfettered  law  of  sup- 
ply and  demand.  They  are  a  positive 
factor  for  investors  who  are  seeking  a 
higher  return  on  their  money.  It  is 
now  easy  for  money  to  earn  7%%  or 
more  in  good  bonds  or  7%  or  so  in 
good  electric  utility  shares.  I  will  ven- 
ture the  opinion  that,  even  if  money 
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Muluol  Fund 

Yields 

FundScope,  the  national  monthly  mutual  fund 
magazine,  takes  a  close  look  at  the  current 
yields  of  mutual  funds  and  comes  up  with  some 
timely  data. 

In  its  recent  computations,  FUNDSCOPE  lists 
more  than  20  funds  (No  Load  and  Load)  with 
current  yields  ranging  from  5%  to  over  7%. 
These  include  Income  Funds,  Bond  Funds,  Pre- 
ferred Stock  Funds,  Convertible  Bond/Preferred 
Stock  Funds,  and  funds  investing  in  U.S.  Gov- 
ernment Securities.  Some  of  these  high-yield 
funds  also  have  Growth/Appreciation  as  their 
secondary  investment  objective.  Their  past  rec- 
ords for  both  Growth  and  Income  are  detailed 
in  FundScope.  In  the  past,  the  downside  risk  of 
these  selected  funds  usually  has  been  consider- 
ably less  than  the  higher-risk  growth  common- 
stock  funds. 

SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  just  $22  for  a  3-month  trial  subscription  to 
FundScope  including  4  bonus  reports  at  no  extra 
cost:  (1)  the  56-page  analysis  "Which  Funds 
Were  Top  Performers?"  (2)  "Are  NO-LOAD  Funds 
a  Bargain?" — a  special  64-page  survey,  (3)  the 
45-page  report  "Which  Funds  Performed  Well  in 
Up  and  Down  Markets?",  AND  (4)  FundScope's 
April  1973  MUTUAL  FUND  GUIDE,  the  564-page 
book  with  all  the  vital  data  you  need  on  over 
450  Load  and  No-Load  funds  (GUIDE  ALONE 
SELLS  FOR  $20). 

ACT  NOW:  Mail  your  $22  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $60  (10-day  returnable  guar- 
antee). Include  ZIP.  No  salesman  will  call.  Not 
available  on  newsstands. 

FundScope 

Dept.  F-54,  Suite  700 

1900  Avenue  of  the  Stars 

Los  Angeles,  California  90067 


THE  DIAMOND  OF  HER  DREAMS 
at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  Yt  to  V^  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-paKe  CataloK! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66»h  fl. 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

Name 

Address Zip 


THE  TECHNICAL  REVIEW 
by  JOHN  W.  SCHULZ 

Courtesy  copy  available  from 


ABRAHAM  &COJNC 

Members  New  York  Stock  Exchange,  Inc. 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


rates  go  a  little  higher,  bonds  bought 
at  these  prices  will  not  only  prove  a 
good  investment  but  will  also  pro- 
vide the  buyer  with  capital  gains. 

The  third  negative,  and  the  one 
which  is  stressed  every  day  in  the 
press,  is  Watergate.  I  have  been  a  dis- 
admirer  of  Mr.  Nixon  ever  since  the 
Alger  Hiss  incident  (prejudiced,  you 
see),  but  regardless  of  his  connec- 
tion with  this  stupid  and  disgraceful 
Watergate  matter,  I  am  of  the  firm 
opinion  that  he  will  not,  and  should 
not,  be  impeached.  This  thing  will 
gradually  quiet  down,  and  the  after- 
math of  it  will  be  much  cleaner  pol- 
itics and  future  campaign  financing, 
with  no  excess  funds  available  for 
chicanery.  This  soon  will  be  an  anti- 
negative  and,  eventually,  a  positive. 
I  rate  Mr.  Nixon's  foreign  policy  as 
a  huge  positive. 

The  fourth  negative,  to  me  at  least, 
is  the  public  pressure,  to  which  Wash- 
ington has  lately  yielded,  to  monkey 
with  the  law  of  supply  and  demand. 
Price  ceilings  in  scarce  commodities, 
such  as  food  and  gasoline,  immo- 
bilize incentives  to  increase  produc- 
tion. There's  no  real  remedy  for  short- 
ages but  production.  I  have  enough 
faith  in  the  trained  and  talented  econ- 
omists in  Washington  to  think  that 
they  know  this  and  will  recognize  it. 
We  will  have  to  pay  more  for  gasoline 
and  fuel  oil  if  we  really  want  them  in 
accustomed  abundance. 

Cheaper  Equities 

The  fifth  negative  is  really  a  posi- 
tive in  itself.  Almost  all  the  bunk 
about  emerging  growth  companies  has 
been  washed  out  of  the  market  in  a 
decline  which  has  been  especially 
cruel  to  the  get-rich-quick  cult.  Inci- 
dent to  it,  price/ earnings  multiples 
for  good  quality  conventional  stocks 
have  been  marked  back  to  the  values 
available  in  the  1947-55  period  when 
the  DJI  often  sold  at  6.5  to  10  times 
earnings.  Most  of  the  fallen  angels  are 
still  not  cheap,  partly  becau.se  of  ab- 
surdly large  capitalizations,  so  it  is 
probably  too  early  to  prospect  in  the 
junkyard.  On  the  other  hand,  most 
good  equities,  on  any  traditional  stan- 
dard, are  cheaper  than  they  have 
been  in  years. 

All  this  does  not  mean  that  we  are 
going  back  into  a  raging  bull  market, 
now  or  for  some  years  to  come.  This 
generation  has  speculated,  and  it 
probably  won't  speculate  again— not 
as  it  did  in  the  late  Sixties  and  early 
Seventies.  Instead,  it  will  invest  and 
be  .sensible,  at  least  relatively.  The 
stock  market  is  now  in  a  position 
where  it  has  overstres.sed  the  nega- 
tives and  understressed  the  positives. 
We  are  slowly  l)ringing  the  rate  of  in- 
flation into  a  little  better  control,  but 


we  are  not  going  to  deflate  and  suffer 
the  intolerable  consequences.  Neither 
America  nor  any  other  country  wants 
that,  or  will  stand  for  it. 

A  few  highly  selective,  positive, 
specific  ideas  are  in  order.  R.M.  Par- 
sons (34)  has  been  moving  against 
the  market.  This  company  has  an  ap- 
pealing potential  in  the  area  of  con- 
^  tracts  for  the  building  of  oil  refiner- 
ies and  plants  to  produce  nonferrous 
metals.  It  is  a  specialist,  incidentally, 
in  the  area  of  antipollution  products. 
.  .  .  Pullman  (64)  is  building  up  a 
huge  backlog  of  unfilled  orders  for 
freight  cars.  The  railroads  are  suffer- 
ing from  a  car  shortage,  especially  cars 
to  handle  grain  and  fertilizer.  The 
company  has  plenty  of  room  to  in- 
crease dividends  under  the  new  guide- 
lines. .  .  .  Over  the  next  few  years 
there  are  prospects  for  great  demand 
for  heavy  steel  plates  for  nuclear  ves- 
sels, LPG  ships  to  import  natural  gas, 
and  ships  generally.  Equipped  to  meet 
this  demand  are  U.S.  Steel  (29),  Beth- 
lehem Steel  (27),  Lukens  Steel  (21). 

Airlines  are  essentially  high  leverage 
issues  because  of  their  heavy  funded 
and  unfunded  debts.  There  has  been 
much  bad  news  about  them  of  late, 
and  the  shares  have  taken  a  beating. 
If  there  is  to  be  a  shortage  of  gasoline 
for  automobiles,  airline  traffic  will  in- 
crease. The  shortage  of  kerosene  for 
jet  planes  means  that  there  will  be 
fewer  flights  and  fuller  planes  on  com- 
petitive routes,  so  airline  earnings 
should  increase.  ...  If  this  energy 
shortage  is  as  .serious  as  it  looks,  pres- 
sure to  build  the  Alaska  pipeline  will 
become  impossible  to  resist.  That 
means  stocks  like  Alaska  Interstate 
(26)  and  Banister  Continental  (20) 
should  be  good  speculative  issues  to 
own.  Of  course  they  will  continue  to 
be    fast    movers    in    both    directions. 

Mitchell  Energy  (18)  has  been 
hammered  down  to  a  level  where  it 
looks  cheap.  It  is  a  combined  risk  in 
natural  gas  development  and  land  ex- 
ploitation, with  most  of  the  stock  still 
owned  by  the  founding  family.  .  .  . 
More  than  a  year  ago,  when  the 
stocks  were  much  lower  and  many 
analysts  were  against  them,  I  said  in 
this  cohnnn  that  the  international 
oils  were  investments  rather  than 
speculations.  I  still  stick  to  that  opin- 
ion and  would  like  to  add  that  Gulf 
Oil  (23)  is  an  especially  good  value. 
Don't  sell  the  others. 

Since  I  take  this  energy  crisis  se- 
riously, I  am  counseling  the  avoidance 
of  the  fast  food  stocks  and  the  motel 
issues.  ...  I  did  not  like  the  McCul- 
loch  Oil  (6)  annual  report.  The  notes 
in  the  balance  sheet  (it  is  loaded  with 
them)  rais(>  too  many  (|ucstions.  It 
may  look  i)elter  next  year,  i)iil  1  would 
not  hurry  to  buy  it.   ■ 
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Did  Crouse-Hinds 
run  this  ad  too  long? 


You've  probably  seen  this 
simple,  powerful  Crouse- 
Hinds  ad  several  times  in  one 
or  more  of  our  magazines. 

That's  not  surprising. 

They  kept  running  this 
same  ad  over  and  over  again. 
49  times  from  September  1972 
till  March  1973.  The  exact 
same  ad. 

Is  that  too  long  for  one  ad? 

Before  this  ad  began  its  re- 
peated solo  flights,  a  survey 
was  made  among  people 
holding  management  jobs  in 
business  and  government. 
The  very  people  with  whom 
Crouse-Hinds  wants  to  com- 
municate. 

The  survey  measured  (a) 
how  aware  these  people  were 
of  Crouse-Hinds,  (b)  how 
well  they  could  identify 
Crouse-Hinds  products,  (c) 
how  much  of  a  quality  im- 
pression Crouse-Hinds  had 
made  on  them,  and  (d)  what 
other  imajge  Crouse-Hinds 
had  among  this  strategic 
group. 

After  the  ad  had  run  only  a 
few  times,  a  follow-up  survey 
was  taken. 


.  Agood 
investmeiit 

Especially 
now. 


The  results?  Company 
awareness  up  91%.  Product 
identification  up  129%.  Im- 
pression of  the  company  up 
109%.  Quality  product  image 
up  120%.  And,  Crouse-Hinds 
image  as  a  growth  company 
up  180%. 

What's  all  this  going  to  do 
for  the  bottom  line  at  Crouse- 
Hinds? 

Sales  Earnings 

1970  $77,713,000  1.02 

1971  $78,969,000  1.07 

1972  $92,546,000  1.35 

No  one  will  ever  know  for 
sure.  As  a  science,  advertis- 
ing isn't  that  exact. 


But  Crouse-Hinds  knows 
one  thing  for  sure.  Running  a 
good  ad  over  and  over  again 
can  be  a  good  idea. 

Remarkably,  there  still  are 
some  people  who  think  the 
strong  relationship  between 
business  success  and  busi- 
ness advertising  is  just... co- 
incidence. If  you're  one  of 
them,  we'd  like  to  show  you 
how  frequently  these  happy 
coincidences  happen  to  com- 
panies who  advertise  in  our 
magazines. 

We'd  like  to  show  you  all 
the  reasons  for  investing 
some  of  your  marketing 
money  with  us... where  ad- 
vertising means  business. 


TIME 
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Four^reat 
business  locations. 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  547-2136 


Name. 


Address. 
City 


.State. 


Zip  Code. 


GROWTH  INDUSTRY  SHARES 

I  a  no-load 

I  mutual  fund 

L 


investment  adviser 
William  Blair  &  Company 

For  GIS  prospectus 
mall  coupon  or  phone  (312)  346-4830 


I    Growtli  Industry  Sliares,  Inc.  Rm.  2903 
'     135  S.  LaSalle  St.,  Chicago,  IL  60603 


I 
I 
I 
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Name. 


Address. 
City. 


-State- 


.Zip. 
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GOOD  ORIGINAL  ART: 
A  BEAUTIFUL  INVESTMENT 

Contemporary  graphic  artists  with  long 
term  history  of  price  appreciation  (avg. 
30%  per  year).  Write  for  free  bro- 
chure. 

ORIGINAL  PRINT  COLLECTORS'  GROUP.  Ltd. 

Dept.  Fl,  501  Fifth  Avenue,  New  York,  N.Y.  10017. 
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End  Of  The 
Two- Tier  Market? 


The  term  two-tier  market  entered 
our  vocabulary  some  five  years  ago, 
when  the  financially  significant  coun- 
tries of  the  Western  World  agreed  to 
permit  the  existence  of  two  markets 
for  gold.  One  market  was  to  be  com- 
pletely free,  without  any  interference 
from  the  central  banks;  and  that,  of 
course,  is  the  market  where  the  ac- 
tion has  been  and  still  is.  The  other 
gold  market  for  exchange  of  gold 
among  central  banks  really  exists  only 
in  theory.  My  thoughts  on  this  sub- 
ject will  be  the  subject  of  some  fu- 
ture column,  but  right  now  is  the 
time  to  discuss  the  two-tier  stock  mar- 
ket. This  is  a  comparati\  el\'  recent  in- 
novation and  we  are  having  a  difficult 
time  adjusting  to  it,  because  it  sort 
of  louses  up  the  charts  of  the  techni- 
cal analysts,  and  all  previous  concepts 
of  bull  markets  and  bear  markets. 

You  may  recall  the  happy  days  of 
just  about  six  months  ago  when  "the 
averages"  posted  new  alltime  highs. 
To  most  investors  this  was  news  in- 
deed, because  their  stocks,  or  at  least 
most  of  them,  had  not  performed  that 
bullishly.  It  was  Eastman  Kodak,  Proc- 
ter &  Gamble  and  Sears  that  pushed 
the  DJI  up  to  1051;  and  IBM,  Xerox, 
Minnesota  Mining,  Coca-Cola,  Avon, 
Johnson  &  Johnson,  Merck,  etc.  (none 
of  which  is  included  in  the  DJI, 
but  which  carry  a  hefty  weight)  did 
the  same  for  the  S&P  industrials.  Well, 
just  as  the  new  records  of  the  aver- 
ages last  January  told  only  a  very 
small  part  of  the  true  story  of  the 
stock  market,  so  we  now  see  an  ut- 
terly distorted  picture  on  the  down- 
side. Oh  sure,  the  DJI  is  also  down  17% 
from  its  high,  and  the  S&P  industrials 
15%,  but  that's  nothing  by  compari- 
.son  with  the  huge  declines  that  have 
been  suffered  by  the  vast  majority  of 
stocks  which  are  owned  by  all  inves- 
tors, individuals  or  institutions. 

A  month  ago,  in  a  column  "When 
Banks  Buy  Stocks,"  I  discussed  the 
primary  reason  for  the  development 
of  a  two-tier  market.  When  hundreds 
of  millions,  if  not  billions,  have  to  be 
invested  in  common  stocks,  the  sheer 
force  of  circumstances  would  seem  to 


Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
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create  the  anomaly  of  superblue  chips, 
which  often  are  now  referred  to,  per- 
haps a  bit  nastily,  as  one-decision 
stocks— you  buy  'em  and  sit  on  'em. 

Only  the  future  can  prove  it,  but 
critical  voices  are  being  raised  which 
question  the  prudence  of  this  policy 
and  the  validity  of  the  one-decision 
argument.  Undoubtedly  there  comes 
a  point  when  the  discrepancies  in  rel- 
ative valuations  become  so  glaring 
that  money  managers  can  no  longer 
afford  to  ignore  them.  Of  course,  they 
may  do  that  anyhow.  First  of  all  be- 
cause there  is  probably  no  way  to 
dump  these  huge  positions,  unless  you 
swap  them  with  another  institution. 
Second,  because  the  average  price  of 
such  stocks,  often  accumulated  over 
many  years,  is  likely  to  be  compara- 
tively so  low  that  it  doesn't  matter  too 
much  if  they  sell  off  a  few  dozen 
points.  Finally,  there's  always  fresh 
money  coming  in  with  which  to  lend 
support  to  a  faltering  stock. 

Vulnerable  "Solid"  Stocks 

Yet,  a  few  of  the  most  highly  es- 
teemed one-decision  stocks  recently 
have  behaved  in  a  way  that  makes 
one  wonder  whether  they  are  as  im- 
mune to  the  vagaries  of  a  bear  mar- 
ket as  the  two-tier  theory  would  seem 
to  imply.  I  am  not  thinking  of  stocks 
which,  like  parvenues,  had  gained 
only  temporary  admission  to  the  se- 
lect circle  of  institutional  growth 
stocks,  and  promptly  got  their  come- 
uppance (like  Levitz  or  Winnebago), 
but  of  such  solid  members  of  the 
group  as  Disney  or  S.S.  Kresge.  At 
tlieir  lows  last  month  these  stocks 
were  down  48%  and  39%,  respectively, 
from  their  earlier  highs. 

There  are,  to  be  sure,  scores  of 
stocks  which  haxen't  budged  yet.  Like 
the  big  pharmaceuticals,  for  instance, 
or  a  Polaroid,  which  continue  to  sell 
close  to  their  peak  prices.  I  concede 
that  I  am  jealous,  because  I  didn't 
buy  enough  of  these  xcimdcrkimhr 
for  my  clients.  Nevertheless,  I  believe 
that  even  these  stocks,  now  standing 
on  stilts,  are  not  invulnerable. 

As  FoHBEs  pointed  out  in  its  re- 
cent cover  story  on  Avon  Products, 
infatuated  investors  may  not  see,  or 
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may  not  want  to  see,  that  the  basis 
for  ultrahigh  multiples  might  not  be 
quite  as  solid  in  every  case  as  they 
thought.  The  future  of  Polaroid,  pres- 
ently valued  at  something  like  $4.5 
billion,  has  become  a  matter  of  faith 
rather  than  reality.  This  is,  of  course, 
a  wonderful,  rich  and  unique  compa- 
ny, but  it  will  have  to  sell  an  awful 
lot  of  those  miraculous  SX-70  cam- 
eras ($180  at  retail)  to  earn  a  half- 
way decent  return  on  that  kind  of  val- 
uation. And  what  can  Polaroid  do  for 
an  encore?  Over  the  past  ten  years, 
Polaroid  shareholders  have  received 
a  total  of  less  than  $3  a  share  in  divi- 
dends, but  the  company,  which  is 
swimming  in  cash  and  has  no  debt, 
enjoys  such  high  investor  esteem  that 
its  stock  has  moved  into  the  strato- 
sphere—and it's  staying  there. 

Overdue  Adjustment 

It  has  been  our  past  experience 
that  a  bear  market  does  not  end  until 
the  high-grade  investment  stocks  also 
have  come  down  to  earth.  It  would  be 
unrealistic,  however,  not  to  recognize 
the  fundamental  change  in  invest- 
ment dominance  which  has  taken 
place  in  recent  years,  even  during  the 
brief  span  since  1970.  The  very  large 
institutional  investors  now  occupy 
such  a  position  of  superior  strength 
that  they  probably  can,  if  they  wish, 
prevent  a  major  collapse  of  any  of 
their  favorite  stocks.  For  this  reason 
the  two-tier  market  is  likely  to  con- 
tinue, although  I  do  expect  that  the 
now  inordinately  wide  gap  between 
the  two  tiers  will  narrow  significantly. 
Once  this  long  overdue  adjustment 
has  taken  place,  the  overall,  longer- 
range  market  outlook  will  be  a  lot 
brighter. 

Right  now  any  short-term  market 
prognosis  is  purely  guesswork.  The 
Watergate  affair  is  much  messier  than 
most  of  us  had  believed  possible,  and 
with  the  Senate  hearings  in  recess  at 
the  moment,  who  can  tell  whether  a 
major  constitutional  crisis  can  be 
averted  before  it  is  all  over. 

The  60-day  price  freeze,  as  pre- 
dicted,, is  causing  an  unnecessary  eco- 
nomics-upheaval. The  end  result  will 
be  higher  food  prices,  more  consumer 
dissatisfaction  and  a  worsening  of  our 
foreign  trade  and  international  pay- 
ments balance.  No  wonder  that  even 
Dr.  Burns  is  now  trying  to  disasso- 
ciate himself  from  this  stupid  inter- 
ference with  a  basically  free  economy. 
No  wonder,  too,  that  the  dollar  con- 
tinues to  decline  to  new  lows  in  the 
international  currency  markets.  This, 
of  course,  makes  American  stocks 
even  cheaper  for  foreign  investors  who 
can  use  marks,  francs,  or  yen,  and  this 
may  become  a  major  source  of  fresh 
money  for  American  stocks.  ■ 
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4^  Technician's 
Perspective 

ByJohnW.SchuIz 


Cushion  Or 
Springboard? 


Late  last  month  the  Committee  on  In- 
terest and  Dividends  loosened  the 
guidelines  that  had  held  most  cor- 
porate dividend  increases  to  4%,  year- 
to-year.  This  limitation  was  regarded 
by  many  investors  as  a  serious  inhibi- 
tion to  demand  for  common  stocks. 
Its  liberalization,  when  it  did  come, 
stimulated  a  stock  market  rally  that 
lasted  less  than  an  hour— eloquent  tes- 
timony to  all  the  other  things  that 
were  bugging  investors  at  the  time. 

Nevertheless,  the  widened  scope  for 
dividend  payouts  should  sooner  or 
later  provide  considerable  support  for 
the  overall  stock  price  movement: 
Dividend-paying  common  stocks  can 
become  relatively  more  competitive 
with  fixed-income  securities.  Before 
the  dividend  restrictions  were  eased, 
the  Dow  Jones  industrials  at  just  un- 
der 890  returned  an  annual  yield  of 
3.72%  from  a  $33  dividend  "per 
share,"  or  3.76  percentage  points  less 
than  high-grade  (AAA)  long-term 
bonds.  (I'm  referring  here  to  Barron's 
high-grade  bond  average,  which  was 
then  yielding  7.48%.)  This  $33  pay- 
out is  equal  to  just  under  50%  of  the 
$67  per  share  DJI  earnings  for  cal- 
endar 1972  and  to  about  43.5%  of 
the  $75  to  $77  the  Dow  seems  likely 
to  earn  this  year. 

If  I  understand  them  correctly,  the 
liberalized  dividend  regulations  allow 
most  corporations  to  pay  out,  in  1973, 
a  percentage  of  1972  earnings  equal 
to  their  average  payout  ratio  in  1968- 
72.  For  the  Dow,  this  average  is 
about  57%,  which,  applied  to  last 
year's  $67  earnings,  comes  to  about 
$38,  or  some  15%  more  than  the  pay- 
out as  of  late  June.  Applied  to  this 
year's  likely  earnings,  the  Dow's  1974 
dividend  payout  under  the  new  rules 
could  be  over  $43.  (Overall,  cor- 
porate cash  dividends  during  1968- 
72  were  equal  to  over  53%  of  after- 
tax profits,  compared  to  almost  44% 
of  earnings  in  the  first  quarter  of 
1973.  So  the  Dow,  which  includes 
some  of  the  biggest  U.S.  corporations, 
is  pretty  representative  insofar  as  this 
subject  is  concerned.) 

Considering  that  business  seems  far 
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from  strapped  for  cash,  despite  all 
the  talk  about  tight  money,  it's  by  no 
means  inconceivable  that  DJI  divi- 
dend payments  will  rise  smartly  dur- 
ing this  year's  second  half,  perhaps 
enough  to  lift  the  Dow's  per-share 
payout  toward  the  indicated  new 
1973  ceiling  of  about  $38.  At  Dow 
890,  that  could  raise  the  average's 
yield  to  as  much  as  4.3%,  or  about 
3.2  percentage  points  less  than  the 
return  recently  available  from  liigh- 
grade  corporate  bonds. 

Setting  for  Advances 

If  the  DJI  dividend  were  to  reach 
$38  for  calendar  1973,  the  second- 
half  payout  would  have  to  jump  to 
an  annual  rate  of  about  $43  (which 
happens  to  be  the  likely  permissible 
maximum  for  1974  under  the  new 
regulations).  But  it  seems  safer  to  as- 
sume that  corporations  won't  fully 
avail  themselves  of  the  higher  divi- 
dend ceiling.  So  let's  assume  second- 
half  DJI  dividends  will  run  no  higher 
than  $40  annually,  for  a  calendar- 
year  total  of  $36.  However,  the  $40 
annual  rate  could  probably  be  sus- 
tained through  the  first  half  or  even 
all  of  1974.  It  would,  after  all,  be 
equal  to  57%— the  past  five  years'  av- 
erage payout  ratio— of  earnings  run- 
ning at  $70  annually,  and  the  Dow 
ought  to  be  doing  better  than  that 
over  the  next  18  months. 

With  the  possibility  of  a  $40  divi- 
dend rate  thus  conceivably  in  sight, 
the  "prospective"  yield  of  the  Dow, 
at  890,  would  be  about  4.5%  a  year, 
or  approximately  three  percentage 
points  under  the  recent  average  yield 
from  high-grade  corporate  bonds. 
This  would  compare  with  yield 
spreads  of  about  3.2  percentage 
points  at  the  Dow's  November  1971 
low  (790)  and  about  2.9  percentage 
points  at  its  May  1970  low  (627). 
Accordingly,  investors  may  be  facing 
a  situation  in  which  the  Dow  is  about 
as  "cheap,"  relative  to  high-grade 
corporate  bonds,  as  it  was  at  lows 
from  which  the  stock  market  staged 
its  most  vigorous  advances  of  the 
past  three  years. 

Put  diftcrently,  the  liberalized  divi- 
dend ceiling  ought  to  provide  a  hclp- 
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ful  cushion  against  the  possibihty  of 
still  higher  long-term  interest  rates. 
If,  as  seems  not  unlikely,  the  latter 
top  out  and  begin  to  recede  before 
too  long,  the  cushion  could  prove  to 
be  a  springboard  for  a  substantial 
recovery  in  the  overall  level  of  com- 
mon stock  prices.  Meanwhile,  need- 
less to  say,  fresh  weakness  in  the 
stock  market  would  tend  to  raise  the 
average  dividend  yield  rate  and  thus 
to  fatten  the  cushion  (or  make  the 
springboard  bouncier) . 

Buying  Power 

I  think  it's  important  to  realize,  too, 
that  the  dividend  limitations  were 
eased  by  an  agency  headed  by  the 
chairman  of  the  Federal  Reserve 
Board.  Perhaps  the  action  should  be 
viewed  as  the  equivalent  of  a  cut  in 
margin  requirements,  with  which  the 
Fed  typically— and,  as  a  rule,  suc- 
cessfully—has tried  to  revive  an  overly 
deflated  stock  market.  This  move 
came,  moreover,  at  a  time  when  there 
were  reasons  to  believe  that  sidelined 
buying  power  was  building  up  to- 
ward a  volume  which,  in  the  past, 
was  often  large  enough  to  support 
significant  market  recoveries. 

For  example,  margin-account  in- 
vestors sold  enough  securities,  on 
balance,  to  pay  off  almost  $1.5  bil- 
lion of  indebtedness  between  end- 
December  and  end-May,  yet  retained 
collective  potential  buying  power  of 
almost  $8.3  billion.  Mutual  funds  con- 
tinued to  liquidate  more  portfolio 
stockholdings  than  seemed  necessary 
to  take  care  of  aggregate  net  re- 
demptions. As  a  result,  their  cash  re- 
serves rose  to  a  relatively  high  8.6% 
of  total  net  assets  at  the  end  of  May. 

Among  private  noninsured  pension 
funds,  which  nowadays  swing  the 
greatest  weight  on  the  institutional 
investment  sector,  holdings  of  cash 
and  U.S.  Government  obligations  as 
of  last  March  were  up  to  more  than 
5%  of  total  assets,  the  highest  ratio 
since  the  third  quarter  of  1970,  and 
I  suspect  these  reserves  are  even 
greater  now.  But  perhaps  the  great- 
est pool' of  potential  buying  power 
now  is  lodged  in  the  hands  of  foreign 
investors,  who  are  unlikely  to  ignore 
for  long  either  the  prospect  of  higher 
dividend  payouts  for  American  com- 
mon stocks  or  the  fact  that  they  can 
buy  these  securities  with  dollars  that 
have  been  devalued  by  at  least  25% 
since  1971.  Thus,  let  me  remind 
you  and  tkem,  they  could  "buy"  the 
Dow  at  less  than  700  when  domestic 
investors  were  paying  900. 

In  sum,  it  seemed  to  me  at  press 
time  that  the  market's  overall  techni- 
cal situation  was  approaching  a  de- 
gree of  strength  that  could  support  a 
broad  and  significant  price  recovery.  ■ 
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Overseas 
Commentary 


In  Case  Of  Doubt, 
Buy  Insurance 


By  Walter  Oechsle 


Can  the  pmce  of  gold,  currently 
$125  an  ounce,  go  to  $200  or  $300? 
Only  a  few  months  ago  this  question 
would  have  seemed  absurd,  but  a 
great  deal  has  happened  in  the  mean- 
time. The  answer  is  yes,  it  might  go 
that  high,  but  it  might  just  as  easily 
go  to  $80  or  even  lower.  Don't  forget 
that,  as  late  as  November  1972,  gold 
was  selling  at  $60  an  ounce.  In  the 
past  the  price  of  gold  was  subject  to 
forecast  on  the  basis  of  certain  rea- 
sonable assumptions  about  supply 
and  demand.  Today  the  price  of  gold 
has  become  utterly  unpredictable. 

Such  prices  reflect  a  long  list  of 
fears:  all  the  uncertainties  surround- 
ing Watergate,  the  inabihty  of  most 
governments  to  contain  inflation,  the 
possibilities  of  an  economic  slowdown 
that  could  turn  into  recession  not  only 
in  the  U.S.  but  on  a  worldwide  basis. 
And  there  is  the  seemingly  never- 
ending  decline  of  the  dollar  versus 
other  leading  currencies,  the  loss  of 
faith  in  all  paper  currencies,  the  lack 
of  progress  in  arriving  at  a  new  inter- 
national monetary  system  and  the  im- 
plications, both  real  and  imagined,  of 
the  energy  crisis. 

Where  will  the  price  be  in  a  year 
or  two?  What  level  of  confidence,  or 
lack  of  it,  in  our  political  and  economic 
institutions  will  it  be  reflecting  at  that 
time?  Clearly,  these  questions  are 
unanswerable.  A  few  months  ago  an 
analysis  of  commercial  and  industrial 
demand  of  the  prospects  for  produc- 
tion in  South  Africa  and  Russia,  plus 
some  allowance  for  hoarding  and  dis- 
hoarding,  would  have  projected  a 
price  somewhere  in  the  $80  to  $85 
range  a  few  years  hence.  Now,  any- 
one's guess  is  as  good  as  mine. 

Is  it  possible  that  the  confidence 
in  the  political  and  economic  climate 
will  deteriorate  even  further?  What 
will  happen  if  interest  rates  in  the 
U.S.  go  substantially  higher,  as  they 
almost  certainly  must  if  inflation  is  to 
be  restrained?  Does  the  low  level  of 
U.S.  stock  prices  already  discount 
this  possibility? 

Only  last  month,  in  my  June  col- 
umn, I  suggested  that  the  odds  were 
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shifting  back  to  New  York,  that  from 
a  longer-term  point  of  view  some  prof- 
it-taking in  South  African  gold  shares 
was  advisable.  1  have  not  changed 
my  view.  However,  very  few  readers 
have  any  such  profits  to  take,  so 
the  more  appropriate  question  is  per- 
haps whether  it  is  still  advisable  to 
buy  South  African  gold  shares  now, 
with  their  prices  more  than  doubling 
in  the  course  of  the  past  12  months. 

Bear-Market  Hedge 

I  am  unlikely  to  ever  advise  an 
all-out  stance  in  favor  of  gold  and 
gold  shares.  In  my  April  1972  col- 
umn, I  recommended  gold  shares  as 
reasonable  insurance  against  many 
other  things  going  wrong.  Today, 
with  so  much  having  gone  wrong, 
the  key  questions  are:  Can  the  pre- 
vailing fears  get  any  worse?  Does 
the  bear  market  in  Wall  Street  have 
much  further  to  go?  If  the  answers 
are  yes,  then  South  African  gold 
shares  still  do  make  sense.  They  have, 
in  fact,  been  a  very  good  hedge 
against  bear  markets  in  the  past  and 
are  very  likely  to  be  countercyclical 
in  the  future.  In  other  words,  if  you 
still  consider  the  risk  in  U.S.  equities 
to  be  substantial,  gold  shares  are  like- 
ly to  be  a  better  hedge  than  cash. 

Obviously,  I  am  considering  a 
limited  time  horizon,  because  longer 
term  I  consider  the  potential  in  U.S. 
and  many  foreign  stocks  to  be  greater 
than  in  gold  shares.  But  you  ought  to 
view  gold  shares  as  you  do  term  life 
insurance,  which  is  not  bought  be- 
cause of  the  certainty,  but  rather  the 
possibility,  of  calamity. 

What  types  of  gold  stocks,  if  any, 
should  one  still  buy?  Certainly  not, 
in  my  opinion,  the  extremely  specula- 
tive mines  that  are  now  being  re- 
opened in  many  parts  of  the  world  in 
hopes  that  the  price  of  gold  can  only 
go  up.  Whatever  their  near-term  per- 
formance, the  longer-term  risk  is 
enormous.  For  the  same  reason,  I  ad- 
vise a  cautious  stance  toward  some 
of  the  more  viable  but  highly  lever- 
aged South  African  mines.  Leverage 
works  both  ways,  and  at  the  current 
price  of  gold  there  is  also  a  sub- 
stantial risk  of  decline. 


Incidentally,  this  is  how  leverage 
works:  The  mine  with  production 
costs  of  $25  an  ounce  will  increase 
its  profits  by  25%  if  and  when  the 
price  of  gold  goes  from  $125  to 
$150.  But  profits  of  a  mine  with  pro- 
duction costs  of  $100  an  ounce  would 
in  fact  double  if  the  price  of  the 
metal  went  to  $150.  On  the  other 
hand,  if  the  price  of  gold  declined 
*to  $100,  the  less-leveraged  mine 
would  have  its  profits  cut  by  just  25% 
while  the  leveraged  mine  would  see 
its  profits  disappear  altogether. 

Another  point:  The  more  conserva- 
tive mines  give  enough  of  a  current 
yield,  even  at  a  considerably  lower 
gold  price,  to  make  them  viable  long- 
er-term investments.  This  means  that 
Western  Holdings  (ADRs  $33.75), 
Free  State  Geduld  (ADRs  $19), 
Welkom  (ADRs  $5.75),  and  President 
Brand  (ADRs  $23.50)  incorporate 
somewhat  less  potential  on  the  upside 
but  also  considerably  smaller  risk  than 
Buffelsfontein  (ADRs  $23),  President 
Steyn  (ADRs  $23),  and  some  of  the 
newer  mines  such  as  Kloof  (ADRs 
$15)  and  East  Driefontein  (ADRs 
$10.50).  Anglo  American  Corp. 
(ADRs  $11),  the  widely  diversified 
holding  company  with  a  substantial 
interest  in  gold,  diamonds  and  other 
natural  resources  (Forbes,  June  15), 
also  is  a  safer  vehicle  from  a  longer- 
term  point  of  view.  Because  of  its 
corporate  structure,  good  earnings 
progress  is  assured  for  the  next  two 
years,  regardless  of  the  price  of  gold. 

Of  course,  there's  also  ASA  Ltd., 
the  closed-end  fund  listed  on  the  New 
York  Stock  Exchange  and  concentrat- 
ing its  investments  in  South  African 
mining  shares.  Another  possibility  is 
International  Investors,  Inc.,  the  New 
York-based  open-end  fund  having 
more  than  80%  of  its  assets  in  South 
Africa.  The  latter  has  been  the  star 
performer  among  the  mutual  funds, 
with  an  increase  in  net  asset  value  of 
some  60%  so  far  this  year.  Like  most 
funds  it  is  redeemable  at  net  asset 
value,  and  therefore  incorporates  less 
risk  than  either  a  closed-end  fiuid, 
such  as  ASA  Ltd.,  or  the  South 
African-based  mining  finance  houses, 
which  normally  sell  at  a  discount 
from  asset  value. 

I  do  not  advise  either  aggressive 
or  extensive  accumulation  of  gold 
shares.  Five  per  cent  to  10%  of  a 
given  portfolio  should  probably  be  a 
maximum.  Even  that  limited  an  ex- 
posure should  make  you  sleep  better 
if  the  bear  market  were  to  contiime. 
Finally,  don't  forget  that  the  best 
insurance  is  the  one  you  do  not  need, 
and  I  hope  that  any  insurance  you 
take  out  now  against  further  de- 
terioration of  the  U.S.  market  will 
prove  to  be  superfluous.  ■ 
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(Continued  from  page  12) 
so.  They  are  building  new  hotels  in 
such  a  way  that  public  areas  could 
be  converted  easily  to  casinos.  Ha- 
waiian hoteliers  believe  that  if  gam- 
bling is  legalized,  it  won't  be  per- 
mitted in  Honolulu,  where  a  thriving 
hotel  business  already  exists  on 
crowded  Waikiki.  So  the  gambling- 
minded  companies  are  putting  their 
hotels  on  other  parts  of  Oahu  and  on 
the  less  developed  Neighbor  Islands. 

Rent-a-Car  Dealer 

To  sell  your  car  at  its  retail  value, 
you  must  usually  spend  a  lot  of  time 
and  trouble  showing  it  to  private  par- 
ties. Two  Los  Angeles  aerospace  work- 
ers, smarting  from  layoffs,  have  de- 
vised an  alternative.  They  have  leased 
a  parking  lot  where,  for  a  $15  weekly 
rental  fee,  an  owner  can  leave  his  car 
on  display.  If  a  buyer  is  interested,  a 
meeting  is  set  up.  The  aerospace 
workers— both  Polish  refugees  and 
both  employed  at  the  moment— take 
turns  manning  the  lot.  They  say  their 
six-month-old  venture  is  at  the  break- 
even point.  And,  ever  mindful  of  the 
vagaries  of  the  aerospace  industry, 
they  are  already  thinking  of  opening 
more  lots. 

Goddess  of  Money? 

The  Republic  of  Minerva,  a  de- 
clared but  unrecognized  state  occupy- 
ing two  coral  reefs  400  miles  south  of 
Fiji,  has  issued  "the  world's  first  two- 
color  coin  in  precious  metal."  The 
IM-inch  coins,  pure  silver  with  a  bust 
of  Minerva  in  24-carat  gold  relief,  are 
being  peddled  by  the  "Provisional 
Government"  of  Minerva  for  $35  each. 
But  they  are  minted  by  a  private 
company  in  California,  for  Minerva 
has  no  mint  nor,  for  that  matter,  much 
of  anything  else.  Does  Minei-va,  the 
name  of  the  ancient  Roman  goddess  of 
wisdom,  seem  inappropriate  for  a 
pseudonation  created  by  some  Cal- 
ifornia promoters?  Well,  don't  forget 
that  Minerva  was  also  the  goddess 
of  invention. 

Aloha,  Pipeline  Money 

It's  not  only  the  oil  companies  that 
want  the  Alaska  pipeline  to  be  ap- 
proved. Also  in  favor  are  the  airlines 
and  hotels  that  serve  Hawaii.  An  esti- 
mated 40,000  workers  will  each  re- 
ceive $30,000  to  $40,000  a  year 
building  the  pipeline,  and  they  can 
hardly  spend  much  of  that  while 
working.  Hawaii,  say  travel  executives, 
will  be  the  logical  place  for  these 
workers  to  go  on  furloughs— and  spend 
that  pipeline  money.  ■ 


Why  Holt  now  pinpoints  selected  .  .  . 

utility  Stoclts 
Yielding  7.5%  Up 

.  .  .  not  only  for  high  current  income 
but  long-term  growth  potential  too 

It  is  not  at  all  surprising  if  many  knowing  investors  are  now  looking  into  utility  stocks 
with  intensifying  interest. 

For  this  particular  group,  the  bear  market  started  way  back  in  1965;  the  Dow  Jones 
utility  stock  index  today  stands  roughly  30%  below  its  peak  eight  years  ago.  During 
the  same  period,  however,  the  earnings  and  dividends  of  some  of  these  stocks  have 
followed  a  steady  upward  course. 

The  result  of  these  cross-trends  is  that  a  number  of  stocks  in  this  power  group  now 
yield  7.5%  and  higher.  But  high  yields  alone  are  not  enough,  says  T.  J.  Holt.  (For  in- 
stance, a  stock  with  static  earnings  and  dividends  should  sell  on  a  high-yield  basis.) 
What  investors  should  look  for  now,  Holt  advises,  are  rich  yields  of  7.5%  up  which  are 
also  clearly  supported  by  (a)  a  long-term  record  of  past  earnings  and  dividend  growth, 
and  (b)  solidly  based  prospects  for  future  dividend  hikes. 

SPECIAL   ''BREED''   OF   UTILITIES 

In  this  respect,  Holt  now  delineates  a  special  "breed"  of  utilities  which,  in  his  judg- 
ment, best  fulfill  these  requirements.  Among  other  things,  electricity  use  by  their 
major  customer  group  has  risen  in  the  past  five  years  at  double  the  growth  rate  of  the 
preceding  five  years.  Holt  also  expects  these  particular  utilities  to  get  top  supply  pri- 
ority if  fuel  shortages  materialize. 

If  the  dividends  of  these  stocks  do  grow  as  expected,  investors  who  buy  them  at 
today's  prices  and  hold  them  for  the  long  term  may  ultimately  enjoy  income  yields 
of  10%  or  more  on  their  investments.  This  prospect,  Holt  thinks,  will  enhance  their 
capital  growth  possibilities. 

SPECIFIC   RECOMMENDATIONS 

Holt's  latest  report  on  selected  Electric  Utility  Stocks  carefully  documents  the 
unusual  opportunities  he  now  sees  emerging  in  this  group,  as  well  as  the  special  prob- 
lems and  risks  involved.  You  can  receive  the  complete  report— including  specific 
recommendations— as  a  bonus  with  a  2-month  subscription  to  The  Holt  Investment 
Advisory  for  $10  (regular  rates  $24).  Use  the  coupon  today. 


T.  J.  Holt  &  Company,  Inc. 

277  Park  Avenue,  New  York,  N.Y.  10017 


M 


n  Please  send  me  Holt's  report  on  selected  Electric  Utility  Stocks,  as  a  bonus,  with 
my  2-month  subscription  to  The  Holt  Investment  Advisory.  My  $10  is  enclosed. 

n  Send  me  without  charge  your  24-page  brochure  on  Strategic  Money  Management 
for  accounts  of  $10,000  to  $1,000,000. 


Name. 


Address . 


City State Zip. 

Your  subscription  may  not  be  assigned  without  your  consent. 
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A  Royal  Treat 
Awaits  You 


At  long  last,  the  definitive  catalog 
of  the  Forbes  Magazine  Collection 
of  Faberge. 

Called  a  "feast  for  the  eye"  by 
Newsweek  Magazine  when  review- 
ingthe  recently  held-overexhibition 
at  the  New  York  Cultural  Center, 
Forbes' collection  of  the  bejewelled 
masterpieces  by  Peter  Carl  Faberge 
arestunninglypresentedinthehard 
and  soft-cover  editions  of  this  ex- 
quisite catalog. 

Richly  illustrated  with  32  full-color 
and  10  black  and  white  photo- 
graphs, the  116-page  meticulously 
compiled  catalog  has  its  foreword 
by  Malcolm  Forbes  and  text  by  Her- 
mione  Waterfield,  a  director  of  the 
distinguished  international  firm  of 
Christie,  Manson  and  Woods.  Ms. 
Waterfield  provides  complete  de- 
scription and  history  of  all  these 
famous  art  treasures,  including 
eachofthefabulous  Imperial  Easter 
Eggs  in  the  Forbes  Magazine  Col- 
lection. 

At  ten  dollars  for  the  deluxe  hard- 
coveredition,andsixdollars  in  soft- 
cover,  the  catalog  is  sure  to  be  a 
gift  appreciated  by  friends  or  fam- 
ily as  well  as  an  important  addition 
to  your  own  library  of  art. 

Checks  c  money  orders  should  ac- 
company all  orders.  A  coupon  is 
provided  below  for  your  conven- 
ience in  ordering: 


FORBES'  Faberge  Collection 
60  Fifth  Avenue 
New  York,  N.Y.  10011 

Please  ship  postpaid  the  following  catalog(s) 
for  which  payment  in  full  (check  or  money 
order)  is  enclosed: 

soft-cover  editions  @  $6.00  each 

hard<over  editions  @  $10.00  each 

Total  amount  enclosed 


Name. 


(Please  print  clearly) 


Address. 
City_ 


.State. 


-Zip. 


(N.Y.  residents  add  appropriate  tax), 
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(Continued  from  page  16) 

DISC-advantage 

Sir:  a  May  15  article  concludes 
that  DISC  tax  incentives  are  a  failure 
in  stimulating  exports  because  they 
are  being  utilized  only  by  large  com- 
panies that  are  already  active  export- 
ers. Not  so.  Many  smaller  companies, 
including  my  own,  have  cut  through 
the  web  of  IRS  regulations  to  estab- 
lish DISC  subsidiaries  and  have  be- 
gun to  reap  the  benefits.  Although  we 
already  generate  over  25%  of  our  sales 
outside  the  U.S.,  favorable  DISC  tax 
treatment  has  caused  us  to  empha- 
size export  growth  and  this  will  sig- 
nificantly defer  plans  to  manufacture 
overseas.  DISC  only  began  in  1972 
and  obviously  companies  active  in  ex- 
porting moved  most  rapidly  to  take 
advantage.  It  would  be  a  crime  for 
the  Treasury  to  throw  in  the  sponge 
based  upon  the  first  year's  result. 

—Norman  A.  Jacobs 

President, 

Amicon  Corp. 

Lexington,  Mass. 

Sir:  DISCs  are  simply  a  big  give- 
away to  the  big  multinational  corpo- 
rations. Why  shouldn't  full  taxes  be 
paid  on  overseas  income? 

—James  Linton 
New  York,  N.Y. 

What's  Next? 

Sir:  I'm  getting  fed  up  with  the 
initial  agencies  of  the  Government  tell- 
ing me  what  I  can  or  cannot  eat  {June 
i).  If  they  take  away  Kellogg's  Corn 
Flakes,  what  next?  Hershey  bars? 
Coca-Cola?  Mom's  apple  pie? 

—Susan  M.  Leighty 
Sidney,  Ohio 

Sir:  The  FTC,  FDA,  ACT,  ICC 
and  hundreds  of  alpha  bits  like  them 
are  slowly  painting  our  whole  world 
a  drab  gray. 

— M.H.  Brown 
Gainesville,  Fla. 

He's  Right 

Sir:  According  to  detailed  specifics 
from  Vol.  I  of  the  ""Biological  and 
Oceanographic  Survey  of  the  Santa 
Barbara  Channel  Oil  Spill,"  the  detri- 
mental effects  to  the  environment  are 
not  as  dramatic  as  the  press  indicated 
("Could  He  Possibly  Be  Right?"  Fact 
h-  Comment,  Apr.  15).  And  the  Gulf 
of  Mexico  is  capable  of  producing 
over  a  billion  pounds  of  fish  and  shell- 
fish yearly  in  the  presence  of  exten- 
sive offshore  drilling  structures.  Two 
of  the  three  wells  that  caused  tempo- 
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rary  damage  due  to  blowouts  were  in 
the  Gulf,  and  the  fact  that  fish 
catches  have  not  been  impaired  sup- 
ports the  statement  "no  lasting  ad- 
verse effects  on  the  environment"  have 
resulted  from  these  well  blowouts. 

—G.J.  Tankersley 

President, 

The  East  Ohio  Gas  Co. 

Cleveland,  Ohio 

He  Has  a  Boss 

Sir:  Your  article  on  me  {The  Mon- 
ey Men,  June  15)  states,  "Howard 
rarely  looks  to  Schoellkopf  and  his 
board  for  concurrence  even  if  he  feels 
matters  of  policy  are  involved."  I  op- 
erate under  the  corporate  and  invest- 
ment policies  set  by  the  board,  and 
within  that  framework,  implement 
those  policies.  I  clear  all  major  de- 
cisions with  our  chairman  and  chief 
executive  officer,  Paul  Schoellkopf. 

— E.  Douglas  Howard  II 

President, 

Niagara  Share  Corp. 

Buffalo,  N.Y. 

What's  in  a  Name? 

Sir:  In  an  editorial,  you  ask  how 
"Senator  McGovern  must  now  feel 
when  it  tunis  out  his  'miracle'  nomina- 
tion seems  to  have  been  a  CREEPy 
accomplishment  {June  15)?"  Just 
change  the  name  and  change  "nomi- 
nation" to  "election"  and  it  fits  Nixon 
even  more  beautifully. 

—Marvin  Johnson 
Chicago,  111. 

Small  Decline 

Sir:  First-quarter  earnings  declined 
to  $4  million  in  1973  from  $4.7  mil- 
lion in  1972,  not  from  $7.4  million 
as  reported  {June  15). 

— RiciL\RD  E.  George 

Vice  President,  Financial  Planning, 

Jewel  Companies,  Inc. 

Chicago,  111. 

Bad  Switch 

Sir:  In  the  chart  on  page  59  {June 
J),  the  names  of  Mailennan  and 
Morse  Electro  Products  were  switched 
which  was  obvious  because  the  list 
was  in  alphabetical  order  and  you  had 
Morse  coming  before  Marleiman. 

—Harold  J.  Jackson 
Los  Angeles,  Calif. 

Covering  Ourselve's 

Sir:  So  "Wall  Street  Love's  Avon" 
doe's  it?  It  is  obviou's  that  the  editor's 
of  Forbe's  didn't  see  the  forest  for 
the  tree's  when  they  approved  the 
July  1  cover. 

—Burt  Sciiell 
Skokic.  111. 

Since  when  have  graffiti  and  gram- 
mar been  stjnonimou'.s—Ko. 
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T-i  I    .  on  the 

I  noughts . . .  Business  of  Life 


What  a  people  talk  about 
means  something. 
What  they  don't  talk  about 
means  something. 
William  Saroyan 


A  truly  good  book  is  something 
as  wildly  natural  and  primitive, 
mysterious  and  marvelous, 
ambrosial  and  fertile 
as  a  fungus  or  a  lichen. 
Henry  David  Thoreau 


Work  consists  of  whatever 
*a  body  is  obliged  to  do, 
and  play  consists  of  whatever 
a  body  is  not  obliged  to  do. 
Mark  Twain 


Two  great  talkers  will  not 
travel  far  together. 
George  Borrow 


I  nauseate  walking; 
'tis  a  country  diversion; 
I  loathe  the  country. 
William  Congreve 


Unemployment  is  rarely 
considered  desirable  except  by  those 
who  have  not  experienced  it. 
John  Kenneth  Galbraith 


Anybody  at  all  has  the  right 
to  talk  about  himself— provided  he 
knows  how  to  be  entertaining. 
Charles  Baudelaire 


A  bore  is  a  person  who  talks  when 
you  wish  him  to  listen. 
Ambrose  Bierce 


The  secret  of  the  man 

who  is  universally  interesting 

is  that  he  is  universally  interested. 

William  Dean  Howells 


Nothing  makes  a  man  hate  a  woman 
more  than  her  constant  conversation. 
William  Wycherley 


Books,  walks,  music, 

the  theater,  athletics,  travel, 

automohiling,  gardening,  friends, 

conversation— each  and  all 

in  their  proper  place  can  supply 

ideal  recreation.  Recreation  is  the 

salt  that  gives  life  its  flavor. 

B.C.  Forbes 


He  who  cannot 

in  his  own  house  entertain  a  guest, 

when  abroad  will  find  few 

to  entertain  him. 

Chinese  Proverb 


Is  it  a  stale  remark  to  say 

that  I  have  constantly  found  the 

interest  excited  at  a  playhouse 

to  bear  an  exact  inverse  proportion 

to  the  price  paid  for  admission? 

Charles  Lamb 


The  trouble  with  plays  these  days 
is  that  they're  too  easy 
to  understand. 
Robert  Allen  Arthur 


The  world  is  too  much  with  us; 

late  and  soon,  getting  and  spending 

we  lay  waste  our  powers. 

Little  we  see  in  nature 

that  is  ours. 

William  Wordsworth 


Gullibility  is  the  key 

to  all  adventures.  The  greenhorn  is 

the  ultimate  victor  in  everything; 

it  is  he  that  gets  the  most 

out  of  life. 

Gilbert  K.  Chesterton 


Repartee  is  what  you  wish 
you'd  said. 
Heywood  Broun 


What  a  man  needs  in  gardening  is 
a  cast-iron  back,  with  a  hinge  in  it. 
Charles  Dudley  Warner 


I  am  persuaded  that  foolish  writers 
and  foolish  readers  are  created 
for  each  other;  and  that  fortune 
provides  readers  as  she  does  mates 
for  ugly  women. 
Horace  Walpole 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%:  New  York  City,  7%.) 


Music  is  only  useful  if 

it  is  good  music,  whether  light  or 

serious.  Unless  it  provides 

one  with  some  vital  experience 

which  no  other  art  can  convey,  it  is 

not  only  useless  but  a  nuisance. 

Constant  Lambert 


A  Text 


Sent  in  by  Val  Choslowsky.  Washing- 
ton, D.C.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  presented 
to  senders  of  texts  used. 


Give  strong  drink  unto  hint  that  is 
ready  to  perish,  and  wine  unto  those 
that  be  of  heavy  hearts.  Let  hitn  drink 
and  forget  his  poverty,  and  remember 
his  misery  no  more. 

Proverbs  31:6,7 
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Is  the  Public 
Playing  Russian  Roulette? 
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How  Chemical  Bank  helped 

unscramble  a  difficult 
packaging  problem  in  Mexica 


It  all  started  when  one  of  our  customers 
—  an  American  paper  manufacturer— came 
to  us  with  a  problem.  Due  to  newly  enacted 
Mexican  import  restrictions,  he  was  faced 
with  the  problem  of  either  finding  a  new 
market  for  his  products  (in  this  case  egg  pack 
aging)  or  building  a  plant  and  manufacturing 
them  locally.  But  in  order  to  build  a  plant 
in  Mexico  he  needed 
capital,  and  a  lot  of  it. 
We  supplied  him  with 
an  imaginative  financial 
package  including 
equity  financing,  initial 
working  capital,  and 
equipment  export  loans. 

We  then  arranged 
for  U.  S.  Government 
participation  on  the 
equipment  financing 
through  the  Export- 
Import  Bank.  He  built 
the  manufacturing  plant 
he  needed  and  a  lot  of 
Mexican  chicken  eggs 
didn't  go  homeless.  At  Chemical  Bank  when 
we  feel  there  is  a  positive  risk  involved  in 
a  loan,  we'll  take  it.  After  all,  we  didn't 
get  to  be  one  of  the  world's  largest  banks  by 
turning  applications  down. 

From  eggs  to  oil  wells* 

We  loan  money  to  countries,  too.  Take, 
for  instance,  a  loan  we  made  to  the  govern- 
ment oi  Iran  to  expand  an  oil  refinery  there. 
One  of  our  customers  needed  a  competitive 
financial  proposal  in  order  to  bid  on  this 
project.  We  prepared  it  and  simplified  many 
of  the  usual  complications  that  arise  in  such 
transactions.  When  our  customer  was 
awarded  the  contract,  we  provided  Iran  with 
the  necessary  financing.  By  early  1975,  the 


$124  million  project  will  be  completed. 
And  production  at  the  refinery  located  near 
Tehran  will  have  been  increased  by  more 
than  100,000  barrels  per  day. 

Our  international  specialists* 

Our  Non-Recourse  International 
Finance  Group,  which  arranged  the  Iranian 

loan,  is  one  of  two 
special  groups  that 
we've  organized  to 
help  you  meet  long-    ' 
term  financial  require- 
ments and  to  assist  you 
in  analyzing  offshore 
opportunities.  These 
experts  know  the  ins 
and  outs  of  dealing 
with  government 
agencies  such  as  the 
Export-Import  Bank. 
The  other  is  our 
Multinational  Finance 
and  Syndication 
Group. Through  it  we 
arrange  multi-bank  participations  in  large 
international  loans. 

Our  world-wide  offices* 

Main  Office:  New  York.  Branch  Offices: 
Brussels,  Frankfurt,  London,  Paris,  Tokyo, 
Zurich,  and  Nassau .  Representative  Offices  in 
Beirut,  Birmingham,  Madrid,  Milan,  Bogota, 
Buenos  Aires,  Caracas,  Rio  de  Janeiro, 
Sao  Paulo,  Mexico  City,  Hong  Kong,  Manila, 
Singapore,  and  Sydney.  Subsidiary:  Chemical 
Bank  International  of  San  Francisco. 
Correspondent  banks  in  over  185  nations. 

CkmicalBanc 

The  American  businessman:  When  his  needs 
are  financial,  his  reaction  is  Chemical. 


\ 


All  too  many  crusaders  carry  banners 
with  the  dollar  signs  removed 


Yes,  of  course  we  can  have  pure  air  and  water,  automobiles  and  smoke 
stacks  which  emit  no  noxious  fumes,  smog-free  cities,  if  —  IF  —  we  are 
willing  to  accept  automobiles  with  miserably  poor  mileage,  if  we  accept 
far  higher  electric  rates,  if  we  are  willing  to  pay  much  more  for  almost 
everything  we  use,  if  — 

Everyone  wants  freedom  from  pollution  but  no  one  seems  willing  to 
look  at  the  other  side  of  the  coin  —  the  cost.  So  isn't  it  a  little  silly  for 
Environmentalists  to  beat  their  breasts  and  point  their  fingers  and 
sharpen  their  tongues  against  business  until  they  first  publicly  declare 
they  are  willing  to  pay  the  cost  of  the  utopia  they  demand? 

Like  everything  else  in  life,  Freedom  (including  freedom  from  pol- 
lution) is  not  Free. 

BURLimmE 

For  years  this  Company  (which,  because  of  its  type  of  business,  is 
not  a  major  polluter)  has  been  spending  hundreds  of  thousands  of  dollars,  J  (JL  2^  c  1070 
sometimes  changing  entire  processes,  to  stop  every  possible  pollution  of 
air  and  water,  every  possible  volume  of  irritant  noise.  So,  too,  we  happen       (.(BftARV 
to  know,  have  hundreds  of  other  companies.  But  a  complete  revision  in 
operations  takes  time  as  well  as  money. 

Like  so  many  other  things  in  this  country,  we'd  all  see  more  clearly 
and  so  reach  our  goal  more  quickly  with  less  crusade  heat  and  more  light. 


Greater  outpu:  ,.  ...  »,arner  &  Swasey's  niimeri- 
cally  controlled  shaft  turning  machines  helps  cus- 
tomers maintain  a  strong  competitive  position. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


JUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 
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If  l^ou 

have  to  wait  a  week  for 

business  news, 

maybe  ifs  not  news 

anymore. 


The  way  the  business  world  is  moving 
these  days,  what  was  hot  news  last  week  may 
be  ancient  history  today. 

You've  got  to  make  your  business  deci- 
sions, or  your  business  recommendations,  on 
the  freshest  facts  you  can  get  your  hands  on. 
You  can't  wait,  because  your  company  can't 
wait,  andyour  competition  won't  wait. 

That's  why  The  Wall  Street  Journal  is 
published  every  business  day.  That's  why  we 
print  The  Journal  in  nine  different  plants  in 
the  United  States.  That's  why  we  rush  it  out  in 
trucks  and  in  planes.  So  you  get  The  Journal 
when  the  facts  are  fresh.  So  the  news  is  new. 
So  you  can  act  on  it  now.  So  you  make  today's 
moves  with  today's  information. 

Every  day  in  The  Journal  you  get,  fresh, 
the  news  of  anything  happening  anywhere 


that  can  affect  you,  your  business,  your  job. 
Put  together  by  the  world's  largest  staff  of  busi- 
ness news  reporters. 

Start  getting  The  Wall  Street  Journal.  If 
you  fill  out  and  mail  in  the  attached  card,  we'll 
start  you  on  an  introductory  subscription  to 
The  Journal.  68<f*  a  week  for  13  weeks  (or 
longer,  if  you  want).  If  the  card  is  missing,  write 
to  The  Wall  Street  Journal,  Dept.  2A415, 200 
Burnett  Road,  Chicopee,  Mass.  0102L  It's  a 
great  way  to  catch 
up  with  today's 
business  world. 


The 


Wall  Street 
Journal 

*  Prices  good  in  United  States  and  possessions  and  Canada. 


27waysagrea 

can  heV 


Most  executives  consider  lending  money  to  be  the 
most  important  function  of  a  bank.  And  it  is  not  sui-prising. 
Particularly  in  times  of  tight  money. 

This,  we  find,  works  to  our  advantage.  For  we  are 
known  for  one  characteristic. 

If  you  are  our  customer,  we  are  your  bank. 
And  we  never  forget. 
Money:  The  biggest  help  of  all. 

1.  We  make  loans.  All  kinds  of  loans. 

Some  banks  rely  on  loan  committees  and  reviews. 
We  say  there  is  a  faster  way.  It  is  letting  the  loan  officer 
and  the  customer  work  out  their  loan  face-to-face.  Forget 
the  red  tape.  Use  common  sense.  We  think  the  right  loan 
makes  sense  to  you  and  to  us. 

It  is  an  uncomplicated  approach.  And  it  works. 

But  there  is  far  more  to  a  gi-eat  money  center  bank 
than  lending  money. 

A  money  center  bank:  The  iceberg  concept. 

Most  banks  can  help  with  money.  But  credit  is  seldom 
the  factor  that  distinguishes  banks.  For  a  bank  to  really 
help  you  compete,  it  has  to  look  beyond  your 
borrowing  needs. 

A  great  money  center  bank  will  prove  this. 

By  the  complete  range  of  services  it  offers.  By  the 
innovative  and  responsive  ways  it  performs  those  seiAices. 
By  the  way  it  supplies  you  with  new  and  competitive  ideas 
for  the  whole  scope  of  your  business. 

And  perhaps,  most  of  all,  by  the  way  it  finds  subtle 
methods  to  perform  the  simple  functions  more 
competitively. 

Cash  management:  Making  your  money  work 
harder. 

The  difference  in  cash  management,  for  example,  is 
not  so  much  what  is  done.  But  how  it  is  done.  That  kind  of 
difference  sets  the  great  banks  apart. 

2.  Collection  is  how  we  gather  your  funds.  We  use 
every  technique  that  makes  sense.  Depositoiy  transfer 
checks.  Cash  mobilization.  Lock  boxes.  Wire  transfers. 
Whatever  will  get  your  money  into  your  account  fastest. 

Our  approach  to  cash  management  makes  your 
money  work  harder: 

3.  Our  Automated  Zero  Balance  Disbursing  System 
concentrates  your  cash,  reduces  impressed  balance  levels, 
improves  control,  and  lengthens  disbursing  float. 

4.  A  Balance  and  Activity  Report  gives  you  a 
monthly,  no-nonsense  analysis  of  your  account. 

5.  Summarization  and  Sorting  Services  provide 
status  reports  on  all  your  disbursing  activities. 

6.  The  Automatic  Investment  Facility  skims  off 
money  you  don't  need  for  daily  business  and  puts  it  into 
short  term  investments. 

A  word  about  making  your  money  make  money. 

Whenever  your  corporation  has  idle  cash  or  near  cash 


items,  our  Bond  Department  can  help  manage  them  nic 
profitably. 

7.  We  compete  in  all  seginents  of  the  money  marke  H 
trading  in,  or  placing  orders  for,  all  money  market 
instruments— CD's,  commercial  paper,  banker's 
acceptances,  repurchase  and  resale  agreements,  U.S. 
Treasuries,  Federal  Agency  securities,  and  short  term 
tax  exempt  notes. 

Corporate  Finance  Division:  Competing  when 
banks  usually  don't  compete. 

The  corporation  seeking  financial  help  must  look  fo 
the  best  short  and  long  term  financing  alternatives.  On 
the  full  resources  of  a  money  center  bank  can  provide 
those  altei'natives. 

8.  Through  the  Financial  Advisory  Service,  we  act 
financial  advisor  to  companies  in  connection  with  the 
structuring  and  private  placement  of  long  term  financii 
with  institutional  investors,  including  Title  XI  bonds  foi 
ship  financing. 

9.  Working  with  tlie  lending  divisions,  and  Fii-st 
Chicago  subsidiaries,  we  can  combine  your  bank  financi 
with  institutional  financing  in  one  package. 

10.  Our  Merger  and  Acquisition  SeiAices  advise 
seller  of  his  real  market  value,  locate  and  evaluate  logic 
buyei-s,  and  identify  tax  and  accounting  implications 
Corporations  throughout  the  world  provide  our  lending 
divisions  with  their  merger  and  acquisition  criteria. 

All  Trust  Departments  are  not  alike. 

One  measure  of  a  money  center  bank  is  its  ability  a 
willingness  to  compete  in  any  area  of  trust  services. 

11.  At  a  time  when  many  banks  are  getting  out  of 
stock  transfer,  our  system  is  becoming  more  personal, 
faster,  and  more  accurate  than  ever  before.  It  includes 
dividend  reinvestment  and  shai-eholder  stock  puichiise | 
services. 

12.  We're  committed  to  pension  and  profit  sharing 
management.  We're  the  sixth  largest  retirement  fund 
manager  in  the  country.  We  serve  as  advisor  to  a  public 
owned  bond  fund.  We  have  a  new  commingled  real  esta; 
fund.  And  our  equity  portfolio  managers  gain  an  edge  v 
our  computer  Portfolio  Composition  System.  1 

13.  We  serve  as  trustee  for  debt  securities  anywhei 
in  the  world.  We  handle  the  security  processing  for  anyj 
kind  of  merger,  acquisition  or  tender  offer. 

Equity  capital:  Start-ups,  buyouts,  and  privi 
placements. 

14.  First  Capital  Corpt)ration,  our  small  business 
investment  company,  and  First  Chicago  Inve.stment 
Coiporation  provide  equity  investments  for  divestitureiil 
joint  ventures,  partnerships,  and  other  s|XH'iaI  situat  u 

Through  these  companies  we  supply  capital  usim 
subordinated  debentures, convertible  prefeiTed  st^xK 


noney  center  bank 
nou  compete. 


'  custom-tailored  debt  and  equity  arrangements, 
domestically  and  internationally. 

Estate:  Competing  from  the  ground  up. 

5.  First  Chicago  Realty  Services  Ck)rporation,  I.  J. 
dn  &  Company,  and  the  Real  Estate  Lending  Division 
the  complete  range  of  financing  services  from  short 

oans  to  permanent  financing, 
rhese  are  land  loans.  Development  loans.  Construction 

Gap  loans.  Permanent  loans.  Specialized  loans,  such 
ndominium  conversions. 

Through  these  companies  we  have  the  capability  to 
le  real  estate  development  anywhere  in  the  country, 
through  First  Chicago  Limited  and  our  branch 
m,  anywhere  in  the  world. 
)ur  real  estate  services  go  beyond  lending  money. 

16.  Real  Estate  Research  Corporation  can  provide 
aisals,  market  and  financial  feasibility  studies, 

ion  studies,  and  consultation  from  13  offices  across 
auntry. 

ing:  A  very  competitive  alternative. 

f  you  have  better  and  more  profitable  ways  to  use 
al,  consider  leasing. 

17.  First  Chicago  Leasing  Corporation  arranges 
lard  leases,  providing  100%  long  term  financing, 
shapes  them  specifically  for  your  company, 

18.  Arranges  a  leasing  line  of  credit  to  help  you  lease 
iety  of  equipment  over  a  long  period  of  time. 

19.  Develops  leveraged  leases  and  lease  underwriting 
ulti-million  dollar  transactions.  * 

JO.  Sets  up  ship  chaiters  which  utilize  Title  XI 

cing. 

!1.  Designs  vendor  lease  programs  to  make  lease 

cing  available  to  your  customers. 

2.  Does  facility  financing,  turn-key  financing,  and 

lase/leaseback  of  existing  facilities. 

Vnd  we  can  help  you  do  business  anywhere  in  the 

competitive  advantages  overseas. 

S3.  We  were  thfe  first  American  bank  to  start  a 
y-owned  merchant  bank  from  scratch  in  London. 


First  Chicago  Ltd.  gives  us  the  opportunity  for  creative 
financings  — Euro  Commercial  Paper,  Euro  Bonds,  Euro 
Loans  —  for  international  corporations  anywhere  in  the 
world. 

24.  First  Chicago  Ltd.  can  give  you  a  world-wide 
package  of  corporate  financial  services  utilizing  First 
Chicago  subsidiaries  anywhere  in  the  world.  Ranging  from 
venture  capital  and  specialized  industry  financing  to 
regular  merchant  bank  placements. 

Where  you  compete,  we  compete. 

Since  1965,  we  have  opened  37  new  branches, 
subsidiaries  and  offices  outside  the  United  States.  Today 
we  operate  in  24  countries. 

But  overseas,  as  in  America,  what  sets  us  apart  is  our 
competitive  philosophy. 

We  manage  our  own  branches  and  offices. 

That  makes  us  quicker  and  more  responsive.  It 
usually  enables  our  international  bankers  to  have  a 
higher  loan  limit  than  the  competition. 

It  means  that  we  can  promise  these  things: 

25.  Each  branch  and  office  offers  a  full  range 

of  services,  including  many  that  banks  less  involved  in 
international  banking  can't  offer. 

26.  We  know  the  economic  situation  and  business 
climate  of  each  world-wide  money  center.  To  give  you  the 
most  competitive  finance  package,  we  work  with 
EximBank,  FCIA,  and  PEFCO. 

27.  We  can  combine  several  financial  services  by 
utilizing  our  merchant  bank,  finance  companies,  and 
leasing  subsidiaries,  often  with  terms  beyond  the  norm. 

Staying  ahead. 

Competition  is  a  reality. 

To  keep  ahead  of  your  competitors  you  have  to  do 
things  better.  Take  a  good  idea  a  step  further.  That's 
exactly  the  way  First  Chicago  is  organized  and  managed. 
To  be  pragmatic,  direct  and  responsive. 

Providing  all  the  financial  services  you'll  need, 
worldwide,  in  a  total  package,  from  a  single  source. 
To  help  you  compete. 

If  that  way  of  doing  business  makes  sense  to  ycu, 
we  think  alike. 


he  First  National  Bank  of  Cliicago  @ 
\bu  compete.We  compete. 

'irst  National  Bank  of  Chicago,First  Chicago  Corporation,  has  installations  in  Amsterdam,  Athens,  Beirut,  Bogota,  Brussels,  Dublin, 
Idorf,  Frankfurt,  Geneva,  Guatemala  City,  Hong  Kong,  Jakarta,  Kingston,  London,  Madrid,  Mexico  City,  Milan,  Nairobi,  Panama  Gty, 
Rome,  Sao  Paulo,  Singapore,  Stockholm,  Sydney,  Tokyo  and  Toronto.  In  New  York:  First  Chicago  International  Banking  Corporation. 
Chicago  International,  Los  Angeles.  First  Chicago  Leasing  Corporation:  installations  in  Chicago,  New  York,  London  and  Toronto. 

[^pital  Coi-poration  is  a  Federal  Licensee  under  the  Small  Business  Investment  Act  of  1958.  ^ 

'  Member  F.D.I.C. 


Trends  &Tangents 

Foreign 


Signs  of  the  Changing  Times 

Those  olde  worlde  leather  shops  in 
Florence's  15th-century  craftsman's 
comer  know  who  has  the  money. 
Prices  now  are  quoted  in  lire  and  yen, 
and  those  handsome  gold-embellished 
passport  cases  are  made  for  Japanese 
passports  only. 

Will  They  Sell  Kimonos? 

Sears,  Roebuck  will  open  the  first 
of  at  least  seven  catalog  counters  in 
Japan  this  summer.  The  counters  will 
be  in  stores  operated  by  the  Seibu 
Group  of  Retail  Enterprises,  and  the 
catalogs  will  show  the  full  line  of 
Sears  merchandise.  Orders  will  be 
shipped  from  Sears'  warehouse  in  Los 
Angeles.  Sears  is  not  investing  any 
capital  in  Japan  and  so  escapes  the 
numerous  and  often  disabling  restric- 
tions on  foreign  companies.  Clever 
people,  these  Chicagoans. 

Flow  Purely 

River  pollution  in  England  and 
Wales  is  in  for  a  concerted  attack, 
spurred  by  a  recent  government  sur- 
vey showing  that  2,000  miles  of  water- 
ways are  still  badly  polluted  despite 
a  25%  reduction  in  the  last  15  years. 
The  plan  is  to  eliminate  almost  three- 
fourths  of  the  remaining  water  pol- 
lution within  the  next  decade,  at  a 
cost  of  some  $3.4  billion.  As  evidence 
of  their  seriousness,  British  authorities 
note  their  striking  success  already  in 
cleaning  up  much  of  the  country's 
worst  air  pollution. 

Business 

Working  on  the  Railroad 

As  far  as  the  railroad  freight  busi- 
ness is  concerned,  one  record  leads  to 
another.  In  the  first  six  months  of  the 
year,  the  railroads  handled  417  billion 
ton-mUes  of  freight  traflBc,  6%  more 
than  their  previous  record  hauling  in 
the  last  half  of  1972.  And  what  con- 
tributed to  the  growth?  The  record 
year  in  grains  (carloadings  of  wheat, 
corn  and  soybeans  have  jumped  40% 
so  far  this  year)  and  shipping  De- 
troit's record  output  of  cars. 

Early  In,  Early  Out 

A  prime  reason  for  the  above-av- 
erage performance  of  Niagara  Share 
Corp.  (Forbes,  June  15)  was  its  pur- 
chase of  foreign  gold  stocks  and  a 
Japanese  investment  company.  But 
last  month  Niagara  President  E.  Doug- 
las Howard  II  announced  he  had  sold 
both.   "Right  now  I  don't  see  much 


more  upward  revaluation  of  the  yen," 
he  says.  "I  feel  the  dollar  is  now 
way  unders  alued  in  relation  to  other 
currencies."  His  reasoning  on  gold  was 
that  it  has  risen  from  less  than  $60 
to  over  $120  recently  and  is  now  so 
high  that  industrial  users  such  as 
jewelers  and  dentists  are  shying 
away  from  it:  "I  don't  share  the 
mystique  about  gold  that  some  others 
do.  There  is  too  much  psychology 
supporting  the  present  price." 

Look,  Ma,  No  Accidents! 

In  response  to  the  loud  public  out- 
cry prompted  by  the  very  thought  of 
a  nuclear  power  plant  going  up  in 
an  area,  the  nuclear  industry  may 
well  point  with  pride  to  its  extraor- 
dinary safety  record:  Over  the  past  15 
years  not  one  accident  has  occurred  in 
the  operation  of  a  nuclear  installa- 
tion. There  is  financial  reward  also  in 
this  safety  record.  The  two  insurance 
pools  that  provide  liability  coverage 
for  every  U.S.  utility-operated  reactor 
have  refunded  over  $5  million  in  pre- 
miums placed  in  a  loss  reserve  fund. 

The  Un-Credit  Card 

Holders  of  a  new  "credit"  card  get 
a  cost  saving  each  time  they  use  it— 
but  only  when  they  pay  cash.  The 
founders  of  the  cash-only  club,  called 
Equity  Club  International,  are  at- 
(Continued  on  page  57) 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
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mailing  label  from  the  magazine. 
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Readers  Say 


Covering  Avon 

Sir:  I  bet  Avon  has  no  cosmetic 
that  will  cover  the  blemish  that  your 
article  (July  1 )  gave  it. 

—William  Taylor 

New  York,  N.Y. 

Sir:  I  fully  agree  with  the  A\'on 
article  that  the  turnover  in  repre- 
sentatives is  enormous,  but  this  is  not 
Avon's  fault.  Anybody  can  become  an 
Avon  representative  with  a  minimum 
of  investment.  Many  try  who  lack  the 
qualifications  or  the  personality  to 
stick  with  this  or  any  other  occupa- 
tion for  any  length  of  time.  It  is  for- 
tunate for  Avon  that  these  people 
wash  out  quickly  as  they  would  only 
diminish  Avon's  high  standards.  Once 
a  representative  has  survived  her  first 
six  months,  she  usually  stays  with  it. 

— HiLDE  W.  ISSNER 

Miami,  Fla. 

Sir:  If  anybody  needs  a  union,  the 
saleswomen  of  Avon  do.  It's  the  only 
wav  they  will  ever  get  a  fair  break. 

-L.H.  Dorr 
Detroit,  Mich. 

Sir:  I  hope  that  you  will  re-read 
that  article  six  months  from  now,  a 
year  from  now,  two  years  from  now, 
and  see  just  what  effect  it  had  on  the 
thinking  of  the  investing  public. 
When  my  subscription  runs  out,  I  will 
not  renew. 

— H.W.  Brewer 
Naples,  Fla. 

They  Have  Prisoners,  Too 

Sir:  Your  recent  attack  on  the  Gov- 
ernment of  India  for  not  releasing  the 
90,000  Pakistani  POW's  shook  me 
up  (Fact  lb-  Comment,  May  1).  What 
other  means  do  you  suggest  to  get 
Pakistan  to  let  go  the  100,000  or  more 
Bengalis  that  it  has  held?  In  any  case 
you  seem  to  have  forgotten  the  hue 
and  cry  that  went  up  in  the  U.S.  at 
the  time  of  bringing  the  G.I.s  from 
Vietnam  to  be  sure  that  all  the  boys 
were  home  before  releasing  the  North 
Vietnamese. 

— A.R.  Phaojian 
Montreal,  Canada 

Greyhound  vs.  Boothe 

Sir:  The  general  tenor  of  The 
Numbers  Game  (July  1)  is  that 
Boothe  Computer,  Greyhound  Com- 
puter and  Lea.sco  are  virtually  the 
same,  so  why  did  Touche,  Ross  give 
Boothe  a  qualified  certificate  and  Grey- 
hound and  Leasco  unciualifictl  cer- 
tificates? I  want  you  to  face  up  to  the 
(Continued  on  pofie  58) 
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Some  Pitfalls 

of  Protecting  Against  Inflation 

People  with  capital,  whether  it  is  $10,000  or  $10  million,  are  desperately 
trying  to  protect  themselves  against  inflation  these  days  (if  they  aren't  wor- 
ried, it  must  be  because  they  don't  understand  what  is  going  on).  But 
where  does  protection  lie?  Had  you  put  $100,000  into  the  Dow  Jones  In- 
dustrials five  years  ago,  it  would  have  a  purchasing  power  today  of  only 
about  $70,000  in  1968  dollars.  At  present  low  levels,  stocks  may  well  be  a 
good  buy,  but  they've  been  disappointing  or  worse  for  half  a  decade. 

Not  surprisingly,  people  have  looked  elsewhere  than  the  stock  market  for 
inflation  protection.  In  this  issue,  Forbes  examines  three  alternatives  to 
ordinary  stocks:  commodity  trading  (p.  24);  art  and  antiques  (p.  46); 
gold  mining  stocks  (p.  40).  Forbes  finds  each  of  them  full  of  pitfalls  for 
the  ordinary  capitahst. 

Commodity  trading,  we  found,  is  akin  to  Russian  roulette. 

Arts  and  antiques,  a  time-tested  rich  man's  hedge,  requires  more  knowl- 
edge, connections  and  staying  power  than  most  investors  possess. 

Gold  mining  stocks?  They  worked  in  the  Thirties  as  a  hedge  against  de- 
flation. They  have  worked  the  past  few  years  as  a  hedge  against  stepped-up 
inflation.  But  Forbes  cautions  against  assuming  that  the  hedge  will  go  on 
working  much  longer. 

So  what  do  you  do?  Give  up?  No,  but  we  don't  think  that  getting  wiped 
out  is  any  way  to  protect  your  assets  against  inflation.  What  we're  saying  is: 
Consider  all  the  possibilities,  but  don't  get  panicked  into  unwise  investment 
or  speculation. 

How  about  mutual  funds?  Don't  laugh.  Yes,  we  know  the  industry  is 
having  problems.  No,  we  don't  think  you  can  make  big  profits  in  mutual 
funds.  But  in  the  next  issue  Forbes  will  list  a  group  o."  mutual  funds  that 
have  kept  ahead  of  inflation  and  have  done  so  without  taking  heavy  losses 
in  the  repeated  bear  markets  that  have  marked  recent  years. 

This  will  be  our  19th  armual  Mutual  Fund  Survey.  It  is  expressly  de- 
signed to  measure  funds  as  long-term  protectors  (and  enhancers)  of  capital. 
During  the  go-go  years  we  caught  a  certain  amount  of  flak  for  our  ratings. 
Why  didn't  we  give  quarter-by-quarter  or  month-by-month  comparisons  for 
the  funds?  (Some  people  were  doing  it  weekly.)  Our  answer  was— and  is: 
Investing  is  not  a  race;  it  is  an  endurance  course.  You  don't  know  how  good 
a  fund  is  until  you  watch  it  in  bull  markets  and  bear  markets,  in  boom  and 
in  recession;  until  you  know  to  how  much  risk  management  exposes  its 
stockholders.  All  these  things  Forbes  mutual  fund  ratings  are  designed  to 
measure.  What  the  precise  ratings  will  be  we  don't  ourselves  yet  know;  the 
computer  is  still  digesting  the  figures.  But  when  the  ratings  appear  in  our 
Aug.  15  issue,  you  will  be  able  to  see  clearly  which  mutual  funds  have 
helped  their  stockholders  to  contain  inflation  and  which  have  not.  ■ 
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''With  all  thy  getting  get  understanding' 


Fact  and  Comment 


IF  I  WERE  AN  INTERNATIONAL  MONETARY  WHEELER-DEALER 

I'd  sell  marks  short  and  buy  dollars. 

Our  bucks,  at  present  European  prices,  are  a  bargain 
that  won't  be  long  available  .  .  . 

.   .   .   PARTICULARLY  IF 


President  Nixon  flatly  limits  the  dollars  U.S.  oil  companies 
can  spend  for  imported  oil  for  the  next  12  or  24  months 
to  what  they  spent  importing  oil  during  the  12  months 
preceding  July  1. 

Such  a  move  would  have  these  results: 

•  Instamatically,  the  dollar  abroad  would  shift  from 
wobbly  weakness  to  its  forfner  hard  soUdity.  Instead  of 
the  predicted  billions  of  additional  dollars  spent  on  buying 
oil  in  soaring  quantities  we'd  have 

•  A  swifter-than-you-think  favorable  trade  balance— 
wliich  in  the  long  rim  is  the  only  real  way  to  soak  up 
the  troublesome  dollar  surpluses  sloshing  hedgefully  from 
one  currency  to  another. 

•  Watergate-hurt  President  Nixon,  by  doing  what  would 


be  highly  unpopular  to  our  gasoline-shorted  populace, 
would  regain  the  respect  and  popularity  that  popularity- 
seeking  moves  will  never  give  him. 

•  With  a  limit  to  imported  oil,  there  will  be,  instamati- 
cally, by  the  Government  and  the  energy  companies  and 
everyone  else,  an  all-out  effort  in  two  directions— to  bring 
on  stream  new  energy,  and  of  equal  or  more  importance 

•  To  conserve,  to  stretch  our. present  rather  fabulous 
energy  output.  When  a  couple  of  hundred  million  Ameri- 
cans stop  exceeding  50  miles  per  hour;  turn  off— or,  any- 
way, up— their  air-conditioners  and  open  their  neckties 
( see  below ) ;  turn  unneeded  lights  oflF  and  walk  when  the 
distance  is  walkable,  we'll  also  have 

•  Cleaner  air  and  healthier  people. 


OFF  WITH  THE  TIES  THAT  BIND 


The  Interior  Department,  responsible  for  operating 
federal  buildings,  urges  that  men  working  in  them  this 
summer  remove  their  neckties  because,  according  to  the 


Wall  Street  Journal,  "temperatures  could  be  raised  four  de- 
grees and  the  air  conditioning  load  would  drop  20%." 
Now  how  about  dat! 


THE  UAW  SHOULD  WIN  THIS  ONE 


It  probably  would  be  an  understatement  to  say  that 
Forbes  on.- many  occasions  has  been  unsympathetic  to  the 
more  outrageous  demands  of  the  United  Automobile 
Workers,  as,  for  instance,  when  they  ask  for  50%  wage 
jumps  at  one  crack  or  double  time  for  vacation  weeks  on 
the  basis  that  you  spend  more  money  on  vacations. 

But  a  key  demand  in  their  current  negotiations  with 
Detroit  relates  to  making  overtime  voluntary,  and  I  don't 
see  how  the  automotive  industry  can  continue  long  to 
ride  roughshod  over  that  one.  It's  certainly  not  the  sort 
of  thing  that  would  engender  public  support  for  the  car 
makers— of  which  they  have  Uttle  enough  these  days  for 
multiple  other  reasons. 

As  it  is  now  auto  workers  can  be  and  are  ordered— and 


because  of  record  demands  it's  pretty  consistent— to  work 
overtime  on  evenings,  Saturdays  and/or  Sundays.  Sure, 
the  take-home  pay  is  enormous  from  the  double-time  over- 
time, but  to  take  home  you  have  to  once  in  awhile  go 
home.  Under  the  present  setup,  workers  who  refuse  can  be 
disciplined  or  fired. 

Granted,  it  is  hardly  practical  to  run  an  assembly  line 
on  a  volunteer  basis  when  the  absence  of  even  one  out  of 
every  five  could  probably  hobble  the  output— but  that 
hardly  justifies  a  man  being  forced  to  work  almost  an 
indefinite  number  of  hours. 

It  wouldn't  necessarily  be  a  bad  thing,  you  know,  if 
car  makers  were  unable  to  fill  all  their  orders  in  shortest 
possible— i.e.  most  expensive— order. 
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RCA'S   ROBERT  SARNOFF 


should  be  enjo>dng  some  of 
the  enjoyment  his  corpora- 
tion's earnings  should  be  pro- 
viding shareholders.  One  of 
these  days,  enough  investors 
are  going  to  reahze  how  in- 
adequately RCA's  present 
P/E  ratio  reflects  its  value. 


NOW  WOULDN'T  THAT  FROST  YOU 


Dealing  with  American  Express  is  as  bad  as  it  was  a  de- 
cade ago.  I  suppose  almost  everybody  who  has  one  of  their 
credit  cards  has  a  story  that  can  top  this  one.  Anyway  .  .  . 

So  long  ago  I've  forgotten  when,  I  asked  for  one  of 
their  cards  in  my  wife's  name.  It  came— but  on  my  ac- 
count number  so  that  all  her  charges  came  to  the  ofiBce 
and  each  month  had  to  be  separated  from  mine,  because 
none  of  hers  had  anything  to  do  with  business  and  some 
of  mine  did.  So,  weU  over  a  year  ago,  I  asked  for  one  in 
her  name  at  our  home  address.  Months  went  by.  Bills,  pa- 
pers and  tempers  flew.  Finally,  some  weeks  ago  there  came 
a  form  referring  to  the  application  and  asking  us  to  check 
oflF  references  for  her  in  terms  of  trust  oflBcer,  banker,  bro- 
ker, accountant,  attorney  and  gad  knows  what  all. 


Then,  lo  and  behold,  what  do  I  find  in  m>'  monthly 
credit  card  statement  from  American  Express  recently? 
A  beautifully  printed  flier  entitled,  "Here  Are  8  Good 
Reasons  To  Give  Your  Wife  an  American  Express  Money 
Card  (In  her  own  name)." 

Subsequently  she  received,  in  virtually  the  same  mail,  a 
letter  stating  that  my  earlier  application  for  her  was  "can- 
celed" unless  she  sent  in  her  accountant's  name,  and  an- 
other envelope  enclosing  her  American  Express  card  as  per 
application  on  "8  Good  Reasons  To  Give  Your  Wife  One"! 

So,  I've  told  my  wife  and  kids  and  people  here— if  your 
time  means  anything  to  you  (or  this  company)  use  your 
American  Express  credit  card  only  as  a  last  resort,  only 
if  they  won't  take  anything  else,  including  mone> . 


M  VW  HAVE  TO  POT  AN  EDTEITOVVER  IN  EVERY  TOWM 
TO  GCT  YDU  TO  AHHKl/ffE  THE  REST  OT  ntANCX? 


GOOD   AND   AWFUL 

Take  the  bad  ad  first.  Look  at  that  arroganth 
sage  on  "behalf"  of  the  French  Tourist  Bureau- 
read  copy  less  likely  to  attract 
tourists  to  France?  Anyone  who 
thinks  Americans  go  to  France 
just  to  see  the  Eiff^el  Tower 
ought  to  be  shut  up  in  one. 

Now  look  at  the  good  adver- 
tisement: This  is  one  of  a  series 
of  clever-and-delightful  captions 
for  Old  Grand-Dad  Bourbon  that 
imparts  both  good  humor  and 
dignity— which  is  just  what  a 
good  liquor  is  supposed  to  do 
for  its  imbibers.  In  addition  to 
the  headline  here  shown,  the 
series  includes  "If  you're  with- 
out it,  you're  not  with  it,"  and 
"If  you  want  to  win  friends,  use 
our  influence." 


insulting  mes- 
have  vou  ever 


[f  youne  calling 

the  shots, 

were  the  shot 

you're  calling  for 


i 
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WHEN  IN  DOUBT 

duck. 


A   LITTLE   RECIPROCITY 

goes  a  long  way. 


-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Oil  Nationalization  Unlikely? 

Nationalization  [by  the  Arab  states 
of  their  oil]  would  get  the  United 
States  and  the  West  oflF  the  hook  po- 
litically in  the  Middle  East.  It  would 
depoliticize  petroleum  and  restore  it 
as  an  article  of  merchandise  to  be  sold 
at  the  going  price,  and  it  would  re- 
move the  oil  fields  from  the  Arab-Is- 
rael arena.  Moreover,  any  militant 
who  thereupon  suggested  that  the  oil 
states  controlling  their  own  oil  should 
immediately  begin  a  boycott  of  pe- 
troleum to  those  Western  nations  pur- 
suing "anti-Arab"  policies  would  crash 
with  a  considerable  impact  against  the 
facts  of  commercial  life.  .  .  . 

—Oil  in  the  Middle  East  by 
Leonard  Mosely. 

What's  Obscene? 

Thank  heaven  for  antiobscene  laws 
that  prevent  us  from  charging  into 
movie  houses  to  watch  reel  after  reel 
of  bawdy  film,  getting  our  libidos  all 
fired  up.  .  . . 

Films  of  barbaric  violence,  in  which 
we  skin  people  alive,  beat  them  with 
chains  and  boards,  shoot  them  down 
like  dogs  and  exert  all  manner  of  vi- 


cious blood  lust  are  acceptable  under 
the  law— having,  no  doubt,  redeem- 
ing social  value. 

Yet  scenes  of  the  act  of  sex  be- 
tween consenting  adults,  to  be  viewed 
by  adults,  are  not.  .  .  . 

Our  drive-in  movies  proliferate  with 
ghoulish,  legally  acceptable  films  in- 
volving flesh-eating  of  the  dead,  ma- 
cabre episodes  of  torture  and  seamy 
diet  of  teen  violence  in  which  wild 
youth  gangs  beat  and  rape  and  shoot 
up  with  happy  abandon.  .  .  . 

And  after  the  first  few  blushes, 
[hard  core]  films  have  a  way  of  be- 
coming tiresomely  repetitious  and  dull. 
Even  the  most  enterprising  director 
can  only  come  up  with  so  many  ways 
to  show  the  same  thing. 

It  occurs  to  me  that  since  dirty 
films  won't  go  away,  and  organized 
crime  feeds  on  such  illicit  filmmaking, 
maybe  the  dam  things  ought  to  be 
legalized  for  adult  viewing. 

For  strictly  adult  viewing,  which 
is  what  we're  talking  about,  I  fail  to 
see  how  they  can  be  any  worse  than 
the  garbage  we're  getting  in  "accept- 
able" films. 

If  sex  is  really  more  evil  than  mur- 


der, then  we've  sure  got  a  lot  of  re- 
adjusting to  do.         —Charles  Whited 
in  the  Miami  Herald. 

Solar  Energy 

The  solar-energy  industry  is  in  its 
infancy  today,  much  as  the  space  in- 
dustry was  so  many  years  ago  when 
we  first  started  dreaming  of  rockets 
to  the  moon.— Wernher  von  Braun  at 
the  International  Solar  Energy 
Conference  in  Paris. 

Inexorable 

The  internal  combustion  engine  is 
a  very  ineflBcient  conversion  device. 
Even  the  very  best  utility  doesn't 
achieve  over  40%  efiiciency.  Most  of 
them  around  the  country  average 
around  34%  to  35%.  The  rest  goes  out 
in  heat.  The  mileage  per  gallon  is 
coming  down  rapidly  just  at  a  time 
when  we  need  to  conserve.  If  gasoline 
went  up  to  60  cents  a  gallon,  I  think 
people  would  use  a  lot  less  of  it  and 
try  to  find  more  efficient  engines. 
Higher  prices  will  stimulate  the  utili- 
ties to  look  for  increased  efficiency. 

-Dean  McGee,  CEO  of  Kerr- 

McGee  in  an  interview  with  Forbes. 


The  latest  dollar  turmoil  is  the 
most  conclusive  evidence  yet  that 
the  solution  to  the  international 
monetary  problem  does  not  lie  in 
free  floating  exchange  rates.  The 
dollar  came  under  attack  not  be- 
cause it  was  fundamentally  weak, 
but  because  of  short-term,  mostly 
ephemeral  considerations. 

In  practically  every  currency 
crisis  since  World  War  II,  specula- 
tors had  solid  grounds.  The  French 
franc  of  1958  and  1969,  for  in- 
stance, '  was  clearly  overvalued. 
Ditto  the  oft-pounded  pound.  And 
vice- versa  for  the  mark  and  the  yen. 

Such  is  not  the  case  now.  The 
most  fundamental  factor— our  bal- 
ance of  trade— has  improved  dra- 
matically. Through  May,  our  trade 
deficit  was  $794  milhon  vs.  $2.8 
billion  a  year  ago.  Moreover,  when 
the  effects  of  February's  formal 
dollar  devaluation  and  subsequent 
de  facto  dollar  devaluations  begin 
to  be  felt— and  that  will  be  a  mat- 
ter of  months,  not  years— our  trade 
balance  will  begin  to  show  a  very 


DROWNING  BY  FLOATING 

healthy  surplus. 

A  system  of  floating  exchange 
rates  is  too  untied  to  fundamentals, 
behaves  too  much  like  a  securities 
or  commodities  market  to  be  of 
long-term  use.  A  country  cannot 
afford  to  leave  its  exchange  rate 
primarily  in  the  hands  of  specula- 
tors. What  politician  could  allow 
sheer  speculation  to  do  his  coun- 
try's export  industries  out  of  mar- 
kets overseas  and  jobs  at  home? 

The  solution? 

It  must— eventually— be  along  the 
lines  suggested  by  such  noted  ex- 
perts as  Dr.  Robert  TriflBn:  a  sys- 
tem based  on  SDR-like  internation- 
al fiat  money.  This  new  money 
would  largely  replace  gold,  dol- 
lars, pounds,  marks,  yen,  etc.  as 
acceptable  currency  reserves.  The 
fiat  money  would  be  used  to  settle 
international  obligations.  It  would 
be  issued  by,  say,  the  International 
Monetary  Fund  under  a  formula 
formulated  by  Europe,  Japan  and 
the  U.S.  To  mollify  gold  bugs,  the 
money   might   be    "backed"   by    a 


nominal  percentage  of  gold. 

If  its  currency  were  attacked,  a 
country  could,  if  it  wished,  defend 
its  exchange  rate  by  immediately 
borrowing  the  necessary  amounts 
of  fiat  money.  The  borrowings 
would  eventually  have  to  be  repaid 
from  surpluses  in  the  country's  bal- 
ance of  payments.  If  it  has  no  such 
surplus  over  a  long  period,  then  it 
has  to  devalue  its  currency  to  meet 
its  obligations. 

In  tandem  with  the  creation  of 
this  papergold  (psyc.iologically,  it 
maybe  should  be  called  gold- 
paper),  there  would  have  to  be 
some  soaking  up  of  those  now  too- 
plentiful  dollars  abroad,  probably 
through  long-term  bonds. 

That  way,  the  system  could  start 
with  a  clean  slate. 

The  lessons  from  this  recent  un- 
necessary currency  crisis  are  clear: 
There  will  be  more  of  them  until 
there  is  basic  reform. 

And  currencies  cannot  be  treated 
like  securities  or  commodities. 

—M.S.  Forbes  Jr. 
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How  big  are  we  in 
the  big  business  of  money? 


Big  as  three  265,000-ton  tankers. 


That's  the  scope  of  the  largest-to-date  project  of  our 
leasing  subsidiary,  Massachusetts  Tankers  Inc.  Some 
$220  million  is  involved  in  the  deal,  including  a  43%  Fed- 
eral Maritime  Administration  subsidy. 

The  three  vessels — largest  ever  to  be  built  in  this 
country — will  play  a  part  in  helping  alleviate  the  ever- 
deepening  energy  crisis  now  facing  the  nation.  They  also 
represent  a  solid  step  in  the  Federal  government's  pro- 
gram to  rebuild  the  badly  depleted  U.S.  merchant  fleet, 
which  should  reduce  our  dependence  on  foreign  carri- 
ers and  assist  in  correcting  the  present  imbalance  of  our 
international  payments. 


Coming  up  with  big  ideas — that's  what  First  Na- 
tional Boston  Corporation  is  all  about.  Ideas  in  leasing, 
real  estate  financing,  investing,  commercial  financing, 
factoring,  stock  transfers,  international  financing,  pen- 
sion trusts,  cash  management,  mutual  funds  servicing — 
if  it  has  to  do  with  keeping  money  on  the  move,  it  has  to 
do  with  at  least  one  of  our  subsidiaries. 

How  big  are  we?  Big  enough  . . .  and  still  growing  in 
innovative  services,  nationally  and  internationally. 


FIRST  NATIONAL 
BOSTON  CORPORATION 


The  First  National  Bank  of  Boston  •  Bank  of  Boston  International  •  Boston  Overseas  Financial  Corp.  •  Cobbs  Alien 
&  Hall  Mortgage  Co.  •  FNB  Financial  Co.  •  FNB  Services  Inc.  •  First  Capital  Corp.  of  Boston  •  First  National  Boston 
Clearance  Corp.  •  First  Venture  Capital  Corp.  of  Boston  •  Firstbank  Financial  Corp.  •  Massachusetts  Tankers,  Inc. 


Forbes 


Not  So  Easy,  Rider. 

Plans  and  demand  abound 
in  most  U.S.  cities  for 
improved  mass-transit 
facilities.  But  the 
lag  in  federal  and  local 
funding  will  keep  the  pub- 
lic standing  in  line  through 
most  of  the  Seventies. 


Mass  Transit:  Much  Talk,  Slow  Action 


To  GET  really  clean  air,  the  public 
will  have  to  cut  down  on  driving.  The 
Environmental  Protection  Agency  last 
June  went  so  far  as  to  claim  the  only 
way  Los  Angeles  and  northern  New 
Jersey  could  meet  the  requirements 
of  the  Clean  Air  Act  by  1977  would 
be  to  do  away  with  private  auto- 
mobiles on  streets  and  highways. 

But  people  would  still  have  to  get 
to  the  supermarket  and  to  work.  You 
can't  ask  them  to  cut  down  on  driving 
unless  you  provide  a  convenient,  in- 
expensive and  dependable  alternative. 
That  means  eflBcient  mass  transit- 
buses  and  subways  and  rail.  It  also 
means  massive  funding  by  the  Fed- 
eral Government.  For  as  things  now 
stand,  mass  transit  cannot  stand  on  its 
own  and  lacks  a  mass-production  in- 
dustry to  provide  it  with  equipment. 

Unfortunately,  there  is  no  sign  that 
the  big  money  is  there.  Talk,  yes;  big 
money,  no.  For  the  current  fiscal  year 
Congress  has  budgeted  $1  billion  for 
the  Urban  Mass  Transportation  Ad- 
ministration. Of  this,  UMTA  will 
spend  under  $900  million  on  capital 
grants  to  locaUties  to  pay  for  transit 
equipment  and  construction  costs. 
Compare  this  with  government  spend- 
ing of  $5.5  billion  on  highways  or 
$1.6  billion  on  the  airways. 

In  order'  to  get  more  money  for 
mass  transit  without  burdening  the 
taxpayer,  mass  transit  advocates  have 
argued  for  the  diversion  of  some  high- 
way money  to  mass-transit.  But  the 
powerful  highway  lobby,  importantly 
aided  by  rural  congressmen  who  have 
no  interest  in  mass  transit,  has  made 
this  impossible.  Whether  needed  or 
not,  highway  building  goes  on.  Since 
each  federal  dollar  in  highway  build- 
ing is  leveraged  with  $3.20  state  or 
local  dollars,  the  U.S.  as  a  whole 
will  spend  $23  billion  on  highways 
and  streets  this  year. 

A  major  problem  for  mass  transit 
is    that    federal    money    covers    only 


capital  costs;  there  is  not  one  cent  of 
Washington  money  available  for  op- 
erating subsidies.  As  mass  transit 
grows— and  there  is  no  way  to  make  it 
profitable— so  will  the  operating  def- 
icits. This  year  the  nation's  mass- 
transit  systems  will  lose  a  combined 
$650  million.  The  figure  is  certainly 
going  to  go  higher.  A  provision  of 
the  highway  bill  for  this  fiscal  year 
would  provide  $400  million  a  year  in 
operating  subsidies.  But  that  bill,  the 
subject  of  bitter  debate,  is  still  pend- 
ing in  the  House-Senate  Conference 
Committee. 

Hardware  Shortage 

Under  these  circumstances,  it  is 
not  surprising  that  private  industry 
is  going  slow  about  investing  in  plant 
and  equipment  to  turn  out  hardware 
for  mass  transit.  For  now  at  least, 
buses  will  be  the  backbone  of  mass 
transit;  subways  and  rail  lines  take 
years  to  lay  down.  "The  only  eflFective 
response  to  the  1977  Clean  Air  stan- 
dards is  the  bus,"  says  UMTA  Direc- 
tor Frank  Herringer. 

This  year,  industry  will  turn  out 
about  3,000  buses  for  about  $135 
million.  This  is  just  about  replacement 
basis  for  the  U.S.'  50,000  operating 
mass-transit  buses  (the  figure  does  not 
include  school  and  private  buses ) . 
fJext  year  the  demand  for  buses 
should  increase  to  about  4,500,  worth 
about  $200  million.  This  is  still  small 
potatoes  compared  with  the  $26  bil- 
lion worth  of  private  autos  produced, 
but  it  will  push  the  bus-manufactur- 
ing business  close  to  capacity. 

At  the  moment  there  are  only 
three  major  manufacturers:  General 
Motors,  Rohr  Industries  and  Ameri- 
can Motors.  Until  June  of  this  year, 
when  American  Motors  landed  a  $24- 
million  contract  for  620  buses  for  the 
Washington,  D.C.  system,  Rohr  and 
CM  split  the  market  about  evenly. 

Beyond  the   addition  of  American 


Motors'  plants,  production  capacity 
won't  be  expanded  until  UMTA's 
standardization  program  is  completed 
in  1975.  Putting  it  in  perspective, 
GM  bus  expert  William  Spreitzer 
says,  "General  Motors  builds  more 
cars  per  day  than  buses  per  year." 

Where  the  big  dollar  figures  are 
thrown  around  is  in  plans  for  rail  rap- 
id-transit: $2.9  billion  for  the  Wash- 
ington, D.C.  system;  $1.4  billion  for 
Atlanta;  $1  billion  for  Baltimore;  $1.4 
billion  for  the  new  Second  Avenue 
subway  in  New  York  City.  This  is 
mostly  future  talk:  Little  of  the  mon- 
ey has  yet  been  appropriated.  When 
it  is  appropriated,  90%  of  the  funds 
for  rail  rapid-transit  will  go  for  labor 
and  materials  for  local  construction. 
This  makes  transit  politically  attrac- 
tive, but  leaves  only  10%  to  support 
the  subway  car  industry.  The  com- 
petition is  almost  suicidal. 

PuUman-Standard,  General  Elec- 
tric and  Rohr  Industries  produce  sub- 
way cars,  and  they  have  been  joined 
by  two  new  entrants  from  aerospace 
—Boeing  and  LTV.  Two  veterans  of 
the  subway  wars  have  already  quit. 
Budd  Co.  opted  out  as  a  prime  con- 
tractor (though  it  will  still  do  sub- 
contracting) and  General  Steel  Indus- 
tries' St,  Louis  Car  division  just  quit 
after  losing  money  seven  out  of  eight 
years.  Why  now,  just  when  things  are 
looking  up?  "St.  Louis  Car  could  no 
longer  compete  with  the  Boeing  and 
GE  giants,"  says  General  Steel  Chair- 
man W.  Ashley  Gray  Jr.  St.  Louis 
simply  could  not  support  the  massive 
R&D  and  engineering  costs  that  the 
more  sophisticated  transit  systems  re- 
quire. Gray  explained. 

What  Gray  meant  by  that  was 
more  fully  explained  by  others  in  the 
business  who  made  a  comparison  with 
aerospace.  A  company  sells  subway 
cars  to  a  city,  typically.  The  original 
contract  provides  entry  into  a  specific 
market— New  York  City,  for  example. 
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The  second  contract,  with  the  en- 
gineering akeady  completed,  provides 
the  profit  to  cover  the  original  re- 
search &  development.  St.  Louis  didn't 
land  that  all-important  second  con- 
tract: It  lost  money  on  a  1970  con- 
tract for  352  cars  from  New  York 
City.  But  when  New  York  came  back 
in  August  1972  for  752  more  cars, 
Pullman-Standard  won  the  $213-mil- 
lion  contract.  It  is  now  one  year  later. 
Pullman  has  a  $200-million  transit 
backlog,  but  it  will  still  be  fighting 
four  competitors  to  get  follow-on  busi- 
ness by  1975. 

In  all,  there  were  1,200  rail  rapid- 
transit  cars— worth  $370  million— or- 
dered around  the  country  last  year, 
a  good  year.  Rohr  landed  the  $91- 
miUion  contract  for  300  cars  for  the 
Washington,  D.C,  system,  and  GE 
took  a  $67-million  contract  for  214 
cars  for  the  Southeast  Pennsylvania 
Transportation  Authority  and  the  State 
of  New  Jersey. 

In  1973  pickings  are  not  so  ripe. 
Rohr  has  contracted  to  supply  an- 
other 100  cars  to  San  Francisco's 
Bay  Area  Rapid  Transist  system;  Rohr 
was  blooded  in  the  transit  business 
with  the  initial  BART  order  for  250. 

Just  what  land  of  a  business  this 
is  shaping  up  to  be  is  revealed  by  the 
bids  for  a  230-car  order  for  Boston 
and  San  Francisco,  which  combined 
to  get  a  more  economical  price.  The 
two  new  entrants,  Boeing  and  LTV, 
in  need  of  a  contract,  bid  $63  million 
and  $65  million,  respectively.  The 
more  experienced  Rohr  and  GE  bid 
$82  million  and  $98.9  million.  Boeing 
picked  up  the  contract.  Says  Robert 
Sharp  of  GE's  transportation  indus- 
tries division,  "Boeing  is  going  to  have 
to  drive  some  hard  deals  with  its 
subcontractors  to  bring  that  one  in." 

It  sounds  almost  worse  than  aero- 
space as  a  way  to  make  a  living. 

And,  in  spite  of  glowing  futuristic 
stories,  don't  believe  there  are  going 
to  be  big  advances  in  technology.  The 
money  just  isn't  there.  Says  Louis  T. 
Klauder  of  Klauder  Associates,  tran- 
sit consultants  since  1921:  "The  manu- 
facturers and  the  transit  authorities 
are  moving  away  from  the  wonders 
of  magnetic  levitation.  The  cost  is 
prohibitive.  The  transit  industry  will 
always  depend  upon  UMTA  and  the 
cities  for  their  money.  And  the  cities 
are  forced  to  get  money  from  the  same 
pot  that  supplies  education,  welfare 
and  health  services."  Norman  Seip 
of  GE  agrees:  "The  industry  has  been 
preoccupied  with  technology.  The 
rider  doesn't  care  if  the  car  is  held 
together  by  rubber  bands,  as  long  as 
it  is  quick,  safe  and  comfortable. 

Seip  adds:  "Mass  transit  as  a  busi- 
ness holds  promise— but  right  now, 
it  may  be  overpromised."  ■ 
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Early  Warning? 


Ifs  too  early  to  tell,  but  Chicago's  First  National  Bank  may  be 
starting  something  that  could  revolutionize  the  banking  industry. 


The  fihst  step  toward  nationwide 
branch  banking?  Nothing  so  dramat- 
ic, says  First  National  Bank  of  Chi- 
cago, which  a  month  or  so  ago  pro- 
posed to  set  up  a  coast-to-coast  chain 
of  perhaps  24  wholesale  banking  of- 
fices. The  plan's  originator,  42-year- 
old  Chatmcey  E.  Schmidt,  vice  chair- 
man of  the  bank  and  a  director  of  its 
parent  First  Chicago  Corp.,  shrugs 
oflF  its  implications:  "We've  been  in 
the  commercial  banking  business  for 
a  long  time,"  he  says,  "and  this  is  just 
a  new  idea  we've  had  to  further  mar- 
ket our  present  operations." 

The  tenth-largest  bank  in  the  U.S., 
the  First  has  indeed  been  in  the  busi- 
ness a  long  time— since  1863,  in  fact, 
and  it  has  concentrated  on  wholesale 
banking  largely  because  lUinois  law 
restricts  its  domestic  banking  trans- 
actions to  a  single  Chicago  location. 
But  for  all  that,  in  launching  his  chain 
of  regional  oflBces,  Schmidt  may  well 
have  taken  the  first  step  toward  cre- 
ating the  nationwide  branch  banking 
system  many  bankers  have  thumped 
for  over  many  decades. 

First  National's  regional  offices, 
Schmidt  makes  abundantly  clear,  will 
not  be  branches.  All  loans  and  depos- 


its will  continue  to  be  made  at  FNB's 
Chicago  headquarters,  and  necessari- 
ly, since  there  isn't  a  state  in  the  U.S. 
*  that  will  permit  an  out-of-state  bank 
to  set  up  branch-banking  operations 
within  its  borders.  But  even  so  there's 
no  reason— and  the  Comptroller  of  the 
Currency  has  specifically  said  so— that 
a  bank  can't  set  up  regional  offices  to 
solicit  banking  business  for  the  head 
office,  to  provide  precisely  the  same 
service  First  National  already  provides 
by  the  costly  and  inefficient  means  of 
sending  its  officers  all  over  the  coun- 
try drumming  up  corporate  business. 

Schmidt  hopes  to  provide  FNB's 
normal  range  of  corporate  domestic 
and  international  banking  services 
through  these  offices,  plus  nonbanldng 
services  like  data-processing  that  its 
roving  representatives  have  not  been 
able  to  offer.  The  regional  offices  wiU 
be  able  to  maintain  closer  and  more 
frequent  contact  with  corporate  cus- 
tomers and  open  up  a  market  that  has 
previously  been  largely  beyond  First 
National's  reach— the  smaller  regional 
customer,  with  sales  ranging  from  $10 
million  to  $50  million.  Other  banks 
have  opened  such  regional  offices  be- 
fore—Continental  Illinois   has   one  in 


Suddenly  Last  Summer 

Was  it  dumb  luck  that  CPC  International 

made  a  $50-million  killing  on  the  Funk  Seed  spinoff? 


Last  year  around  this  time,  $1.5- 
billion-sales  CPC  International  tried 
its  hand  at  a  little  Jimmy  Ling-style 
asset  redeployment.  Noting  that  hy- 
brid com  seed  producers  like  De- 
Kalb  AgResearch  and  Northrop,  King 
were  stock  market  favorites,  the  big 
food  company  decided  to  spin  off 
75%  of  a  small  $41 -million-sales  sub- 
sidiary named  Fimk  Seed  Interna- 
tional. After  all.  Funk  was  one  of  the 
oldest  com  seed  producers,  one  of 
the  top  three  in  size.  Why  hide  such 
a  light  under  the  CPC  bushel? 

Well,  the  idea  worked  like  a  charm. 
CPC  investment  banker  Dillon,  Read 
brought  old  Funk  out  at  $24,  and  in- 
vestors quickly  snapped  up  all  2.55 
million  shares.  CPC  grossed  some  $50 
million  pretax  on  the  deal.  Quite  a 
handsome  profit,  since  it  had  acquired 
the  total  assets  of  Funk  back  in  1967 
in  exchange  for  $12.6  million  worth 


of  CPC  shares.  But  there  was  a  kicker 
that  made  the  deal  even  sweeter  for 
CPC.  Just  prior  to  the  spinoff  CPC 
had  tapped  Funk  for  a  special  divi- 
dend of  $13.5  milhon,  covering  its 
initial  investment  with  interest.  To  top 
it  oft,  CPC  remained  Funk's  control- 
ling stockholder  with  25%  ownership 
after  the  offering. 

Lately,  however,  investors  who 
bought  Funk  Seed  last  summer  are 
beginning  to  wonder  if  CPC  might 
not  have  been  a  bit  too  shrewd.  Only 
six  months  after  the  spinoff,  investors 
spotted  a  disturbing  warning  when 
Funk  reported  its  earnings  for  1972. 
While  earnings  increased  25%  dur- 
ing the  year,  a  footnote  indicated 
that  there  could  be  inventory  write- 
downs as  a  result  of  terminating  a 
number  of  marketing  contracts.  How 
big  a  write-down?  Shareholders  would 
have  to  wait  until  later  to  find  out. 
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Schmidt  of  FNB  of  Chicago 


New  York,  Citizens  &  Southern  has 
offices  in  New  York,  Chicago  and  Los 
Angeles— but  the  First  is  the  first  to 
see  the  regional  office  as  a  means  of 
tailoring  its  already  national  opera- 
tions to  a  national  market. 

Bottom  Lines 

Schmidt  expects  to  open  the  first 
such  office  in  Los  Angeles  in  the  fall, 
three  others— in  New  York,  Houston 
and  Atlanta— by  the  end  of  the  year 
and  maybe  two  dozen  all  told  in  two 
or  three  years.  "We'll  open  a  few," 
says  bank  Vice  President  Homer  Liv- 
ingston, who  heads  up  the  program, 
"see  how  well  it  goes,  whether  it's  ac- 
cepted, whether  it's  making  money, 
and  then  go  on  opening  others  if  we 
think  it's  a  success." 

Schmidt  and  Livingston  clearly  ex- 
pect it  to  be.  After  all,  the  offices  will 
cost  relatively  little  to  set  up— rental 
and  renovation  expenses  mainly,  with 
personnel  coming  in  from  Chicago. 
"You  start  from  zero,"  says  Living- 
ston, "and  you're  bound  to  ha\  e  some 
good  percentage  gains."  "There's  a 
similarity  in  bottom-line  profitobility 
to  our  international  expansion,"  says 
Chauncey  Schmidt.  "You  put  a  couple 
of  million  dollars  in  London  and  de- 
velop it  into  a  half-billion-dollar  bank 
as  some  banks  have,  and  the  return 
on  investment  is  pretty  high.  In  whole- 
sale banking,  it  doesn't  take  much 
business  to  cover  your  overhead.  One 
big  deal,  and  you've  got  it," 


But  banking  is  nothing  if  not  com- 
petitive, and  if  First  National's  chain 
has  anything  like  the  success  Schmidt 
and  Livingston  hope,  it  could  obviously 
disrupt  competitive  conditions  within 
the  industry  considerably.  If  First  Na- 
tional establishes  itself  in  Los  An- 
geles or  in  a  third  market  like  Seat- 
tle, won't  the  Bank  of  America,  say, 
be  inclined  to  move  into  Chicago? 
Schmidt  points  out  that  the  BofA  is 
in  Chicago  already  in  one  form  or  an- 
other, just  as  the  First's  representa- 
tives are  not  unknown  in  Los  Angeles 
or  Seattle. 

"Will  other  banks  follow?"  asks 
Schmidt.  "The  question  is:  Will  they 
feel  it's  economical?  If  they  do,  they'll 
come.  If  they  think  we're  taking  some 
of  their  business,  they'll  come.  But 
they  won't  if  they  think  they  can  cov- 
er just  as  well  by  sending  people  in 
from  outside." 

With  such  a  network  of  regional 
offices  in  place,  it's  only  one  (admit- 
tedly sizable )  step  forward  into  setting 
up  full  banking  services.  Thus,  if  the 
day  ever  comes  when  nationwide 
branch  banking  is  permitted.  First  Na- 
tional will  already  be  established 
throughout  the  U.S.,  know  the  re- 
gional markets  and  be  able  to  move 
quickly  into  the  most  promising  loca- 
tions. "This  might  be  a  kind  of  early- 
warning  type  thing  for  a  nationwide 
branch  banking  system,"  says  Living- 
ston, "but  we  are  not  looking  at  it  that 
way,  not  at  this  stage  of  the  game."  ■ 


Then  in  April,  Funk's  audited  1972 
annual  report  reached  stockholders. 
The  warning  signal  had  gotten  a  bit 
louder.  Funk's  accountants.  Main  La- 
frentz  (also  CPC's  auditors),  refused 
to  give  Funk  a  clean  opinion.  Instead, 
they  insisted  upon  a  quahficatiori : 
"subject  to  the  ultimate  determination 
of  contract  termination  costs  as  de- 
scribed in  Note  10.  .  .  ." 

Funk  President  Delbert  D.  Walker's 
explanation  was  scarcely  reassuring. 
"During  the  closing  months  of  1972, 
the  termination  of  contracts  between 
seven  franchised  associated  compa- 
nies and  Funk  Seeds  was  announced, 
to  take  effect  at  the  close  of  current 
sales  year  June  30,  1972  for  com, 
and  August  31,  1973  for  sorghum. 
Funk  will  assume  direct  production 
and  marketing  operations  in  areas  for- 
merly served  by  the  associates." 

Inventory  losses  might  almost  equal 
1972's  $4-million  earnings,  a  footnote 
hinted.  Also,  Funk  would  have  to 
spend  heavily  to  handle  the  market- 
ing that  associates  had  been  doing. 
Funk  told  stockholders  that  it  would 
have  to  lay  out  $8.8  million  to  as- 
sume the  inventory  liability  and  as- 


sets of  its  largest  franchiser,  Colum- 
biana Seed.  Since  Funk  had  already 
been  forced  to  borrow  from  the  banks 
and  issue  320,000  additional  shares  to 
pay  the  pre-spinoff  CPC  special  divi- 
dend of  $13.5  million,  it  came  as  little 
surprise  in  late  June  when  President 
Walker  announced  that  the  current 
dividend  would  be  suspended.  Walk- 
er added  the  gloomy  news  that  earn- 
ings would  be  sharply  affected  by 
heavy  expenses  resulting  from  the  as- 
sociates' situation.  Further,  Funk  faced 
a  deteriorating  sales  pattern,  a  stark 
contrast  to  the  pretty  picture  in  the 
annual  report. 

By  this  time,  Funk's  stock— weak- 
ening steadily— had  sunk  to  7M,  a 
loss  in  market  value  of  some  $60  mil- 
lion in  less  than  ten  months. 

The  $50-million  questions  on  share- 
holders' minds  were  1)  whether  CPC 
had  known  of  the  possibility  of  these 
contract  terminations  prior  to  the 
lucrative  spinoff;  2 )  why  did  CPC  take 
$13.5  million  out  of  Funk's  limited 
working  capital?  According  to  Presi- 
dent Walker,  however,  "It  came  out 
of  the  blue.  We  had  no  prior  knowl- 
edge that  it  was  coming.  The  nego- 


tiations went  on  for  some  time  before 
we  came  to  an  agreement.  Then  we 
made  the  announcement."  Did  those 
negotiations  begin  prior  to  the  time 
CPC  spun  off  Funk?  Heavens  no!  says 
Walker.  They  began  several  months 
after  the  spinoff.  "Regarding  the  divi- 
dend," says  Walker,  "they  never  took 
one  before,  so  CPC  figured  we  owed 
them  one."  But  a  dividend  amounting 
to  $3.5  million  more  than  Funk  ever 
earned?  As  for  CPC,  it  denied  thiough 
a  spokesman  any  prior  knowledge  re- 
garding the  subsequent  loss  of  the 
associates. 

Unhappy  as  they  are  with  their 
investment  in  Funk  Seed,  big  in- 
stitutional holders  cannot  believe  that 
CPC  would  deliberately  mislead  in- 
vestors. The  reason?  "I  just  don't  think 
CPC's  management  is  very  astute," 
says  Edward  Huebner,  vice  president 
of  Colonial  Management  Associates. 
"They  probably  couldn't  see  much 
beyond  Funk's  going  public." 

Meanwhile,  shortsighted,  not  very 
astute  CPC  has  fumbled  along  to  the 
bank  with  its  $50  million,  while  those 
razor-sharp  institutional  investors  sit 
with  $60  million  in  paper  losses.  ■ 
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Shoestring  Artist 


John  Shaheen  has  traveled  the  world  creating  companies, 
trying  to  niake  it  on  a  shoestring.  Will  the  energy  crisis 
give  him  his  big  chance? 


John  M.  Shaheen,  57,  has  spent  the 
past  25  years  hopscotching  around 
the  globe  and  creating  companies. 
His  current  20  or  so  companies,  loose- 
ly tied  together  by  his  Shaheen  Nat- 
ural Resources  holding  company, 
have  assets  of  over  $200  milHon,  ac- 
cording to  company  oflBcials.  They 
own  three  radio  stations,  a  piece  of 
a  TV  station,  oil-drilling  leases  in  the 
tar  sands  of  Alberta  and  a  defunct 
pulp  and  chemical  company.  Only 
one  venture  is  publicly  traded:  Mac- 
miUan  Ring-Free  Oil  Co.,  which  owns 
a  small  lube  oil  refinery  in  Los  An- 
geles. Last  year  it  had  sales  of  $50 
million  and  profits  of  $76,000. 

Obviously,  Shaheen  is  well-heeled, 
but  this  is  not  enough  for  him.  He 
seems  to  dream  of  creating  an  empire. 
Spurred  on  by  the  energy  crisis,  in 
the  past  few  years  he  has  created 
three  companies  that  are  building 
two  oil  refineries  in  Newfoundland 
and  one  in  Nova  Scotia.  The  first  re- 
finery will  be  running  this  fall,  the 
others  by  1976.  At  their  peak  these 
refineries  will  produce  600,000  bar- 
rels of  fuel  oil  products  a  day,  making 
Shaheen  the  biggest  producer  in  Can- 


ada. Shaheen  figures  that  at  today's 
energy-crisis-inflated  prices,  that  will 
add  up  to  at  least  $1  billion  in  sales 
annually  for  his  companies. 

He  talks  too  of  becoming  a  news- 
paper magnate.  Within  a  year  he 
claims  that  he  will  begin  publishing 
an  afternoon  daily  in  New  York  City, 
but  he  has  been  talking  this  way  for 
many  years. 

Where  does  Shaheen  get  the  kind 
of  money  it  takes  to  build  oil  refin- 
eries and  start  daily  newspapers?  Sit- 
ting in  his  22nd-floor  Park  Avenue  of- 
fice that  is  festooned  with  photos, 
including  one  taken  with  Richard  M. 
Nixon  in  Moscow's  Red  Square  (Nix- 
on's firm  represented  Shaheen  in  the 
mid-1960s),  Shaheen  answers  curtly: 
"I  borrow  from  banks.  There  are  peo- 
ple who  can  convince  lenders  to  give 
them  money  and  people  who  can't. 
It's  just  that  simple.  There's  no  magic 
in  it  at  all." 

No  magic  perhaps,  but  consider- 
able mystery.  Born  on  an  Illinois  farm, 
tlie  slender  Shaheen  spent  most  of 
World  War  II  as  a  naval  oflBcer  in 
the  OflBce  of  Strategic  Services  (Italy, 
Norway,  Japan  and  Washington ) . 


After  the  war  Shaheen  sold  insur- 
ance to  airline  passengers  via  vending 
machines,  an  operation  he  sold  to 
Mutual  of  Omaha  in  1955.  He  also  built 
oil  refineries.  In  Panama  he  negotia- 
ted a  42-year  tax-free  holiday  to  build 
a  refinery.  But  before  it  was  complet- 
ed it  was  sold,  along  with  two  fledg- 
ling refineries  he  had  built  in  Los  An- 
geles and  Newfoimdland,  to  a  Brit- 
^  ish  investment  company  named  Ultra- 
mar Ltd.  In  exchange  for  these  small 
operations  (estimated  sales:  $15  mil- 
lion), Shaheen  became  an  Ultramar 
director,  its  largest  single  stockholder 
and  the  owner  of  stock  that  he  sold 
over  a  period  of  years  for  upwards  of 
$8  million. 

/nfo  Courf 

Next  Shaheen  tried  to  buy  the 
West  Coast  refining  and  marketing 
properties  of  Tidewater  Oil  Co.,  con- 
trolled by  billionaire  J.  Paul  Getty. 
Shaheen's  acquisition  vehicle  was  Oc- 
tane Oil,  in  which  Getty  and  his  son 
George,  Tidewater's  president,  report- 
edly planned  to  invest  $150  million, 
with  the  banks  financing  the  rest  of 
the  $400-milhon  deal.  All  Shaheen 
will  say  about  the  deal  today  is  that 
at  the  last  minute  George  Getty  went 
sour  on  the  deal  and  sold  the  Tide- 
water properties  in  1966  to  Phillips 
Petroleum. 

Banks  were  not  Shaheen's  only 
money  sources.  Over  the  years,  he 
claims,  he  has  borrowed  from  no  few- 


Getting  Blood  from  a  Stone . . . 

.  .  .  is  about  as  simple  as  squeezing  growth  from  a  gas 
pipeline  company  with  too  little  gas.  Or  is  it? 


What's  a  growth  company?  Well, 
everybody  knows  that  it  is  a  company 
that  is  able  to  keep  its  earnings  grow- 
ing consistently  at  a  good  clip  for  a 
period  of  years. 

But  there  must  be  something  more 
to  it  than  that.  Fashion  must  play  a 
part,  or  else  Southern  Natin-al  Re- 
sources of  Birmingham,  Ala.  would 
be  making  a  strong  bid  to  be  among 
the  IBMs,  the  Kodaks,  the  Mercks, 
the  Polaroids  and  the  Xeroxes  that 
command  those  heady  price/ earnings 
ratios  of  35  to  100  instead  of  the 
prosaic  P/E  of  9,  where  it  in  fact 
sold  recently. 

What  is  Southern  Natural  Re- 
sources? A  utility,  and  a  natural  gas 
pipeliner  at  that.  But  over  the  last 
five  years  it  has  lifted  its  earnings  at 
an  annual  rate  of  almost  10%,  which 
is  better  than  Merck,  Kodak  or  Polar- 
oid  managed,    and   is   very   close   to 


IBM's  14%.  Nor  is  Southern's  showing 
any  five-year  fluke:  It  has  maintained 
that  rate  for  a  decade  or  more.  Being 
in  the  capital-intensive  pipeline  busi- 
ness, Southern  does  not  earn  as  much 
on  capital  as  do  the  well-known 
growth  companies,  But  the  $390-mil- 
lion-revenues  pipeliner  does  earn  more 
on  capital  than  any  other  U.S.  pipe- 
liner (Forbes,  Jan.  1). 

Southern  Natural  Resources  (until 
last  May  it  was  Southern  Natural 
Gas)  is  a  company  that  has  been  re- 
built twice,  first  by  Christopher  T. 
Chenery,  who  died  last  January  at 
age  86.  Chenery  took  over  the  com- 
pany in  bankruptcy  in  1936  and  ran 
it  until  his  retirement  in  1965,  by 
which  time  he  had  picked  John  S. 
Shaw  Jr.  to  succeed  him.  Says  Bir- 
mingham-bred Shaw,  57:  "We  met  on 
a  golf  course  when  we  were  both 
commuters  to  New  York  City  back  in 


the  early  Fifties,   and  we  seemed  to 
hit  it  off^  from  the  beginning." 

But  it  was  by  no  means  a  case  of 
an  older  man  finding  a  younger  car- 
bon copy  to  carry  on  in  the  old  way. 
Shaw  took  a  company  whose  busi- 
nesses were  natural  gas  and  domestic 
drilling  and  made  it  into  much  more. 

"My  first  contribution  was  to  start 
drilling  in  the  North  Sea,"  says  Shaw 
—and  not  a  moment  too  soon,  for  the 
domestic  drilling  industry  was  on  hard 
times.  Then,  in  the  late  Sixties,  Shaw 
built  five  drilling  rigs  at  the  then- 
astrononucal  cost  of  $8  million  to  $10 
million  each,  all  technologically  ad- 
vanced and  equipped  to  drill  in  deep 
water  and  foul  weather. 

But  Shaw's  bigger  innovation  was 
to  demand  long-term  contracts  for  hi.s 
big  rigs,  rather  than  the  short-tenn 
ones  then  common.  His  object;  to  ex- 
pose as  little  of  his  asset  base  as 
possible.  And  those  long-term  con- 
tracts helped  mightily  to  sustain 
Southern's  growth  in  1970  and  1971 
during  the  dog  days  of  domestic  drill- 
ing. In  1972  drilling  yielded  20%  of 
revenues  and  25%  of  earnings. 

And    Shaw    means    fo    kc(>p    lliost^ 
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A  Middle  Eastern  Shaheen  falcon  is  John  M.  Shaheen's  mascot. 


er  than  ten  oil  companies.  Shaheen 
will  not  detail  any  of  these  loans;  but 
one  deal  did  end  up  in  the  courts,  and 
it  sheds  some  unaccustomed  light  on 
Shaheen's  operations. 

In  1963  Shaheen  obtained  crude  on 
a  long-term  contract  from  the  Vene- 
zuelan subsidiary  of  Mobil  Oil,  and 
on  the  same  day  borrowed  $8  million 
from  the  parent  company  to  set  up  a 
marketing  operation  in  order  to  sell 
the  crude.  Three  years  later  Mobil 
charged  that  Shaheen  defaulted  on 
the  loan  and  sued.  In  1967  the  suit 
was  settled  out  of  court. 

In  Newfoundland  and  Nova  Scotia 
Shaheen   is    now   really   showing   his 


bent  for  complex  deals.  To  build  the 
three  refineries,  Shaheen  will  invest 
$103  million,  and  much  of  that  will 
be  borrowed  from  a  group  of  24  Eu- 
ropean banks.  The  remaining  $585 
million,  Shaheen  says,  will  be  bor- 
rowed from  the  provincial  govern- 
ments or  the  British  Export  Credit 
Guarantee  Department.  The  current 
premier  of  Newfoundland,  Frank 
Moores,  traveled  to  London  to  help 
Shaheen  obtain  some  of  the  loans. 

Before  Shaheen  could  get  the  loans, 
however,  he  had  to  produce  contracts 
showing  he  had  long-term  crude  sup- 
ply contracts  and  sales  agreements 
covering  60%  of  the  refineries'  produc- 


tion. British  Petroleum  has  agreed  to 
supply  most  of  the  needs  of  one  re- 
finery. Much  of  the  crude  for  the  oth- 
ers, Shaheen  claims,  will  come  from 
Mideast  countries  now  seeking  mar- 
kets for  the  oil  they  will  get  under 
their  recently  negotiated  participation 
agreements.  However,  some  of  the  fi- 
nal contracts  are  still  to  be  signed. 

"As  for  customers,  the  energy  cri- 
sis has  solved  that  problem,"  says  Sha- 
heen confidently.  He  expects  to  sell 
the  refined  products  in  bulk  to  Euro- 
pean, U.S.  and  Canadian  independent 
jobbers,  utilities  and  airlines. 

In  outlining  the  economics  of  the 
concept,  Shaheen's  top  financial  of- 
ficer, Roy  Furmark,  says  the  crude 
will  cost  roughly  $3  a  barrel,  includ- 
ing shipment  to  Newfoundland  and 
Nova  Scotia.  He  estimates  the  result- 
ing fuel  will  bring  $6  a  barrel,  which 
during  the  first  year  of  operating  just 
one  refinery  will  generate  about  $30 
million  to  pay  debt  and  interest  on 
the  loans  and  another  $30  million  in 
working  capital.  Interestingly,  how- 
ever, several  major  oil  companies,  most 
notably  Mobil,  have  talked  about 
building  refineries  in  both  Nova  Sco- 
tia and  Newfoundland.  So  far,  they 
have  backed  away. 

In  the  oil  industry's  current  tur- 
moil, Shaheen  clearly  sees  his  big 
chance.  The  chance  is  clearly  there. 
But  Shaheen  has  talked  big  deals 
many  times  before.  Thinking  big  is  not 
the  same  thing  as  doing  big.  ■ 


figures  growing.  He  has  five  big  rigs 
under  construction,  four  of  which  are 
already  under  long-term  contract. 
Does  that  involve  a  danger  of  over- 
building? Shaw  thinks  not  for  South- 
ern, since  the  overbuilding  would  re- 
sult from  the  output  of  certain  Nor- 
wegian builders  who  were  building 
on  speculation.  Moreover,  adds  Shaw, 
"The  energy  shortage  is  here  to  stay 
and  ofi^shore  drilling  has  to  grow"— 
whether  off  the  east  coast  of  the  U.S. 
or  Canada  or  in  new,  deeper  water 
(two  of  Southern's  new  rigs  can  work 
at  the  uniusual  depth  of  1,200  feet, 
one  at  3,000  feet). 

A  bigger  gamble  was  Shaw's  plunge 
into  forest  products  with  Boise  South- 
em,  a  joint  venture  set  up  with  Boise 
Cascade  in  1968.  Boise  Southern, 
which  has  some  700,000  acres  of  tim- 
ber, elected,  in  the  teeth  of  the  paper 
industry's  Capacity  glut,  to  build  a 
new  liner  board  and  newsprint  plant. 
Then,  it  was  one  of  the  paper  indus- 
try's last  new  plants  to  be  built.  Now, 
with  that  industry  running  flat  out, 
Shaw  looks  like  a  prophet.  Last  year 
the  joint  venture  provided  5%  of 
Southern's  earnings. 


Shaw  believes  it  could  do  even 
better  in  the  future:  "Overbuilding 
in  the  paper  industry  is  a  thing  of 
the  past,"  he  says.  "With  the  cost  of 
building  and  raw  materials  today, 
you  must  have  a  timber  base  to 
afford  to  buUd."  All  told.  Southern's 
nonpipeline  businesses  contribute  some 
25%  of  Southern's  revenues,  but  35% 
of  earnings. 

Frozen  Gas 

And  what  of  Southern's  main  busi- 
ness, with  its  declining  gas  supply? 
"I  didn't  see  the  supply  problem  early, 
I  can't  claim  to  be  that  wise,"  says 
Shaw.  "But  neither  did  anyone  else. 
And  while  we  didn't  see  the  shortage 
coming,  we  were  one  of  the  first  to 
freeze."  Freezing,  or  limiting  growth 
to  protect  existing  customers,  has 
helped  to  save  Southern  from  reduc- 
ing or  curtailing  contracted  gas  sup- 
plies. So  has  underground  storage, 
which  Shaw  built  last  year  to  meet  his 
winter  peak  demand.  The  Sea  Robin 
pipeline,  which  he  built  into  the  Gulf 
of  Mexico,  puts  Southern  in  a  good 
position  to  bid  for  any  new  gas  dis- 
covered there,  and  being  the  second 


company  (after  Columbia)  to  sign  up 
for  El  Paso-purchased  Algerian  LNG 
—liquefied  natural  gas— could  yield 
some  new  supplies  by  1976  or  so. 

But  all  that  is  simply  making  the 
best  of  a  bad  situation.  Southern's 
gas  supply  will  continue  to  decline, 
because  there  just  isn't  enough  new 
U.S.  gas  being  found  these  days. 

But  does  that  mean  no  more  growth 
in  gas  revenues?  Not  at  all,  says 
Shaw:  "The  units  of  gas  you  put 
through  aren't  the  controlling  factor. 
Rates  are  set  to  recover  the  cost  of 
service  plus  enough  return  to  attract 
capital.  All  pipeline  companies  are 
facing  enormous  capital  expenditures, 
so  the  rate  base  grows  rather  than 
declines,  even  with  diminishing  sup- 
plies." Which  is  why  last  year,  with 
gas  sales  volume  down  nearly  5%,  gas 
revenues  were  up  8%,  on  rate  hikes. 

Shaw's  basic  business  is  still  in 
the  hands  of  regulators,  of  course, 
which  is  why  he  diversified  in  the 
first  place.  But  with  that  business 
continuing  as  it  has  and  with  the 
world's  insatiable  demand  for  his  raw 
materials,  Shaw  is  a  good  bet  to  go 
on  squeezing  blood  from  his  stone.  ■ 
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Who  Shall  Prevail? 

Exxon  Corp.  reported  earnings  of  S6.83  a  share  last  year. 
Texaco  showed  $3.27.  So  it  shouldn't  be  much  of  a  job 
to  figure  out  relative  prices  for  the  two  stocks:  Exxon's 
earnings  are  double,  the  price  should  be  double. 

It's  not  that  easy.  One  reason  it  is  not  that  easy  is 
that  Exxon  and  Texaco  do  not  mean  quite  the  same  thing 
when  they  talk  about  earnings.  And  we're  not  just  talk- 
ing about  these  two  great  oil  companies.  Throughout  the 
entire  range  of  American  industry,  investors  are  faced  with 
a  major  problem:  Earnings  between  any  two  similar  com- 
panies are  rarely  completely  comparable.  The  trouble  is 
that  the  terms  earnings  or  projits  are  very  flexible.  The 
accountants  can  be  strict,  but  only  within  the  defined  limits. 

As  between  Exxon  and  Texaco,  one  big  difference  is  in 
the  handling  of  drilling  expenses.  Texaco  defers  the  bulk  of 
these  costs  over  the  expected  life  of  the  properties,  while 
Exxon  expenses  these  costs  as  fast  as  they  occvu".  We're 
talking  about  big  money  here,  tens  of  millions. 

We  could  go  on  all  day.  For  example.  International 
Business  Machines  reports  earnings  after  deducting  depre- 
ciation on  an  accelerated  basis.  Other  major  computer 
makers  (Forbes,  July  15)  deduct  depreciation  on  a 
straight-line  basis.  In  effect,  IBM— which  can  afford  to  be— 
is  tougher  on  itself;  it  writes  off  plant  and  equipment  at 
a  faster  rate.  In  Wall  Street  jargon,  IBM's  earnings  are  of 
a  higher  quality  than  those  of  its  competitors. 

Before  you  blame  the  accountants  for  the  situation, 
however,  listen  to  the  words  of  the  top  man  of  one  of 
the  Big  Eight  accounting  firms:  "Companies  should  not  be 
restricted  by  rigid  accounting  rules.  The  accounting  tail 
should  not  wag  the  management  dog."  What  he  meant 
was  that  accounting  should  not  restrict  maneuverability. 

Which  still  leaves  the  investor  in  a  quandary.  Last  De- 


cember the  Securities  &  Exchange  Commission  came  up 
with  a  proposed  solution  that  would  leave  management  its 
flexibility  and  give  investors  their  comparability. 

The  SEC  proposed  what  could  be  called  the  "prevailing- 
principle"  concept.  To  us  it  looks  like  a  great  idea. 

Here's  what  the  SEC  proposed:  Where  the  accounting 
methods  you  have  chosen  in  certain  key  areas  are  not  the 
prevailing  ones  in  your  industry,  teU  us  in  a  footnote  to  your 
financial  statements  what  the  doUar  impact  would  have 
been  if  you  had  used  the  prevailing  methods.  Provided 
the  impact  is  "significant"— that  is,  25%  or  more  of  the 
year-to-year  change  in  your  earnings  or  5%  of  total  earnings. 

In  other  words,  give  us  the  precise  information  we  need 
to  know  in  order  to  compare  your  earnings  with  those  of 
the  majority  of  companies  in  your  industry. 

That  proposal  was  made  in  December,  eight  months  ago. 
Feb.  15  was  the  deadline  for  comments  on  the  proposal 
from  companies,  CPAs,  bankers  and  other  interested  parties. 
As  it  neared,  there  was  no  doubt:  The  rule  change  had 
aroused  considerable  controversy.  Forbes  was  the  recip- 
ient of  propaganda  of  all  sorts  from  companies  and  theii- 
press  agents  denouncing  the  proposed  change. 

And  then  silence.  Nothing  more  was  heard  and  there 
was  no  announcement  from  the  SEC  about  the  fate  of  its 
proposal.  A  couple  of  weeks  ago  we  paid  a  call  on  the 
man  behind  the  prevailing-principle  concept,  John  ( Sandy ) 
Bmton,  the  SEC's  energetic,  40-year-old  chief  accountant. 
We  found  him  in  his  SEC  office,  bright-eyed  and  shirt- 
sleeved,  at  an  early  morning  hour  long  before  the  rest  of 
official  Washington  had  begun  to  stir. 

We  knew  Sandy  Burton  had  stepped  on  plenty  of  toes 
with  his  proposal.  In  the  draft  sent  out  for  comments  by 
outsiders  he  had  listed  a  few  of  the  accounting  areas  he 
had  in  mind.  They  covered  a  lot  of  ground.  For  example, 
choosing  the  FIFO  (first-in-first-out)  and  LIFO  (last-in- 
first-out)    methods   of  inventor\'   accounting.   Or   choosing 
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accelerated  and  straight-line  depreciation.  Or,  citing  the 
oil  and  gas  industry  more  narrowly,  choosing  whether  to 
defer  or  expense  drilling  costs. 

Had  the  heat  from  the  potentially  large  number  of  com- 
panies who  would  have  to  footnote  less  favorable  earnings 
figures  caused  the  SEC  to  back  oflF?  Was  the  prevailing- 
principle  idea,  for  all  its  obvious  merit,  dead? 

We  asked  Burton  straight  off.  Not  dead,  he  replied,  but 
certainly  it  was  being  reconsidered.  "We  will  have  some 
kind  of  new  disclosure  rule,  with  or  without  the  prevailing- 
principle  idea,  before  the  leaves  turn,"  he  told  us.  (Which 
means,  California  and  Florida  readers,  before  autumn. ) 

Why  the  hesitation  now,  we  asked,  after  stepping  forth 
so  boldly  with  an  idea  the  SEC  must  have  known  would 
stir  great  controversy? 

Not  simply  because  of  pressure  or  controversy.  Burton 
retorted  quickly.  But  rather  because  Burton,  in  the  draft 
of  his  proposal,  had  stepped  right  into  the  middle  of  one 
of  the  bitterest  accounting  debates  going.  Inadvertently— 
or  so  he  said— Sandy  Burton  had  declared  that  in  the  case  of 
oil-  and  gas-drilling  costs,  the  field-accounting  (on  indi- 
vidual property  units)  method  used  by  all  the  major 
companies  except  Texaco  was  the  prevailing  method.  It 
was  the  only  instance  in  the  proposal  draft  in  which  the 
SEC  made  a  specific  declaration  about  the  prevailing  prin- 
ciple in  any  industry.  The  result  was  a  chorus  of  screams 
from  the  scads  of  small,  independent  oil  and  gas  drillers- 
outfits  like  Mesa  Petroleum,  Hamilton  Brothers  Petroleum, 
Tesoro  Petroleum,  Calvert  Exploration,  to  mention  a  few 
—who  use  the  alternative  full-cost  accounting  method. 

There  are  variations  under  each  method.  But  generally 
under  full-costing,  drilling  costs,  including  expenses  of  un- 
productive leases  and  dry  holes,  are  capitalized  on  the  bal- 
ance sheet  and  written  off  over  time  against  the  revenues 
from  productive  wells.  The  advantages  of  this  method 
should  be  obvious  for  a  small  company  trying  to  grow 
quickly  in  oil-  and  gas-drilling.  It  enables  them  to  post- 
pone today's  necessarily  heavy  drilling  expenses  until  to- 
morrow, when  their  revenues  will  b^  greater— they  hope. 
Now  here  were  the  SEC  and  Sandy  Burton  telling  them 
they  must  reveal  to  shareholders  what  their  earnings  would 
have  been  if  they  had  accounted  for  today's  expenses  today. 
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"I  really  didn't  mean  to  single  out  the  oil  industry  for 
special  attention,"  claimed  Burton.  "I  was  simply  using 
it  as  an  example.  I  personally  have  no  opinion  which  meth- 
od is  better,  full-costing  or  field  accounting.  Nor  is  it 
my  place  to  determine  which  accounting  principles  are 
better.  I  merely  made  a  statement  for  the  sake  of  illus- 
tration—a statement  I  might  not  make  today." 

Burton  said  he  had  been  beseiged  by  delegations  from 
the  outraged  full-costers  with  their  accountants  and  law- 
yers in  tow.  We  ourselves,  months  ago,  had  received  a 
thick,  95-page  document  denouncing  in  great  detail  the 
SEC's  proposed  rule  change  from  a  group  of  31  compa- 
nies that  use  full-costing.  In  essence,  the  small  drillers 
argued  that  footnoting  the  impact  of  using  field  account- 
ing would  only  confuse  and  mislead  the  average  investor. 
They  disputed  the  notion  that  field  accounting  was  the 
prevailing  principle,  claiming  that  a  greater  number  of 
companies,  however  small,  use  full-cost  accounting.  And 
they  suggested  finally  that  the  SEC  at  least  wait  until  the 
Financial  Accounting  Standards  Board,  the  new  rule-set- 
ting body  of  the  accounting  profession,  can  look  into  the 
matter  before  putting  the  proposed  rule  into  effect. 

Burton,  however,  sticks  by  his  guns.  He  scoffs  at  the 
idea  of  waiting  for  the  FASB,  which,  he  notes,  has  no 
present  plans  to  look  into  full-costing  vs.  field  accounting. 
He  is  merely  amused  by  companies  that  claim  that  "pre- 
vailing-principle" disclosure  would  be  over  the  head  of  the 
poor,  simpleminded  investor.  "I  find  the  comments  about 
fuller  disclosure  confusing  the  average  investor  most  un- 
persuasive.  We  have  a  market  where  professional  investors 
are  the  major  force.  Disclosure  should  not  be  constrained 
by  what  can  be  understood  by  the  average  investor. 

"Besides,  it  could  be  that  fuller  disclosure  of  the  impact 
of  alternative  accounting  methods  will  serve  to  reduce  peo- 
ple's unreasoned  faith  in  a  single  earnings  figure.  A  healthy 
skepticism  about  reported  earnings  would  not  be  a  bad 
thing,  in  my  view." 

Will  the  noisy  opposition  of  a  determined  group  of  most- 
ly tiny  companies  be  permitted  to  smother  such  a  sound 
idea?  Burton  insists  that  his  idea  remains  very  much  alive. 
"I  can  tell  you,"  he  said,  "that  the  Commission  is  quite 
committed  to  getting  better  disclosure  of  alternative  ac- 
counting methods.  I  am  not  saying  there 
shouldn't  be  alternative  methods,  but 
there  must  be  better  disclosure  of 
their  impact— one  way  or  another." 
The  problem,  of  course,  is  that  the 
SEC  has  been  Watergated.  It  has 
been  without  a  chairman  since  G. 
Bradford  Cook  quit  in  May,  entan- 
gled in  the  ilobert  Vesco-Commit- 
tee  to  Re-elect  the  President  af- 
fair. Now  President  Nixon  has 
proposed  a  new  chairman,  Ray 
Garrett  Jr.  of  Chicago.  If  the  Sen- 
ate confirms  Garrett  in  the  job,  the 
question  remains:  Will  Garrett 
decide  to  push  the  prevailing- 
principle  idea? 

We  asked  the  question  of 
Sandy  Burton,  and  his  answer, 
we  thought,  reflected  the  feelings  of 
a  good  many  faithful  career  bureaucrats 
these  days.  "If  the  new  men  are  not  full- 
disclosure  men,  you  won't  find  me  in  this 
job  very  long."  ■ 
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The  boom  in  commodity 
prices  has  produced 
fast  profits  for 
amateur  speculators 
and  fat  commissions 
for  the  broilers. 
But  everyone  concerned 
is  playing  Russian  roulette. 

For  the  hundreds  of  thousands  of 
Americans  who  still  believe  there  is 
an  easy  way  to  make  money,  com- 
modity trading  has  become  the  in 
thirig.  "Thousands  of  people  now 
trading  commodities  lack  the  neces- 
sary finances,  knowledge  or  tempera- 
ment," says  Richard  Freebing,  vice 
president  of  Merrill  Lynch,  Pierce, 
Fenner  &  Smith.  "There  is  nothing 
any  regulator  can  do  to  save  these 
people  from  themselves." 

The  recent  wildly  bullish  markets, 
he  says,  remind  him  of  the  beginner 
who  wins  in  poker;  the  worst  thing 
that  can  happen  to  a  man.  "Every- 
thing has  gone  up  and  it  has  been 
a  paradise  for  the  unsophisticated 
trader  who  likes  to  take  a  long  posi- 
tion and  stay  with  it."  But  the  new- 
comer doesn't  realize  that  normal 
markets  go  sideways  and  down  as 
well  as  up.  When  prices  start  to  move 
normally  again,  many  of  these  people 
will  give  their  profits  back— and  more. 

The  problem  is  margins.  They  are 
very  thin  in  commodities.  If  you  buy 
a  stock  at  prevailing  margin  rates, 
65%  cash,  you  can  sit  through  a  10% 
decline  and  wait  for  the  next  up 
move.  But  in  commodities,  margins 
am  as  low  as  5%.  The  same  minor 
downdraft  could  wipe  you  out. 

And  an  up  move  can  be  equally 
dangerous  to  the  beginner.  Ho  might 
be  tempted  to  pyramid  his  position. 
It  works  like  this:  You  put  down  a 
$1,000  margin  for  a  $10,000  position 
in  a  commodity  future.  The  price 
moves  up  10%  and  you  can  u.se  your 
paper  profit  to  double  the  si/e  of  yoxn 
position.  Now  your  original  $1,0()() 
margin  carries  $20,000  worth  of  com- 
modity. Another  10%  uptick  and  you 
double  up  again,  this  time  to  a 
$40,000  position.  At  that  level  the 
.speculator  is  extremely  vulnerable.  If 
the  commodity  price  now  drops  back 
20%,  the  speculator  will  not  only  lose 
his  paper  profits  and  his  original 
$1,000  stake  but  he  will  owe  his 
broker  about  $4,000  plus  brokerage 
fees.  In  theory,  the  speculator  should 
not  meet  his  margin  call  and  should 
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allow  himself  to  be  sold  out.  How- 
ever, many  do  meet  the  call  and  oth- 
ers find  they  are  unable  to  get  out  as 
quickly  as  they  wish. 

Yet  the  rumor  mills  are  full  of  re- 
ports of  small  speculators  who  be- 
came millionaires  recently  through 
pyramiding  while  such  commodity 
futures  as  cocoa,  copper,  hogs,  cattle 
and  shell  eggs  rose  33%  to  86%  since 
last  January.  Some  of  the  rumors  are 
true.  "We  have  had  several  people," 
says  Merrill  Lynch's  Freeburg,  "who 
made  over  $1  million  on  starting 
stakes  of  $20,000  to  $50,000,  and 
some  have  done  it  in  just  two  or  three 
trades  in  this  recent  market." 

Forbes  tracked  down  and  inter- 
viewed one  of  the  new  millionaires 
who  started  with  only  $3,000,  Ronald 
Barba,  a  youthful  former  stockbroker 
from  Hayden  Stone.  "The  point  is,"  he 
said,  "that  commodities  have  been  a 
viable  way  to  make  money  recently 
and  stocks  haven't.  As  a  matter  of 
fact,  if  stocks  were  a  5%  or  10%  lever- 
age game,  you'd  be  wiped  out  faster 
in  stocks  than  in  commodities." 

Barba  is  now  busy  organizing  a 
commodities  department  for  a  Man- 
hattan brokerage  house.  "Sure,  most 
people  lose  in  commodities,"  was  his 
parting  shot,  "but  don't  they  lose  in 
stocks,  too?" 

Barba's  position  is  debatable  be- 
cause it  is  possible  to  invest  in  stocks 
as  well  as  speculate  in  them.  Com- 
modities are  for  speculation  only.  In 
commodities,  your  loss  can  be  total 
and  fast  and  there  are  no  dividends 
to  mitigate  the  pain  of  losses.  And 
there  is  the  time  factor:  When  a  com- 
modity contract  expires,  the  game  is 
over.  There  are  moss-covered  jokes 
about  the  doctor  from  Detroit  who 
came  back  from  a  cruise  and  found 
10,000  bushels  of  wheat  on  his  lawn. 

Nevertheless,  fools  rush  in,  attracted 
by  stories  like  Barba's,  by  headlines 
about  inflation  and  commodity  short- 
ages and  by  the  lack  of  action  in  the 
stock  market. 

Oasis 

For  stockbrokers,  the  commodity 
boom  has  been  like  an  oasis  in  a  des- 
ert. It  is  an  immensely  profitable  busi- 
ness for  them,  netting  30%  to  40%  be- 
fore taxes  for  some.  It  involves  no 
costly  transfer  and  custodianship  of 
stock  certificates.  The  bookkeeping  is 
simple  and  relatively  cheap;  there  is 
no  such  thing  as  buying  a  commodity 
contract  and*  putting  it  away.  The 
turnover  is  fast  and  furious.  One  ex- 
pert figures  that  ten  good  commodity 
accounts  can  yield  more  profit  than 
1,000  so-so  stock  brokerage  accounts. 

As  in  any  business  where  demand  is 
booming,  the  commodities  people  are 
busy  bringing  out  new  products.  From 


Besides  nearly  doubling  wheat  prices, 
the  Russian  grain  purchases  depleted 
American  reserves  so  much  that  other 
exports  had  to  be  cut  back,  and 
licenses  are  now  required  to  ex- 
port 42  American  commodities. 

1951  through  1967  the  Chicago 
.Board  of  Trade  produced  only  one 
new  contract,  choice  steers  (which  is 
no  longer  actively  traded).  In  the  five 
years  since  then  it  has  brought  out 
four  contracts:  silver,  iced  broilers, 
plywood  and  stud  lumber.  Both  the 
Board  of  Trade  and  the  Chicago  Mer- 
cantile Exchange  are  hoping  Con- 
gress will  permit  Americans  to  own 
gold.  Several  exchanges  have  readied 
contracts  on  gold  futures. 

In  1960  there  were  about  3.9  mil- 
lion contracts  traded  in  the  entire  U.S. 
Total  value:  about  $29.2  billion.  Last 
year  the  number  of  contracts  was  18.3 
million,  worth  $257.8  billion.  So  far, 
the  number  of  contracts  has  run  66% 
ahead  of  last  year,  and,  with  soaring 
prices,  the  dollar  value  has  doubled. 

"We  believe,"  says  Michael  Wein- 
berg Jr.,  chairman  of  the  Chicago 
Mercantile  Exchange,  "that  there  are 
500,000  commodity  speculators  today, 
ten  times  the  number  of  a  decade  ago." 

Now  Weinberg's  imagination  is 
really  soaring:  "By  1980  we  will  have 
5  million  speculators.  The  exchanges 
are  looking  at  entirely  new  ideas.  For 


instance,  ocean  shipping  rates  are  a 
natural.  Some  form  of  energy  con- 
tract, oil  or  coal  maybe.  Mortgage  in- 
terest rates.  You  can  trade  futures  on 
almost  anything  that  fluctuates,  so 
long  as  there  is  a  risk  and  it  can  be 
defined."  Shades  of  1929! 

Speculation  aside,  commodity  trad- 
ing does  play  a  legitimate  role  in  busi- 
ness. Companies  that  process  com- 
modities. Central  Soya,  for  example, 
which  might  own  over  40  million 
bushels  of  soybeans,  need  to  protect 
themselves  against  undue  fluctuations. 
When  these  companies  contract  for 
future  delivery  they  can  protect  them- 
selves against  sharp  declines  in  price 
by  hedging.  That  is,  they  sell  short. 
If  the  price  then  declines,  they  lose 
money  on  the  commodities  they  con- 
tracted for  but  they  make  it  up  when 
they  cover  their  short  position. 

But  this,  too,  can  lead  to  specula- 
tion and  frequently  does.  Using  their 
special  knowledge  and  feel  for  their 
particular  commodities  some  compa- 
nies, such  as  candy  companies,  vary 
how  much  sugar  and  cocoa  they  hedge 
with  changes  in  world  conditions,  or 
even  speculate.  Thomas  A.  Hierony- 
mus,  professor  of  agricultural  eco- 
nomics at  the  University  of  Illinois 
and  author  of  a  text  on  commodity 
speculation,*  claims  that  professional 
speculation  is  on  the  increase. 

CPC  International  (see  p.  18),  a 
huge  food  processor  with  interests 
back  to  seed  production,  sensed  the 
1970  corn  blight  early.  It  bought  corn 
futures  heavily  and  profited  thereby. 
R.  Hal  Dean,  president  of  Ralston  Pur- 
ina, says,  "Because  of  the  anticipated 
shortages  of  critical  ingredient  sup- 
plies and  the  potential  inability  to 
raise  prices  to  protect  profit  margins 
in  our  businesses,  we  instituted  an 
early  selective  policy  of  forward  pur- 
chases, which  has  proved  beneficial  to 
our  earnings  picture  this  year." 

A  good  part  of  the  current  specula- 
tion in  currencies  and  other  com- 
modities can  be  traced  to  multination- 
al companies  and  foreigners  hedging 
to  protect  themselves  against  future 
declines  in  the  value  of  the  dollar. 

The  question  is:  Where  do  you 
draw  the  line  between  healthy  hedg- 
ing and  dangerous  speculation?  Cer- 
tainly the  recent  wild  trading  in  soy- 
bean futures  was  not  due  simply  to 
supply  and  demand— as  prices  shot  up 
from  $3.31  a  bushel  to  $12  in  just  ten 
months  before  trading  in  contracts 
deliverable  in  July  was  suspended  and 
then  restricted  to  liquidating  trades. 
Some  of  those  who  had  shorted  the 
market  for  legitimate  business  needs 
found  that  they  had  to  go  to  the  banks 
to  borrow  additional  margin  to  secure 

*Econom/cs  of  Futures  Trading,  Commodity 
Research  Bureau,  New  York,  $12.95. 
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Dr.  T.  E.  McMillan,  Jr.  (foreground)  con- 
sults with  two  members  of  his  economics 
research  staff,  Bill  R.  Lacy  and  Mrs.  Betty 
Crowell. 

Help  yourself  to  Texas  Power  & 
Light  Company's  staff  of  research 
experts— and  benefit  from  the  ser- 
vices of  Dr.  T.  E.  McMillan,  Jr., 
economist  for  TP&L.  His  recently 
compiled  analysis  of  the  most 
current  census  figures  as  they 
relate  to  West-South-Central 
consumer  markets  is  yours  for  the 
asking.  We'll  be  glad  to  provide, 
too,  everything  your  company 
needs  to  know  about  labor,  natural 
resources,  marketing,  utilities, 
taxes,  transportation  and  living 
costs  in  the  Southwest. 

In  the  past  10  years,  TP&L's  In- 
dustrial Development  Division  has 
helped  more  than  600  industries 
find  sites  for  new  plants.  Let  us 
help  you  — in  confidence— in  the 
privacy  of  your  own  office. 

Write  E.  Coy  Stanphill,  Director, 
Industrial  Development  Division, 
Texas  Power  &  Light  Company, 
P.O.  Box  6331,  Dallas,  Texas 
75222.  Or,  call  (214)  748-5411. 


TEXAS  POWER  &  LIGHT  COMPANY 

A  tax-paying,  investor-owned  electric  utility 
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their  positions.  And  there  was  a  severe 
squeeze  on  those  speculators  who 
shorted  when  they  thought  the  price 
had  gone  too  high— only  to  discover 
that  it  was  going  far  higher. 

While  many  brokers  are  happy  with 
the  fat  commissions  they  are  reaping, 
others  are  worried  about  the  morning 
after.  Gert  von  der  Linde,  economist 
for  Donaldson,  Lufkin  &  Jenrette,  , 
thinks  there  could  be  a  debacle  that 
could  wreak  havoc  not  only  with  the 
customers  but  with  the  brokerage 
houses  as  well. 

"If  the  crop  report  we  got  on  July 
10  is  right,  these  commodity  prices 
could  go  down  as  fast  as  they  went 
up.  A  good  many  brokers  could  get 
hurt  protecting  their  customers"— by 
not  enforcing  margin  requirements. 

Should  a  brokerage  house  be 
dragged  into  insolvency,  its  commod- 
ity customers  would  be  the  hardest 
hit.  Their  stock  customers  would 
have  a  strong  measure  of  protection 
from  the  Securities  Investors  Protec- 
tion Corp.  But  the  law  clearly  states 
that  commodity  accounts  must  be 
kept  apart  from  security  accounts  and 
divided  between  regulated  and  non- 
regulated  commodity  accounts.  The 
nonregulated  commodity  accounts 
will  probably  end  up  simply  as  gen- 
eral creditors— at  the  end  of  the  line. 
This  is  one  legal  question  at  Weis 
Securities,  which  recently  went  under. 
The  only  visible  protection  in  such 
cases  is  a  tiny  ($3.8  million)  fund 
which  the  Chicago  Mercantile  Ex- 
change keeps  to  help  cutomers  of  in- 
solvent member  firms. 

Is  Anybody  Watching? 

In  Washington,  the  Commodity  Ex- 
change Authority  is  charged  with  su- 
pervising trading  in  commodity  fu- 
tures. Its  chairman,  Alex  C.  Caldwell, 
has  been  strongly  criticized  for  lax 
enforcement  and  surveillance.  An 
alarmed  Congress  recently  gave  Cald- 


well a  budget  increase  for  20  more 
men  than  he  had  asked  for.  Caldwell 
claims  these  men  can  save  some  of  the 
unfit  customers  who  shouldn't  be  in 
the  field  by  requiring— which  the  CEA 
does  not— that  brokers  enforce  the 
same  "know-your-customer"  rule  in 
commodities  that  the  New  York  Stock 
Exchange  insists  on  for  its  members. 

In  his  defense,  Caldwell  points  out 
that  the  Commodity  Exchange  Act 
covers  trading  only  in  commodities 
such  as  com,  wheat,  soybeans,  live- 
stock products,  etc.  He  concedes  that 
there  could  be  price  manipulation  and 
many  abuses  in  nonregulated  com- 
modities such  as  silver,  sugar,  cocoa. 
"That's  a  blind  spot,"  Caldwell  told 
Forbes.  "I  really  don't  know  what  is 
going  on  there."  (A  bill  has  been  in- 
troduced which  would  extend  the 
CEA's  authority  to  all  commodities— 
but  not  to  futures  on  services. ) 

There  has  already  been  a  major 
scandal  in  the  nonregulated  field.  The 
firm  of  Goldstein,  Samuelson,  a  com- 
modity options  house  (Forbes,  Oct. 
15,  1972),  built  a  big  business  trad- 
ing, not  in  commodity  contracts,  but 
in  options  on  unregulated  commodity 
contracts— options  on  options  as  it 
were.  The  law  forbids  options  on  reg- 
ulated commodity  contracts  because 
they  attract  the  worst  undercapital- 
ized element  and  serve  no  useful  eco- 
nomic purpose.  It  turned  out  that 
Goldstein,  Samuelson  was  selling  na- 
ked options,  that  is,  options  that  were 
not  backed  with  actual  contracts. 
Goldstein,  Samuelson  went  bankrupt; 
and  losses  ran  into  the  millions.  Har- 
Goldstein  has  pleaded  guilty  to 
inree  counts  of  mail  fraud  and  is 
awaiting  sentencing. 

The  bigger  the  bubble  grows,  the 
more  dangerous  its  inevitable  bursting 
point.  Everybody  concerned,  specula- 
tors, the  stockbrokers  who  urge  them 
on,  the  American  economy  itself, 
is  playing  Russian  roulette.  ■ 


Scalpers,  Pit  Traders— and  Suckers 


Futures  contracts  are  not  purchases 
or  sales  of  actual  commodities.  They 
are  simply  agreements  to  buy  (long) 
or  agreements  to  sell  (short)  at  a 
later  date.  Actually,  only  about  2%  of 
the  contracts  are  ever  consummated. 
The  other  98%  will  be  used  to  cancel 
each  other  out.  That  is,  a  short  con- 
tract can  be  delivered  in  settlement 
of  a  long  contract  and  vice  versa. 

Many  of  these  options  are  simply 
passed  back  and  forth  among  the  four 
kinds  of  traders  on  an  exchange: 
scalpers,  pit  traders,  floor  traders  and 
brokers.  The  scalper  may  make  hun- 
dreds of  trades  daily  and  still  go 
home  with  no  position.  The  pit  trad- 


ers make  fewer  and  bigger  trades,  but 
also  leave  with  no  positions. 

The  floor  traders  take  longer-range 
positions.  Some  trade  on  fundamen- 
tals, some  on  charts,  some  on  instinct 
—and  some  by  combining  all  three. 

Brokers  execute  outside  orders  and 
some  of  their  own. 

Some  very  successful  pit  traders 
play  against  the  public.  If  they  sense 
that  a  commodity  has  dropped  close 
to  a  large  cluster  of  public  stop-loss 
orders,  the  pit  traders  begin  selling 
short,  hoping  to  touch  ofl^  the  stop- 
loss  orders.  If  that  happens,  they 
quickly  cover  their  shorts  at  a  nice 
profit. 
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No  nation  can  afford 
a  hungry  child. 


The  world  is  divided. 

Divided  between  the  filled 
and  the  hungry.  The  nourished, 
and  the  starving. 

Hunger  is  our  common 
enemy.  Human  understanding 
cannot  be  built  on  empty 
stomachs. 

Fortunately,  the  skills  to 
produce  an  adequate  world  food 
supply  are  at  hand.  And, 
hopefully,  the  determination. 

Increasing  food  production 
is  a  primary  business  of  our 
company.  We've  been  helping 
people  and  countries  do  so  for 
more  than  80  years. 

Start  with  the  basics:  Soil  and 
Water.  We've  engineered  and 
built  water  distribution  systems 
to  bring  some  of  the  world's 
most  unpromising  regions 
into  productive  cultivation. 

:    We  help  growers  choose 
the  best  seeds  for  their  environ- 
ment, then  provide  equipment 
to  prepare  the  soil  and  do  the 
planting. 

'  Our  agricultural  chemicals, 
power  sprayers,  and  dusters 
enable  crops  to  flourish, 


undiminished  by  insect  or  pest. 

Our  mechanical  harvesters 
enable  growers  to  manage  larger 
areas  of  production. 

We  design  intricate  process- 
ing machinery  that  can  do 
everything  from  removing  fruit 
pits,  peeling  tomatoes,  or  juicing 
oranges  to  filling  and  cooking 
the  product  in  jars  or  cans. 

We  manufacture  automatic 
equipment  to  package  food  prod- 
ucts in  eye-appealing  containers 
of  paper,  film,  or  foil,  even  as 
complete  pre-portioned  meals. 

We  also  manufacture 
see-through  films  for  packages. 

It  is  safe  to  say  that  no  other 
single  company  offers  so  broad 
a  range  of  capabilities  to  the 
world's  food-producing  industries. 

Putting  the  world  into  better 
nutritional  balance  is  not  a  task 
of  simple  magnitude. 

But  our  kind  of  technology 
can  reduce  the  obstacles. 

FMC  Corporation,  HI  East 
Wacker  Drive,  Chicago  60601. 
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A  Surfeit  of  Success 


Deluxe  Check  is  a  leader. 

But  is  it  now  bouncing  down  the  wrong  road? 


Few  firms  have  carved  so  deep  a 
niche  in  their  industry  as  DeLuxe 
Check  Printers.  St.  Paul-based  DeLuxe 
controls  nearly  50%  of  the  $200  mil- 
lion personal  check  business.  Its  clos- 
est rivals,  John  H.  Harland  and  Amer- 
ican Bank  Stationery,  an  American 
Standard  division,  between  them  mus- 
ter just  over  20%. 

Since  1967  DeLuxe  has  doubled 
sales  to  $127.9  miUion  while  raising 
net  profit  by  111%  to  $12.5  million. 
In  this  year's  first  quarter,  sales  and 
earnings  were  up  better  than  13%.  On 
every  sales  dollar  DeLuxe  nets  a  dime; 
its  return  on  shareholders'  equity  for 
years  has  exceeded  20%.  And  for  this 
investors  have  swept  DeLuxe's  stock 
in  five  years  from  4  to  41  in  1972. 
Even  in  today's  soggy  stock  market 
DeLuxe's  P/E  ratio  is  a  hot  36.  But 
what  about  the  future? 

DeLuxe,  founded  in  1915,  is  unlike 
most  growth  companies.  Run  and  di- 
rected by  up-through-the-ranks  men, 
DeLuxe  has  never  made  an  acquisi- 
tion, has  almost  no  debts  and  the  9 
billion  checks  it  prints  annually  are 
virtually  indistinguishable  from  any- 
one else's. 

DeLuxe  is  strictly  a  one-product 
company.  What  set  it  apart  in  the 
past  was  not  high  technology,  nor  pat- 
ent protection,  but  marketing  savvy. 

Late  in  the  1930s  DeLuxe  began 
to  convince  bankers  they  could  rid 
themselves  of  an  unnecessary  expense 
while  simplifying  check  control  if  they 
helped  DeLuxe  market  a  more  so- 
phisticated check.  Until  then  checks 
had  been  simple  things,  costing  bank- 


ers a  few  cents  a  hundred  and  were 
free  for  customers. 

What  DeLuxe  did  was  add  a  per- 
sonal touch  and  charge  customers  in- 
stead of  banks.  First  it  added  names, 
addresses  and  serial  numbers.  Then 
account  numbers.  But  only  after  all 
banks  in  1958  switched  to  a  uni- 
fied magnetic-ink-character-recogni- 
tion system  did  sales  soar.  Today  De- 
Luxe  checks  carry  anything  from  per- 
sonal photographs  to  heraldic  crests. 
Almost  250  choices  in  five  colors  and 
17  folders,  costing  customers  up  to 
$4  for  200  checks. 

And  for  DeLuxe  the  neatest  part  is 
that  its  best  salesmen  are  the  banks' 
branch  managers.  They  really  began 
to  push  personal  checks  to  cut  ex- 
penses when  the  cost  to  banks  for 
plain  checks  hit  $1.50  per  hundred. 
Last  year  DeLuxe  supplied  36,000 
banks  with  catalogs  and  25  million 
promotion  leaflets  to  stuff  into  cus- 
tomers' monthly  bank  statements. 

For  DeLuxe,  the  key  to  sales  lies 
less  in  price  than  in  reliable  quality 
and  speed.  DeLuxe,  still  the  only  fully 
national  checkprinter,  has  six  regional 
printing  plants  where  it  bulk-produces 
checks  before  sending  them  to  28 
branch  plants  for  the  imprinting  of 
local  bank  and  customer  names. 

To  further  speed  up  service  DeLuxe 
in  the  1960s  persuaded  the  U.S.  Gov- 
ernment to  put  a  post  office  in  every 
DeLuxe  plant,  thus  enabling  DeLuxe 
last  year  to  ship  97.7%  of  its  checks  to 
customers  on  the  first  working  day 
after  their  orders  were  received. 

Total  check  usage  has  been  grow- 
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You  Pay.  Once  it  only  took  your 

signature  to  get  money  out  of  the 

bank.  But  by  decorating  checks 

with  squatting  cougars,  zodiac  signs 

and  sailboats,  DeLuxe's  Joe  Rose 

now  has  customers  paying  up  to  $4 

for  checks  they  once  got  for  free. 
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ing  nearly  10%  a  year.  To  keep  pace, 
DeLuxe  doubled  its  printing  capacity 
in  five  years  to  1971.  This  year  DeLuxe 
has  doubled  its  normal  capital  budget 
to  $13  million  to  add  another  four 
plants.  So  what's  the  problem?  Just 
this.  Too  many  checks. 

In  June,  speaking  to  bank  stationers 
about  the  check.  Federal  Reserve 
Board  Governor  Jefi^rey  Bucher  said: 
"It  is  so  good  a  product  that  its  usage, 
unless  something  is  done  to  the  con- 
trary, will  grow  to  unmanageable  and 
damaging  proportions." 

What  Bucher  and  the  Fed  fear  is 
that  the  banking  system,  like  Wall 
Street  in  the  1960s,  will  collapse  of  its 
own  paperwork.  In  1971  we  used 
some  22  billion  checks.  This  year,  27 
billion.  In  1985,  maybe  54  billion. 

Electronic  Checking? 

The  answer?  Use  fewer  checks  by 
transferring  funds  electronically  and 
have  account  deductions  and  bill  pay- 
ments made  automatically  by  comput- 
ers. Frightening?  Most  people  doubt 
computers  can  accurately  pay  in  their 
salaries  or  pay  out  what  they  owe  the 
utilities  or  stores  without  horrendous 
mix-ups,  and  few  rushed  to  join  when 
155  banks  in  California  last  October 
launched  such  a  payments  scheme. 
But  15  to  25  such  schemes  are  under 
study.  Seattle-First  National  Bank  has 
customers  paying  bills  electronically 
via  touch  telephones,  and  three  years 
ago  a  study  for  the  Bank  Stationers 
Association,  while  skeptical  of  many 
electronic  fund  transfer  plans,  urged 
check  printers  to  diversify  quickly. 

Says  a  DeLuxe  competitor  who  has 
diversified,  "Sooner  or  later  DeLuxe 
must  bite  the  bullet  and  realize  that 
every  industry  from  the  buggywhip  on 
goes  through  an  evolutionary  period. 
The  trouble  at  DeLuxe  is  that  every- 
one grew  up  inside  the  company,  and 
that  leads  to  tunnel  vision." 

What  does  DeLuxe  say  to  all  this? 
Is  it  worried  that  the  plants  it  is 
blithely  building  may  prove  obsolete? 

DeLuxe  President  Joseph  Rose,  61, 
who  got  to  the  top  via  manufacturing, 
refuses  to  comment.  Says  he,  "Our- 
written  policy  is  not  to  talk  to  the 
press.  I  have  been  here  43  years  and 
have  never  seen  an  article  on  DeLuxe. 
I  don't  know  who  set  the  policy;  I've 
only  been  on  the  board  since  1948." 

What  it  amounts  to  is  this.  Demand 
for  checks  will  continue  to  grow.  But 
by  6%  to  7%,  instead  of  the  10%  to  12% 
in  the  1960s.  Even  less  in  the  1980s. 
The  horror  of  a  checkless  society  is 
a  long  way  ofi^,  but  a  society  with  few- 
er checks,  proportionately,  is  close. 

For  the  moment  DeLuxe  is  sitting 
pretty.  But  unless  Rose  comes  up  with 
some  diversification  plans— and  soon— 
DeLuxe  may  not  have  a  future.  ■ 
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Wishing  Miaiies  It  So 

"If    you    want    to    understand    the    stock    market,    read 
Jonathan  Livingston  Seagull." 

The  three  Forbes  editors  wanted  to  talk  about  price/ 
earnings  ratios.  Charles  Ellis,  Wall  Streeter  and  author, 
wanted  to  discuss  the  fluflFy  little  best  seller  about  a  bird 
that  learned  to  soar. 

Ellis  was  on  to  what  he  regarded  as  bed-rock  truth, 
and  he  was  laughing  now:  "It's  all  there.  Just  like  the 
believers  in  high-multiple  stocks.  Jonathan  Livingston  Sea- 
gull came  to  believe  it  was  possible  to  fly  as  no  gull  ever 
had  before,  and  he  schooled  and  disciplined  himself  to  find 
ways  to  do  it,  and  he  found  them." 

Ellis  was  saying  that  the  guys  who  believed  that  cos- 
metics and  hamburger  firms  were  worth  30-  and  40-  and 
50-plus  times  earnings  had  succeeded  in  making  their  im- 
plausible dreams  come  true.  Because  they  believed  that  a 
handful  of  stocks  were  superhuman,  the  stocks  had  be- 
come superhuman— for  a  while  at  least.  The  pricing  of 
Avon  Products'  stock,  then,  was  an  act  of  will,  not  a 
judgment  of  value.  Like  Jonathan  Livingston  Seagull's. 

Listen  carefully  to  Charley  Ellis.  He  is  one  of  the  clear- 
est thinkers  on  The  Street.  A  Harvard  Business  School 
graduate,  he  knows  The  Street  both  as  a  portfoho  man- 
ager for  Rockefeller  Bros.  Inc.  and  as  a  vice  president  of 
Donaldson,  Lufkin  &  Jeru«tte.  His  most  recent  book  is  the 
widely  reviewed  The  Second  Crash,*  a  fictional  account 
of  the  total  restructxiring  of  Wall  Street  after  the  crash  that 
almost— but  didn't  quite— happened  in  September  1970. 
He  is  now  with  Greenwich  Research  Associates,  a  business 
research  group  that  advises  pension  fimds,  among  others. 

How  do  you  make  a  stock  go  up  simply  by  wishing  it  to 
go  up?  You  join  a  group  of  like-minded  dreamers.  Ellis 
traces  today's  two-tier  stock  market— a  few  dozen  stocks  in 
the  stratosphere,  a  thousand  or  more  in  the  mud— to  a 
relatively  small  group  of  bank  trust  managers  and  Wall 
Street  brokers.  With  the  pubhc  out  of  the  market,  this 
group  controls  most  of  the  net  cash  coming  in— and  con- 
trols it  singlemindedly.  * 

Come  on,  Forbes  said.  Pools  are  illegal.  They  were 
outlawed  two  generations  ago.  Ellis  rephed  that  you  don't 
need  formal  pools.  "Florida  land  didn't  have  an  inside 
group.  Tulip  bulbs  didn't  have  an  inside  group. 
i  "Don't  call  it  a  pool,  call  it  a  swimming  hole.  It's  a  nat- 
ural phenomenon.  What  has  caused  the  two- tier  market 
is  the  concentration  of  most  of  the  available  money  into  a 
small  group  of  stocks  that  look  like  perfect  investments 
from  the  banks'  point  of  view. 

"If  you  go  through  each  individual  bank,  you'll  find  one 
or  two  guys  who  went  into  that  bank  with  a  great  deter- 
mination "to  buy  large-sized  companies  with  thoroughly 
predictable  growth  rates.  The  size  would  enable  them  to 
buy  and  sell  in  the  quantities  they  needed."  Gradually 
these  people,  all  thinking  alike,  came  to  form  such  a 
powerful  buying  group  that  the  handful  of  stocks  they 
believed  in  kept  rising  in  a  self-fulfilling  prophecy. 

It  was  Wall  Street  that  kept  the  thing  running  smooth- 
ly, Ellis  went  on.  Inevitably  there  would  be  some  banks 
that  might 'want  to  hghten  up.  There  would  be  others 
who  might  want  to  increase  a  position.  By  knowing  who 
was  selling  and  who  was  buying,  these  Wall  Street  houses 
kept  air  pockets  from  developing  in  the  favored  stocks. 
All  of  which  made  the  chosen  few  even  more  desirable. 
They  were  Uquid  when  the  market  was  ilUquid.  They  were 
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able  to  go  up  in  a  down  market  and  make  the  buyers 
look  like  heroes. 

What's  in  it  for  the  brokers? 

Why  does  a  block  trader  have  so  many  salesmen?  Why 
does  he  go  into  research?  He  doesn't  expect  to  earn  money 
doing  research.  Think  about  it.  .  .  . 

"If  I  come  in  to  talk  with  Forbes  about  paper  and  ink 
and  subscription  ideas  from  other  magazines,  I  might,  in- 
cidentally, find  out  what  interested  you  for  your  pension 
fund.  And  this  is  how  the  big  institutional  brokerage  firms 
make  money  out  of  their  trading  activities:  They  use  their 
research  on  the  favored  stocks  as  a  door-opener.  That  way 
they  get  to  know  the  people  who  are  on  both  sides  of  the 
market  in  these  favored  stocks. 

"Research  isn't  what  Wall  Street  is  all  about.  Research, 
huge,  detailed  amounts  of  it,  is  simply  their  means  of 
staying  in  touch  with  the  institutions. 

"The  brokers  get  well  paid  in  commissions  to  keep  ev- 
erybody well  informed.  You  better  believe  that  the  insti- 
tutional analysts  who  cover  Avon  Pro\_'ucts  know  all  about 
the  attitudes  toward  Avon's  stock  of  all  its  major  holders. 
Those  attitudes  are  more  important  than  the  precise  earn- 
ings progression. 

"It's  a  small  group  talking  to  a  small  group.  There  are 
probably  three  or  four  analysts  who  are  dominant  in  Avon, 
and  probably  30  or  40  institutions." 

What  has  all  this  to  do  with  value— which  is  supposed 
to  be  what  the  stock  market  is  all  about?  Not  much.  Value, 
Charley  Ellis  points  out,  isn't  the  question. 

"These  top-tier,  high-P/E  companies  are  perfect  in- 
vestments for  money-center  banks  managing  $2  billion  to 
$25  billion.  In  their  world,  the  customer,  a  pension  fund 
probably,  pays  close  attention  to  the  quarter-by-quarter 
performance  of  each  of  his  banks.  Basically,  what  he's  look- 
ing at  is:  Which  of  the  banks  is  performing  best?" 
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This,  Ellis  points  out,  makes  it  difficult  for  a  bank  in- 
vestment oflBcer  to  take  an  original,  contrary-opinion  ap- 
proach to  the  market.  Conformity  is  the  only  safe  course. 
All  that  matters  is  whether  your  portfobos  do  as  well  as 
the  competition's.  As  long  as  you  perform  as  well  as  the 
competition,  you  win.  A  kind  of  self-perpetuating  lockstep. 
As  a  result,  Ellis  says:  "We  now  have  a  consensus.  We 
don't  have  a  market.  We  have  a  clearing  process."  A 
few  people  sitting  in  a  circle  passing  a  few  stocks  back 
and  forth  among  each  other  at  artificial  prices. 

What  ever  happened  to  Ben  Graham,  the  sage  of  se- 
curity analysts?  Graham  taught  that  the  way  to  look  at  a 
stock  is  the  way  a  businessman  would  look  at  a  busi- 
ness. You  multiply  the  price  per  share  by  the  nimiber  of 
shares  and  get  a  total  valuation,  and  then  you  ask:  Is  this 
whole  company  worth  that  much  money? 

A  little  arithmetic  shows  us  that  Avon  Products  is  val- 
ued in  the  stock  market  at  $7  biUion,  while  another  great 
marketing  organization,  Merrill  Lynch,  Pierce,  Fenner  & 
Smith,  is  valued  at  only  $400  million.  Is  Avon  worth  nearly 
20  times  Merrill  Lynch?  Of  course  not— not  in  the  real 
world  of  going  businesses.  But  Avon  is  worth  20  Merrill 
Lynches  in  the  unreal  world  of  growth  stocks. 

"We're  not  talking  about  businessmen  here,"  EUis  said. 
"We're  dealing  with  portfolio  managers,  men  in  an  organi- 
zation that  makes  its  money  getting  more  business. 

"The  boss  tells  him,  produce  a  product  we  can  sell.  The 
product  that  sells  is  based  on  the  concept  that  superior 
earnings  growth  in  the  long  run  will  automatically  lead 
to  superior  price  behavior." 

We  remarked  that  this  was  sales  management,  not 
investment  management. 

"It's  a  game,"  Ellis  shrugged. 

When  will  it  end?  When  will  Ben  Graham  take  over 
again  from  J.L.  Seagull?  Rephed  Ellis: 

"An  unfair  question.  When  did  tuUp  prices  come  down? 
When  did  Florida  land  stop  rising?  When  do  pyramid 
clubs  break  up?  When  you  know  for  sure  that  the  end 
has  come,  it  is  too  late  to  get  out."  Better  safe  than  sorry, 
is  Ellis'  prescription. 

Maybe  these  Chosen  Stocks  would  stay  high  forever,  a 
Forbes  editor  suggested.  Ellis  says  he  doubts  it. 

This  reminded  him  of  Litton  Industries.  "In  1966  this 
was  one  of  the  supergrowths,  one  of  the  stocks  you  were 
supposed  to  hold  through  thick  and  thin.  In  the  1966 
break,  Litton  didn't  go  down  any  more  than  IBM  or  Xerox 
did.  Litton  recovered  when  the  market  recovered  and 
went  on  to  a  new  high  past  100.  Then,  in  1968,  one  Litton 
quarter  didn't  quite  make  sense  and  the  next  quarter  made 
horrible  news. 

"The  stock  was  selling  for  15  by  1970." 

We  remonstrated  that  Litton  was  no  true  growth  stock. 
Hindsight,  said  Ellis:  "At  the  time,  I  was  talking  to  people 
who  knew  Litton  cold,  and  they  were  very  enthusiastic 
about  it.  There  appeared  to  be  no  reason  in  the  world  why 
Litton  couldn't  resume  its  growth." 

This  kind  of  thing  doesn't  happen  to  really  good  com- 
panies, said  Forbes. 

"Look  at  IBM  in  1962,"  Ellis  shot  back.  IBM's  earnings 
were  superb  that  year.  The  financial  statements  were  not 
tainted  a  bit.  Yet  the  price  got  cut  in  half  that  year. 
Xerox  got  cut  in  half  in  1966. 

"These  things  can  happen  very  swiftly,  growth  stocks 
or  not." 

Warming  to  his  subject,  Charlie  Ellis  reminded  us  that 
one  of  Wall  Street's  principal  functions  was  supposed  to 
be  the  raising  of  capital  for  new  ventures.  The  two-tier 


market  has  virtually  destroyed  this  function.  The  top-tier 
stocks  have  smothered  all  the  rest. 

We  were  reminded  of  what  the  boss  of  a  big  under- 
writing house  had  told  us:  The  firm  is  stuck  with  several 
promising  new  companies  for  which  it  is  unable  to  raise 
new  money  in  this  market.  Now  the  underwriter  is  afraid 
these  new  companies  may  have  to  sell  out  to  a  bigger 
company  in  order  to  keep  expanding.  Under  present  cir- 
cumstances, the  public  wouldn't  touch  the  new  issue.  And 
the  institutions  wouldn't  touch  it  without  assurance  of  a 
public  market  for  liquidity  and  a  pricing  mechanism. 

Said  Ellis:  "A  friend  of  mine  in  a  venture  capital  firm 
has  got  four  companies  he  is  responsible  for.  They  should 
have  had  an  equity  offering,  but  couldn't  get  it  off  so  the 
companies  had  to  hold  expansion  plans. 

"Another  friend  of  mine  approached  an  institutional  in- 
vestor to  invest  in  a  new  venture.  The  institutional  guy 
said,  no,  I  can't  possible  justify  it,  because  I  can  buy  going 
concerns  at  such  low  prices,  six,  eight  times  earnings.  This 
attitude— a  product  of  the  two-tier  system— dries  up 
second-stage  financing." 

What's  the  path  back  to  reality?  Ellis'  answer  was 
blunt: 

"Terminate  Wall  Street." 

Ellis  doesn't,  of  course,  mean  terminate  the  stock  mar- 
kets. He  means  terminate  the  present  system  of  brokers  as 
intermediaries,  and  break  up  their  other  functions  into 
component  parts.  His  proposals  are  drastic  and  they  are 
complicated.  We  don't  have  the  time  or  space  to  go  into 
them  here;  for  those  interested,  the  details  are  all  in  his 
eminently  readable  book. 

SuflBce  it  to  say  that  you  wouldn't  recognize  Wall  Street 
when  Charlie  Ellis  got  through  with  it:  "A  broker  friend, 
a  floor  broker,  recently  read  my  book.  He  said,  'Migawd, 
I  don't  think  this  business  needs  me.  This  is  what  you  are 
saying.'  I  said,  'That's  right.  You're  not  needed.'  " 

Concludes  Ellis:  "The  market  mechanism  that  worked 
magnificently  for  Mr.  Smith  in  Portland,  Maine,  and  Mr. 
Davenport  in  Portland,  Oregon,  just  doesn't  relate  to  Chase 
and  First  National  City.  The  sooner  we  realize  it,  the  bet- 
ter off  everybody  is  going  to  be." 

Will  this  happen?  Probably  not  soon  enough,  says  Ellis.  ■ 
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W(drQ  makiiig  it  our  business 

to  get  more  where  this  came  from. 


As  the  energy  crisis  grows, 
petroleum  companies  are  trying 
to  get  more  oil  out  of  the  ground, 
out  of  the  sea.  Along  the  way, 
they'll  make  investments  of 
billions  of  dollars  in  the  next  two 
years  alone. 

And  TRW  will  be  right 
there  helping  them,  growing 
with  them,  all  over  the  world. 

Our  submergible  electri- 
cally driven  pump,  for  example, 
is  used  in  both  onshore  and 
onshore  petroleum  production. 
It  is  almost  essential  for  econom- 
ical production  in  secondary 
and  tertiary  recovery  of  crude 
from  existing  fields. 

TRW's  submergible 
pumping  systems  were  the  key 
elements  in  one  of  the  largest 


Soviet  Union  industrial  orders 
placed  in  the  United  States  in  25 
years:  in  excess  of  $20  million, 
with  options  for  major  additional 
purchases.  TRW  equipment  is 
busily  pumping  oil  in  North 
America,  the  Middle  East,  South 
America,  Southeast  Asia,  Africa, 
the  North  Sea  —  in  fact,  wherever 
oil  is  found. 

TRW's  business  role  in 
the  energy  crisis  doesn't  stop  with 
additional  petroleum  production. 
Electricity  and  gas  producers  are 
also  trying  to  create  more  power 
and  to  manage  and  distribute  it 
more  efficiently. 

TRW's  computerized 
electric  utility  control  systems 
are  helping  many  major  producers 
here  and  abroad  increase  power 
^reliability,  and  decrease  chances 
for  power  failures.  These  systems 
interface  power  grids  over  large 
geographical  areas  to  make  instant 
decisions  for  switching  power 
distribution. 

Summing  it  up:  TRW  has 
dozens  of  ways  to  help  energy  pro- 


ducers and  distributors  around  the 
world  close  the  growing  energy  gap. 

And  helping  energy  pro- 
ducers is  only  one  of  the  many 
ways  TRW  has  of  growing. 

Our  average  annual  growth 
rate  over  the  past  ten  years  has 
been  about  10%  in  sales  and 
15%  in  earnings  per  share. 
This  trend  continues  in  1973  with 
the  strongest  first  quarter  in  the 
company's  history. 

For  a  summary  of  our 
continuing  story  of  growth,  just 
drop  a  note  to  Communications 
Services,  Dept,  FB,  TRW  Inc., 
23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 


Golden  Opportunities 


Buying  a  gold  stock  is  pretty  much  li/ce  buying  a  pig  in  a  po/ce. 
But  you  icnow  what  has  happened  to  the  price  of  pigs  these  days. 


The  skeptics  about  gold  are  keeping 
a  low  profile  these  days.  They  coun- 
seled caution  when  the  price  hit  $70 
an  ounce  and  again  when  it  rose  to 
$90  and  $100.  And  why  not?  The 
fever  for  gold  stocks  has  never  lasted 
before.  Only  a  few  years  back,  when 
the  gold  price  dropped  from  $44  to 
under  $35  in  January  1970,  gold 
stocks  went  through  the  floor. 

But  this  time  die  collapse  has  not 
come  according  to  past  scripts.  With 
the  world  monetary  system  unhinged, 
gold  has  come  to  seem  a  safe  haven 
for  many  investors;  and  for  Britons, 
Americans  and  South  Africans,  who 
are  legally  forbidden  to  own  gold  it- 
self, gold  stocks  now  seem  the  next 
best  thing— at  least  as  long  as  the  gold 
price  keeps  rising.  Will  it?  There  are 
voices  to  suggest  it  will,  to  $150, 
$200,  even  $400  an  ounce.  With  the 
price  already  around  $120,  nobody 
says  anymore  that  that  couldn't  hap- 


pen. Last  year  the  head  of  Gold 
Fields,  South  Africa's  second-largest 
mining  finance  house,  was  predict- 
ing $120  an  ounce— by  1983. 

In  places  like  California,  Canada 
and  Colorado,  the  gold  rush  is  al- 
ready on.  Claim-jumpers  and  penny- 
stock  promoters  are  back  in  business, 
and  the  big  mining  companies  are  re- 
viewing their  inactive  properties.  At 
least  a  dozen  Canadian  mines  are 
being  reopened,  and  in  the  U.S., 
Newmont  Mining  has  already  an- 
nounced plans  to  mine  two  new  sites. 

But  the  risks  are  still  enormous. 
True,  higher  prices  have  extended  the 
reserves  of  existing  mines,  made  the 
opening  of  new  or  inactive  mines 
theoretically  economic.  But  today's 
price  is  no  guarantee  of  tomorrow's 
profit:  In  South  Africa,  repository  of 
the  bulk  of  the  Free  World's  reserves, 
it  may  take  $150  million  and  seven 
to  ten  years  to  bring  a  new  mine  into 


The  Gold  Stocks:  Or  What  Goes  Up  Hasn't  So  Far  Come  Down 

1972-73 

Earn 

Ings  Per  Share 

Price/ 

Recent 

Price 

Fiscal    < 

Vo  Increase 

Latest 

Earnings 

Company 

Price 

Range 

1972     1 

From  1971 

12MOS. 

Ratio 

North  American 

Campbell  Red  Lake 

661/2 

713/8-21 

$1.17 

72% 

$1.36 

49 

Dickenson  Mines* 

3.75 

4.60-0.85 

0.33 

371 

0.37 

10 

Dome  Mines 

98V4 

1031/2-54 

2.71 

53 

3.31 

30 

East  Malartic* 

4.75 

4.75-0.93 

0.01 

D-Pt 

0.06 

79 

Giant  Yellowknife 

IOVb 

11 1/4 -7 

0.38 

111 

0.43 

24 

Homestake 

48 

523/4-18 

1.28 

167 

1.75 

27 

Kerr-Addison 

12% 

133/4-71/8 

0.62 

-3 

0.65 

20 

Pamour  Porcupine* 

6.25 

6.70-1.75 

0.15 

400 

0.20 

31 

Sigma  Mines* 

21.00 

22.50-3.55 

0.67 

191 

0.86 

24 

South  Africantt 

ASA  Ltd. 

533/8 

553/4-171/8 

23.22**       50** 

45.16* 

18%tt 

Biyvooruitzicht 

9.72 

9.87-3.56 

0.56 

9 

0.56 

17 

Doornfontein 

15.17 

15.17-3.72 

0.62 

20 

0.85 

18 

Free  State  Geculd 

27.28 

27.28-14.65 

2.77 

26 

2.98 

9 

Hartebeestfontein 

31.40 

31.40-4.49 

1.17 

53 

2.71 

12 

Kloof  Gold  Mining 

18.69 

18.69-6.35 

0.58 

-2 

1.15 

16 

President  Brand 

26.91 

26.91-11.44 

2.06 

-7 

2.29 

12 

President  Steyn 

27.66 

27.66-6.35 

1.15 

126 

1.26 

22 

Vaal  Reefs 

36.25 

37.38-10.91 

2.77 

110 

3.15 

12 

West  Driefontein 

48.21 

48.21-22.87 

2.74 

20 

3.89 

12 

Western  Deep  Levels 

23.17 

23.17-9.64 

2.20 

32 

2.09 

11 

Western  Holdings 

47.09 

47.84-21.23 

3.80 

42 

4.23 

11 

•Amounts  in  Canadian  dollars  (=$1,002).  t  Deficit  to  profit.  *•  Net  asset  value,  as  reported  at  end  of  period. 
i  Net  asset  value  as  of  7/13/73.  tt  Premium  over  net  osset  value,  ti  NYSE  prices  tor  ASA  Ltd.j  all  others  Johannes- 
burg prices.  All  omounts  converted  at  present  exchange  rote   (1   rand  ^  $1,495). 


production.  "Less  than  three  years  ago 
the  price  was  $35  an  ounce,"  Anglo 
American  Chairman  Harry  Oppenhei- 
mer  said  a  while  back.  "It  is  hardly 
four  months  since  it  exceeded  $70, 
and  only  in  the  last  few  weeks  has  it 
exceeded  $100.  It  is  obviously  neces- 
sary to  have  some  history  of  high  gold 
prices  before  taking  decisions  to  open 
new  .mines  that  will  be  profitable  only 
^  at  higher  prices." 

One  thing  seems  clear:  The  gold 
price  upswing  does  not  stem  solely 
from  monetary  speculation,  but  part- 
ly from  the  rising  demand  for  gold 
for  industrial  use— in  jewelry  (75%  of 
the  total),  dentistry  and  electronics. 
Compared  with  what  has  happened 
to  the  prices  of  metals  like  copper, 
nickel  and  silver,  says  Robert  Gilbert, 
head  of  New  York's  Intercontinental 
Research  &  Analysis,  gold  ought  to  be 
selling  for  even  more  than  it  already 
is.  He  says  it  would  have  to  go  to 
$136.50  an  ounce  to  reach  parity 
with  these  other  metals.  Even  on 
higher  prices,  demand  is  growing 
rapidly  as  supply  dwindles.  South 
Africa  produces  77%  of  the  world's 
gold,  but  its  output  is  already  off 
nearly  10%  from  its  1970  peak,  and 
nobody  expects  even  a  substantial  in- 
crease in  prices  to  do  more  than  slow 
its  long-term  rate  of  decline. 

Is  a  fiuther  price  rise  a  sure  thing? 
Not  at  all.  But  gold  stocks,  like  gold 
itself,  could  go  either  way. 

Suppose  you  want  to  buy  gold 
stocks  as  a  hedge  against  massive  in- 
flation or  continued  weakness  of  the 
dollar.  Where  do  you  start?  You 
soon  find  there  are  gold  stocks  and 
there  are  gold  stocks. 

Only  four  of  them  are  listed  on  the 
New  York  Stock  Exchange— the  U.S.' 
Homestake  Mining,  Canada's  Dome 
Mines  and  its  Campbell  Red  Lake  af- 
filiate, and  a  South  African  gold  min- 
ing investment  trust,  ASA  Ltd.  Be- 
yond these,  there  is  only  the  treach- 
erous over-the-counter  market  or  the 
uncertain  area  of  ADRs,  where  the 
government's  interest  equalization  tax 
often  imposes  an  extra  15%  burden. 

The  Canadian  companies  are  high- 
ly speculative— most  have  survived  in 
recent  years  only  because  of  govern- 
ment subsidies— and  the  South  Afri- 
can ones  are  subject  to  so  many  local 
conditions  that  few  foreign  analysts 
try  seriously  to  assess  them.  Any 
company's  profits,  for  example,  aie 
strongly  influenced  by  the  terms  of  its 
individually  tailored  mining  lease  from 
the  government;  all  companies  are  re- 
quired to  mine  to  the  average  grade 
of  ore  in  the  mine  above  the  break- 
even grade,  so  that  production  actual- 
ly declines  as  prices  rise;  and  the 
effect  of  price  rises  on  profits  hinges 
on  when  the  South  African   govcrn- 
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meiit  decides  to  sell  on  the  free  mar- 
ket gold  it  buys  from  producers  at 
the  $42.22-an-ounce  monetary  price. 
In  these  circumstances,  most  analysts 
prefer  to  play  it  safe  by  recommend- 
ing such  longer-lived  mines  as  Vaal 
Reefs,  East  Driefontein  and  Kloof. 

But  the  real  speculative  play  lies  in 
marginal  or  subsidized  mines,  which 
the  present  price  of  gold  has  made 
solidly  profitable  for  the  first  time  in 
years.  Take  Randfontein,  for  instance. 
Its  reserves  were  running  low,  and  it 
was  able  to  open  up  a  new  section 
a  few  years  back  only  because  the 
government  agreed  to  put  up  the 
money.  But  with  the  increase  in  the 
price  of  gold,  Randfontein  proved  to 
be,  well,  a  gold  mine:  Its  shares  went 
from  $1.65  to  $23.62  in  two  years. 

But  that  kind  of  speculation  is  not 
for  amateurs.  As  Homestake's  presi- 
dent Paul  Henshaw  explains,  "The  re- 
percussions of  gold  price  increases  on 
each  separate  mine  can  be  calculated 
only  by  experts.  The  individual  inves- 
tor in  South  African  gold  shares  can 
best  protect  himself  by  spreading 
his  holdings  across  several  mines." 

Still  Risky 

But  even  then.  When  to  buy?  When 
to  sell?  Deson  Sze,  Harris,  Upham's 
knowledgeable  resovu"ce  expert,  sug- 
gests using  ASA  Ltd.  as  a  bellwether. 
When  ASA  is  selling  at  a  discount 
from  its  net  asset  value,  it's  time  to 
buy  both  gold  stocks  and  ASA.  When 
it's  at  a  10%  premium,  it's  time  to  sell. 
"This  helps  with  the  timing,"  Sze  says, 
"for  the  entire  group."  At  53?8,  ASA 
recently  sold  at  an  18.2%  premium. 

But  the  risks  remain.  A  nongold  so- 
lution to  today's  monetary  instability 
could  send  gold  prices  reeling.  So 
could  substantial  Russian  gold  sales 
in  the  West,  or  a  U.S.  decision  to  un- 
load some  of  its  immense  holdings  on 
the  world  market.  The  U.S.  after  all 
holds  some  8,560  tons,  vs.  last  year's 
production  of  only  about  1,200  tons. 

None  of  these  prospects  seems  like- 
ly. What  does  seem  likely  is  that  the 
price  will  not  move  uninterruptedly 
upward.  "Just  as  you  get  quite  dra- 
matic fluctuations  in  the  price  of  cop- 
per," says  W.D.  Wilson,  chairman  of 
Anglo  American  Gold  Investment,  re- 
pository for  giant  Anglo  American's 
gold  interests,  "I  think  we  must  now 
expect  quite  dramatic  fluctuations  in 
the  price  of  gold.  We  have  very  little 
experience  in  how  this  will  operate." 

And  what  -happens  to  gold  should 
be  translated  almost  immediately  into 
the  prices  of  the  gold  stocks. 

"The  unfortunate  part  of  this  gold 
revaluation,"  says  Homestake's  finan- 
cial vice  president,  Frank  Corbin,  "is 
what's  good  for  Homestake  is  probably 
not  good  for  the  country."  ■ 


How  Austin 

consulting  sendees 

helped 

Valley  Mould  &  Iron  Co. 

expand  without 

halting  production. 

As  a  result  of  a  market  survey  of  ingot  mould  requirements, 
the  world's  largest  independent  producer  of  ingot  moulds 
and  stools  for  the  steel  industry  decided  to  expand.  An 
Austin  economic  and  engineering  feasibility  study  was  made 
and  followed  by  a  contract  to  design  and  construct  the 
new  facility  to  meet  these  anticipated  requirements. 

If  you  would  like  details,  write,  on  your  letterhead,  please, 
for  case  study  No.  58F.  The  Austin  Company,  Consulting 
Services,  Cleveland,  Ohio  44121. 

:fN  THE  AUSTIN  COMPANY 

^^J:^  Consultants  •  Designers  •  Engineers  •  Builders 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  toother  executive  loan 
services.  And  you  get  more  money. 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.  S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2640. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


make227dn 


Invite  a  friend  over  for  a  tall  cool  one  on 
the  rocks.  Or,  invite  227  friends  over. 
With  this  Scotsman  home  or  office  ice- 
maker,  you  can  store  up  to  670  cubes 
(it  makes  480  per  day).  What's  more, 
these  cubes  are  gourmet  quality:  rounded 
to  prevent  sticking,  diamond  clear  and 
frozen  rock  hard  to  last  longer.  Built-in 
or  free-standing.  Scotsman  could  make 
you  the  social  hit  of  the  year. 


P-  i-=i[  SCOTSMPiNj 


COMMERCIAL  ICE  SYSTEMS  /  HOME  ICE  MAKERS 

42306  Front  Street  Albert  Lea,  Minn.   56007 
Send  me  details  on  Scotsman's  home  or  office 
ice- maker. 

Name 


Address. 
City 


State . 


Zip. 


FORBES,   AUGUST   1,    1973 


41 


Faces  Behind  the  Figures 


What  Price  Frankness 

If  ever  an  American  executive 
seemed  to  be  bucking  for  the  Diog- 
enes Award— if  such  existed— it  is 
Chairman  George  A.  Spater,  64,  of 
$1.4-bilhon  American  AirUnes,  the 
No.  Two  U.S.  domestic  air  carrier. 

His  latest  blow  for  honesty  was  his 
announcement  last  month  that  Amer- 
ican had  illegally  kicked  in  $55,000 
to  the  Committee  to  Re-elect  the  Pres- 
ident during  the  1972  campaign.  The 
announcement  came  just  as  American 
was  coming  back  at  last,  leading  the 
industry  in  trafiBc  gain  for  three  weeks 
through  mid-July. 

This  was  the  third  occasion  in  a 
little  over  a  year  when  Spater  had 
bitten  the  bullet.  Early  last  year, 
when  he  caught  his  marketing  vice 
president  and  an  assistant  taking  kick- 
backs from  suppliers,  he  turned  them 
over  to  the  U.S.  Attorney  instead  of 
quietly  removing  them.  (The  vice 
president  pleaded  guilty,  and  his  as- 
sistant fled  the  country. ) 

Then  in  June  Spater  was  the  first 
top  executive  to  point  out  that  the 
airlines'  comeback  was  being  aborted 


by  slower  gains  and  higher  costs. 
Spater's  timing  was  wretched,  coming 
with  the  news  that  American  had  lost 
$36  million  in  1973  through  May. 

Is  all  this  blunt  talk  and  action 
really  necessary?  Yes,  says  Spater: 
"We  prosecute  mechanics  caught 
stealing  tools.  We  can't  have  a  dif- 
ferent morality  for  oflBcers." 

The  announcement  of  the  illegal 
contribution  is  something  else.  True, 
the  donation  might  have  come  to 
light  later  anyway,  and  Spater  hoped 
to  mitigate  any  penalty  for  American 
by  speaking  out  first.  But  did  that 
warrant  Republican  Spater  spilling 
the  beans  at  so  awkward  a  time? 

Friends  say  Spater  wanted  to  re- 
lieve what  he  regards  as  an  unbear- 
able pressure  on  U.S.  businessmen. 
There  have  always  been  pressures  to 
contribute,  but  never  to  the  extent 
and  subtlety  of  this  last  campaign- 
like  the  threat  of  unfavorable  action 
on  American's  then-pending  merger 
with  Western  Airlines,  or  the  threat 
of  antitrust  action  against  another 
company.  The  whole  thing  had  be- 
come like  a  sinister  movie,  and  Spater 
wanted  to  turn  on  the  Ughts.  ■ 


Spater  of  American  Airlines 


Corner  Cigar  Store 
(Si/viss  Style) 

Cigar  King  Davidoff 


There's  no  wooden  Indian  outside 
Zino  Davidoffs  comer  cigar  store  on 
Geneva's  Rue  de  Rive.  He  doesn't 
need  one.  Davidoff's  customers— kings, 
counts,  connoisseurs  like  the  late  King 
Farouk,  who  walked  in  one  day  and 
spent  $10,000  there— come  to  him. 
DavidofiP  does  $4  million  retail  an- 
nually over  his  counter. 

Not  bad?  Then  light  up  your  White 
Owl  and  listen  to  this.  Downstairs 
below  the  shop  is  DavidoflF's  desk, 
from  which  the  emigre  Russian— who 
once  worked  in  a  Cuban  tobacco 
field— runs  his  $133-million-annual- 
sales  cigar  and  tobacco  empire.  Prof- 
its? "We  are  a  very  private  company," 
smiles  Davidoff,  67.  But  he  admits  to 
around  20%  on  sales. 

From  the  time  he  left  Kiev  in  pre- 
revolutionary  Russia  with  his  ciga- 
rette-making father  (they  were  fleeing 
a  czarist  crackdown),  DavidoflF's  whole 
life  has  been  cigars.  From  the  little 
shop  his  father  opened  in  Geneva— 
where  a  frequent  customer  was  Lenin, 
who  never  paid  for  his  cigars— young 
Zino  went  to  Brazil,  then  to  Cuba, 
to  learn  about  tobacco. 

His  business  skill  brought  a  fortune 
to  the  little  Geneva  operation;  his 
reputation  brought  a  rare  encomium: 
Premier  Fidel  Castro  in  1969  named 
the    first    new    Havana    cigar    in    30 


years  the  "Davidoff"— at  $2.50  each. 

The  Davidoff  empire  is  expanding; 
new  shops  are  planned  for  Belgium, 
England,  Germany  and  Holland  dur- 
ing the  next  two  years.  Does  Davidoff 
need  to  go  public  to  provide  the  in- 
vestment capital?  Another  quiet  smile: 
"It's  an  idea  for  the  future."  Much 
of  the  Davidoff  money  comes  not  just 
from  cigars  (he  has  exclusive  license 
for  the  Davidoff  market  and  handles 
hundreds  of  brands  of  cigars  from 
dozens  of  countries)  but  from  such 
Davidoff-endorsed  products  as  humi- 
dors, cutters  and  lighters. 

Are  cigars  a  good  investment?  "Like 
a  fine  wine,"  says  Davidoff,  "they  ap- 
preciate most  for  those  who  appre-- 
ciate  them."  But  of  course  Havanas 
are  not  available  in  the  U.S.;  and 
even  before  the  Cuban  revolution  they 
were  not  as  popular  here  as  they  are 
in  Spain,  for  example.  But  Davidoff 
is  not  unprepared  if  Cuban-U.S.  re- 
lations are  ever  normalized.  There  are 
over  7  billion  cigars  sold  annually  in 
the  U.S.  "We  would  open  up  in  the 
U.S.  a  week  in  advance  of  the  news. 
We  have  our  sources." 

Meanwhile,  Davidoff,  a  reflective 
man  with  as  fine  a  nose  for  business 
as  for  tobacco,  enjoys  his  Davidoffs 
in  the  evening  and  hopes  those  who 
can  afford  them  will  do  the  same.  ■ 
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In-and-Outer 

In  early  June  1972,  Chainnan  Ralph 
Neely  of  Oklahoma  City's  Doric  Corp. 
had  the  company  sell  200,105  shares 
of  Doric's  common  at  $33  each.  Be- 
tween then  and  June  30,  1973  he 
bought  back  257,929  shares  at  $16 
apiece.  Result:  an  increase  in  Doric's 
equity  capital  of  $2.5  million  and  a 
5.3%  decrease  in  the  number  of  out- 
standing common  shares. 

"For  us,  such  trades  are  part  of  a 
pattern  we  established  back  in  1960," 
explains  Neely.  "All  it  involves  is  a 
matter  of  timing.  We  don't  control 
the  market,  but  we  certainly  can  re- 
act to  it."  However,  this  is  the  first 
time  that  Doric  has  profited  heavily 
from  Neely's  trading  activities  for  the 
company.  Between  1960  and  early 
1972  the  company  bought  or  sold 
some  400,000  shares  of  its  common 
without  either  making  or  losing  mon- 
ey overall. 

Certainly  the  depressed  stock  mar- 
ket helped  Neely  on  his  latest  "reac- 
tion." But  so  did  the  company's  dis- 
appointing profit  performance.  Neely, 
58,  an  Oklahoma  Cit>'  bank  director 


Neely  of  Doric  Corp. 


and  former  insurance  executive,  put 
Doric  together  during  the  1960s  and 
early  1970s  by  making  various  smaill 
acquisitions  in  the  chemical,  metals, 
pet  food,  petroleum  and  dental  fields. 
By  the  end  of  1972  he  had  amassed 
sales  of  $68  million  and  had  steadily 
increased  profits  to  $2.47  a  share. 
The  price  freeze  during  the  first  quar- 
ter of  this  year,  however,  hurt  the 
profits  in  Doric's  pet  food  division 
( Strongheart ) ,  one  of  the  company's 
largest  operations.  As  a  result,  earn- 
ings slid  to  35  cents  a  share,  vs.  55 
cents  in  the  year-earlier  period. 

In  fact,  the  company's  profits  are 
likely  to  continue  slipping,  partly  be- 
cause of  the  price  squeeze  in  pet 
foods  and  partly  because  of  an  ex- 
pensive recent  acquisition.  Last  year 
Neely  paid  $20  million  for  Patterson 
Dental  Co.,  which  distributes  dental 
supplies  and  equipment  such  as  dental 
chairs.  X-ray  machines  and  drills. 
However,  Neely  paid  $9.7  million  o\er 
book  value  for  the  company,  a  cost 
that  is  now  to  be  written  off  against 
profits  that  are  not  increasing. 

Maybe  Neely  bought  back  his  Doric 
stock  too  soon.   ■ 


Ti^o  Loves 

It  wasn't  just  that  Anthony  O'Reilly 
was  a  foreigner  that  caused  the  raised 
eyebrows  when  he  was  made  presi- 
dent and  chief  operating  oflBcer  of 
Pittsburgh's  venerable  H.J.  Heinz  Co. 
last  month.  After  all,  foreigners  have 
headed  other  and  larger  U.S. -based 
multinational  corporations,  snch  as 
Caterpillar  Tractor.  It  wasn't  even  that 
O'Reilly  was  just  37,  had  been  with 
the  company  only  six  years  and  was 
best  known  to  the  public  as  a  famous 
Irish  international  rugby  star. 

What  seemed  strange  was  that 
O'Reilly  had,  and  will  keep,  extensive 
business  interests  outside  Heinz.  For 
example,  Ke  is  a  founder  and  the 
largest  stocTcholder  in  Fitzwilton  Ltd., 
the  third-largest  Irish  company,  with 
$100-million  sales  and  $6-million 
earnings.  Via  a  spate  of  acquisitions, 
reverse  mergers  and  the  Uke,  O'Reilly 
and  two  associates  had  managed  in  a 
few  years  to  turn  a  small,  stodgy  tex- 
tile firm  into  a  conglomerate  active  in 
retailing,  drugs,  Coke  distributorships, 
fertilizers  and  construction. 

O'Reilly  also  owns  Columbia  In- 
vestment Co.,  which  this  year  ac- 
quired control  of  the  largest  Irish 
newspaper  chain;  and  he  is  a  major 
investor  in   Fitzwilliam   Resources,   a 


O'Reilly  of  Heinz 


7%  holder  of  Tara  Exploration  and 
Development,  which  in  Ireland  is  ex- 
ploiting the  largest  zinc  and  lead  ore 
body  in  Europe.  Might  not  that  dis- 
tract him  from  Heinz? 

Not  so,  says  O'Reilly  disarmingly. 
"In  Ireland  I  am  merely  an  investor 
strategically  deploying  my  capital.  I 
am  not  at  all  involved  in  manage- 
ment, and  investment  decisions  don't 
require  as  much  time  as  management." 

Can  one  be  a  first-rate  manager 
and  investor  simultaneously?  "Perhaps 
I  have  a  schizoid  personality,"  re- 
torts O'Reilly.  "I  love  challenges,  and 
the  one  at  Heinz  is  important  to  me. 
It  means  I  have  competed  success- 
fully against  some  of  the  best  mana- 
gerial talent  in  the  vwrld. ' 

So  far,  he  has.  He  came  to  Heinz' 
big  tradition-bound  British  subsidiary 
in  1967  by  selling  it  a  sugar  venture, 
and  two  years  later  was  its  managing 
director.  Good  at  acquisitions  and 
new-product  introduction,  he  quickly 
got  earnings  moving  up  again.  His 
challenge  now:  to  do  the  same  for 
Heinz'  larger,  and  recently  more  slug- 
gish. North  American  operations. 

In  his  rugby  days  O'Reilly  was  a 
winger,  a  position  in  which  one  is 
expected  to  avoid  the  worst  of  the 
fray,  but  usually  scores  most  of  the 
goals.  Could  that  be  a  portent?  ■ 
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Faces  Behind  the  Figures 


To  the  8th  Generation 

"WiiEN  you're  the  seventh  generation 
of  a  family  to  head  a  company,"  says 
David  L.  Coffin,  48,  president  of  207- 
year-old  Dexter  Corp.  of  Windsor 
Locks.  Conn.,  "the  challenge  is:  What 
are  you  going  to  do  with  the  compa- 
ny? You  can  just  plain  sit  on  it,  but  I 
wanted  to  do  something." 

Dexter's  ability  to  change,  of 
course,  probably  explains  why  it  ranks 
as  the  U.S.'  third-oldest  independent 
business  (still  older:  a  Philadelphia 
industrial  belting  company  founded 
in  1702  and  a  Princeton,  N.J.  storage 
outfit  founded  in  1743).  Dexter  be- 
gan in  1767  as  a  sawmill  and  grist- 
mill, got  into  paper  in  1835,  then 
moved  into  paper  specialties  and  fi- 
nally, in  the  early  Thirties,  into  non- 
woven  materials,  long-fiber  papers 
made  of  hemp,  cotton,  even  glass— 
the  kind  used  in  tea  bags  {see  box), 
duplicating  stencils  and  coffee  filters. 

"I  disagreed  with  the  basic  philos- 
ophy of  the  business,"  says  Dave  Cof- 
fin, who  succeeded  his  father  in  1958. 
"Like  a  lot  of  New  England  compa- 
nies, they  always  thought  of  the  busi- 
ness as  something  to  be  held  in  trust 
for  the  next  generation.  So  they  nev- 
er paid  dividends,  lived  off  their  sal- 
aries, never  borrowed  money,  never 
did  anything  unless  they  could  pay 
cash.  But  you're  not  going  to  get  very 
far   these   days   with  that   trick   in   a 

All  the  Tea  in  Britain,  Too?   — 

The  tea  bag  was  invented  nearly  70 
years  ago,  but  for  years  it  never  real- 
ly got  anywhere.  The  materials  from 
which  it  was  made— cheesecloth, 
gauze,  cellophane  or  what  not— im- 
parted a  taste,  or  weren't  porous 
enough,  or  fell  apart  in  water,  or  were 
too  costly.  Then  Dexter  came  along  in 
1936  with  a  long-fiber  paper  tea  bag 
that  solved  all  the  problems  and  rev- 
olutionized U.S.  tea-drinking.  Today 
over  half  of  the  tea  sold  in  the  U.S. 
comes  in  tea  bags. 

The  new  tea  bag  did  very  well  by 
Dexter,  whose  patents  gave  it  a  vir- 
tual monopoly  on  the  market  for  two 
decades.  It  still  has  over  50%,  but  the 
market  is  small.  Even  today,  Dexter's 
tea  bag  volume  probably  does  not  run 
as  high  as  $10  million  a  year. 

Until  recently.  Dexter  was  never 
able  to  crack  the  big  British  market, 
which  had  always  scorned  the  tea 
bag.  Then,  in  the  late  Sixties,  the 
British  began  taking  to  tea  bags  as 
mysteriously  as  lemmings  take  to  the 
sea:   Tea  bags  grew  from  2%  of  the 
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heavy-capital-input  business.  I  felt  we 
ought  to  move  out  and  broaden  our 
technology  and  markets.  Our  plan 
was  to  have  three  profit  bases— non- 
wovens,  specialty  chemicals  and  con- 
verted products." 

True,  not  only  Coffin's  ambitions  < 
but  also  the  estate  tax  helped  to  take 
the  company  public.  ("My  mother, 
father  and  stepmother  all  passed  away 
in  a  three-year  period,  bing,  bing, 
bing,  and  we  couldn't  have  stood  an- 
other round  of  estate  taxes.")  Also, 
most  of  Dexter's  acquisitions  wanted 
stock.  So,  in  1967,  in  putting  Dexter 
into  the  adhesives  business,  Coffin  took 
the  company  public,  though  the  fam- 
ily still  retains  43%  of  the  stock. 

How's  the  new  Dexter  doing?  The 
move  into  converted  products  didn't 
work  out,  but  Coffin  did  succeed  in 
building  a  solid  position  in  industrial 
finishes,  adhesives  and  sealants,  and  is 
now  venturing  into  sanitary  chemicals. 
As  against  some  $9.4-million  sales 
when  Coffin  took  over  and  $35  million 
when  Dexter  went  public,  it  grossed 
$66  million  last  year,  with  close  to 
$100  million  likely  in  1973.  Earnings 
doubled,  to  $4  million,  between  1967 
and  1972,  and  are  up  nearly  25%  more 
in  this  year's  first  half. 

As  for  the  next  generation  of  Cof- 
fins, Dave  Coffin's  two  sons,  14  and 
18,  have  yet  to  show  much  interest 
in  the  business.  "The  most  interested 
one  is  my  20-year-old  daughter,"  he 


Coffin  of  Dexter  Corp. 


says.  "She  sits  on  my  chair  on  occa- 
sion and  says,  'Dad,  it's  very  com- 
fortable.' I  tell  her  not  to  get  an>' 
ideas,  but  why  not?  Times  have 
changed,  and  our  chief  financial  of- 
ficer for  many  years  was  a  lady." 
Why  not  indeed?  ■ 


market  in  1968  to  12%  in  1971  to 
18%-20%  currently.  With  the  market 
growing  at  30%  a  year,  Dexter  de- 
cided to  leap  Britain's  17%  tariff  bar- 
rier, and  two  years  ago  began  build- 
ing a  plant  in  Scotland  to  serve  both 
Britain  and  the  Common  Market. 

And  what  a  market!  The  British 
tea  consumption  alone  is  roughly  tri- 
ple the  U.S.',  so  that  even  at  under 
20%  of  the  market,  Britain's  tea  bag. 
consumption  already  matches  ours; 
and  the  growth  is  much  steeper. 

Dexter's  tea  bag  papers  are  sold 
these  days  in  35  countries,  principal- 
ly the  tea-drinking,  English-speaking 
countries.  But  they  are  beginning  to 
catch  on  in  Japan,  where  they  have 
perhaps  4%  of  the  market;  and  even 
the  Chinese  are  reported  to  have 
bought  some  .second-hand  tea  bag- 
ging equipment. 

A  new  Cultural  Revolution?  Dex- 
ter's Dave  Coffin  doesn't  think  so. 
Rather,  he  thinks  the  Chinese  have 
decided  to  go  after  foreign  exchange 
by  bagging  tea  for  export. 
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Women^s  Lasciv? 

"All  I  AM  I  owe  to  Women's  Lib," 
says  Doug  Lambert. 

Don't  believe  it.  Twelve  years  ago, 
with  a  born  entrepreneur's  audacity, 
Lambert  opened  a  decidedly  un- 
Women's-Lib  girly  nightclub  in  Cal- 
ifornia's rock-ribbed  Orange  County, 
hard  by  wholesome  Disneyland  and 
the  western  White  House. 

Quick  as  a  bunny,  his  Playgirl 
Club  was  packed  every  night  with  lo- 
cal male  chauvinists— making  Lam- 
bert, now  39,  a  wealthy  man.  He's 
almost,  if  not  actually,  a  millionaire. 

What's  good  for  the  gander  is  good 
for  the  goose,  thought  Lambert.  Now 
he's  betting  $500,000  of  his  nightclub 
profits  on  a  new  magazine  featuring 
photos  of  nude  men.  So  far,  despite 
the  dip  in  the  pom  business  and  the 
recent  Supreme  Court's  decision,  Lam- 
bert looks  like  he's  done  it  again. 

Playgirl,  as  he  dubbed  it,  was  ap- 
parently in  the  black  on  its  first  issue 
in  Jime.  Fawcett  Pubhcations,  the 
printer  and  distributor,  claims  to  have 
sold  600,000  copies  in  four  days.  Au- 
gust's print  order  is  1  million  (vs. 
6.7  million  for  the  pioneer  Playboy). 

The  idea  first  took  shape,  Lambert 
explains,  as  he  watched  female  night- 


club patrons  watching  Elvis  Presley 
and  Tom  Jones  perform:  "Women  ob- 
viously like  looking  at  men's  bodies." 
When  he  observed  the  ecstatic  re- 
sponse to  Cosmopolitans  famous  nude 
Bert  Reynolds  centerfold  last  year,  he 
knew  what  he  must  do. 

His  first  move  was  to  hire  a  wom- 
an editor,  willowy  ex-model  and  free- 
lance writer  Marin  Scott  Milam. 
"Women  have  been  brainwashed  not 
to  respond  to  pictures  of  male  nudes," 
says  Milam.  "Our  magazine  is  evi- 
dence that  women  can  finally  admit 
to  an  interest  in  blatant  sex." 

Reverse  sexism?  Perish  the  thought, 
says  Lambert:  "We  don't  exploit  men 
because  we  don't  show  them  in  sug- 
gestive poses."  But  that  may  soon 
change.  "All  our  letters  demand  full 
frontal  nudity,"  he  concedes.  "No  cop- 
outs  like  a  strategically  placed  hand." 
One  problem:  the  men  who  pose.  "It's 
hard  to  put  them  at  ease,"  explains 
Milam.  "They're  not  used  to  this  sort 
of  thing." 

Lambert  insists  Playgirl  is  not  just 
another  skin  sheet.  Scheduled  for  up- 
coming issues— along  with  centerfolds 
of  Dennis  Hopper,  Rafer  Johnson  and 
Cesar  Romero— are  some  features  that 
wouldn't  be  out  of  place  in  the  La- 
dies'  Home  Journal:    pregnancy   and 


Lambert  of  Playgirl 


nutrition,  women  and  taxes. 

Lambert  will  leave  radical  feminism 
to  Ms.— whose  circulation  after  a  year 
is  just  over  a  third  of  Playgirl's  after 
three  issues.  And  he's  not  worried 
about  Penthouse's  new  boy-y  book, 
Viva.  Says  he:  "After  us,  everything 
will  look  like  imitations."  ■ 
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^^Loaded  Shotgun 


Since  1951  Paul  Desmarais  has  par- 
layed a  mere  $1  investment  into  a 
financial-industrial  empire  with  around 
$5  billion  in  assets.  Although  hardly 
known  in  the  U.S.,  he  is,  as  chairman 
and  majority  shareholder  in  Montreal's 
Power  Corp.,  one  of  Canada's  biggest 
financiers,  personally  worth  at  least 
$26  million.  And  in  a  coimtry  where 
the  business  power  structure  is  heav- 
ily Anglo-Saxon,  Desmarais,  46,  is  a 
French-Canadian  from  Sudbury,  Ont. 

Through  Power,  Desmarais  has  op- 
erating cotitrol  over  Canada's  largest 
mutual  fimd  (Investors  Group),  with 
some  $2  billion  in  assets,  and  its  third- 
biggest  pulp  and  papermaker  (Con- 
solidated-Bathurst),  plus  ship,  bus 
and  trucking  lines,  a  newspaper  chain 
(Gesca  Ltee. )  and  a  half-dozen  fi- 
nancial companies,  including  Great- 
West  Life  with  50  ofiBces  in  the  U.S. 

Desmarais  admits  he  could  never 
have  put  together  such  an  empire  in 
the  U.S.  Trustbusters  would  have 
seen  to  that.  But  now  even  Canada's 
less  stringent  antitrust  laws  cramp 
him,  so  Desmarais  is  moving  south. 
"We  have  about  $50  million  cash  and 
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could  make  a  $200-million  acquisi- 
tion. We  are  like  a  shotgun  that  is 
loaded  and  ready  to  fire." 

Desmarais  has  had  his  problems  of 
course.  Since  taking  over  at  Power  in 
1968  he  has  had  major  strikes  in 
three  divisions,  a  $7.1-million  cost 
overrun  in  his  shipyards,  and  a  $50- 
million    writeoff    in    pulp    operations. 

Desmarais  of  Power  Corp. 


In  five  years  Power  has  more  than 
doubled  net  per  share  to  $1.20,  ad- 
mittedly with  the  help  of  acquisitions; 
but  Desmarais  now  says,  "We  can 
grow  at  15%  a  year  aftertax  even 
without  acquisitions." 

That  single  dollar  bill  that  started 
it  aU  was  spent  22  years  ago  by 
Desmarais,  a  vacationing  first-year  law 
student,  in  exchange  for  a  bankrupt 
bus  company  in  Sudbury,  Ont.  in 
which  his  father  was  a  majority  share- 
holder. Desmarais  took  over  16  buses, 
$384,000  in  debts  and  a  franchise 
that  included  the  nm  to  International 
Nickel's  Copper  C'iffs  mine. 

Desmarais  raised  capital  by  getting 
a  $50,000  stake  from  Inco.  He  spent 
the  proceeds  along  with  hefty  bor- 
rowings to  make  the  rest  of  his 
routes  profitable.  After  four  years  he 
was  able  to  buy  another  bus  line  for 
$100,000  cash,  the  first  of  a  string  of 
acquisitions  that  led  to  Power  Corp., 
a  holding  company  made  cash  rich  by 
the  provinces'  utiHty  nationalization. 

Says  Desmarais,  "In  another  five 
years  I  will  probably  retire.  Maybe  go 
into  government.  Or  finish  law  school. 
There  are  a  lot  of  exciting  things,  you 
know,  besides  business."  ■ 
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Ars  Gratia  Pecuniae: 


How  to  stay  rich,  maybe. 

Buy  stocks  and  they  go  down.  Invest 
for  interest  and  taxes  take  a  big  chunk. 
Put  your  money  in  the  bank  and  in- 
flation whittles  it  away  at  a  rate  of 
6%  or  so  a  year  compounded. 

How  about  art?  For  the  veiy  rich, 
art  has  been  a  hedge  against  inflation 
for  almost  as  long  as  there  has  been 
such  a  thing  as  liquid  capital. 

In  recent  years  so  many  moneyed 
people  have  jumped  to  the  conclusion 
that  art  is  a  way  out  that  the  proposi- 
tion has  become  self-fulfilling.  Just 
about  tlie  only  way  to  lose  money 
during  the  1972-73  art  season  was 
by  betting  that  prices  couldn't  go 
higher.  Any  prices.  Anywhere.  A  Los 
Angeles  sale  of  Disneyana  last  fall 
brought  in  over  $14,000;  a  Mickey 
Mouse  and  Pluto  the  Dog  snow  shov- 
el went  for  $125.  On  June  29  Christie's 
of  London  auctioned  a  Dutch  land- 
scape for  $1.56  million,  astounding 
the  owner  who  had  hoped  for 
$400,000.  Steve  Morris,  manager  of 
Seattle's  Greenfield  Gallery,  is  trying 
to  regain  his  grip  on  reality  after  sell- 
ing a  tum-of-the-centiuy  beer  sign 
for  $900.  "It's  just  insane,"  he  says. 
"Five  years  ago  they  went  for  $20." 

Sotheby  Parke  Bemet,  the  grande 
dame  of  U.S.  auction  houses,  giddy 
from  the  excitement  of  a  $68-milUon 
season,  last  month  breathlessly  lapsed 
into  the  language  of  horse  racing. 
"The  'gate,'  "  one  press  release  exult- 
ed, "was  a  tie  between  two  'winners' 
—Manet  and  Cezanne."  Both  paint- 
ings were  still  lifes,  sold  by  Norton 
Simon  for  $1.4  million  apiece.  In 
American  fximiture,  the  roses  went  to 
an  18th  century  mahogany  desk, 
knocked  down  for  $120,000. 

Seems  almost  too  good  to  be  true. 
It  probably  is. 

Richard  H.  Rush  has  been  track- 
ing art  prices  since  1957,  when  the 
finance  company  he  was  running  suf- 
fered from  that  year's  recession.  He 
found  the  transition  to  art  an  easy 
one;  now  he  sells  a  newsletter  about 
investing  in  art.  Even  he  is  a  bit  ner- 
vous about  the  present  boom.  In 
May,  he  says,  a  small  auction  of  19th 
century  academicians  brought  prices 
20  times  above  their  1968  level.  These 
paintings,  says  Rush,  were  mainly 
bought  by  dealers  who  need  inven- 
tory. "Somebody  may  get  stuck  later 
with  nonartistic  paintings  bought  too 
high,  which  cannot  easily  be  unload- 
ed," he  warns. 

Much  of  the  heavy  buying  is  by 
Europeans  and  Japanese  who  are 
loaded  with  dollars  they  are  afraid  to 
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keep.  "Partly  due  to  devaluation,  ev- 
erything is  a  little  cheaper  here.  But 
remember,  too,"  says  Thomas  Norton, 
a  senior  vice  president  of  Parke  Ber- 
net,  "that  for  years  America  acted  as 
a  gigantic  vacuum  cleaner.  People 
are  coming  here  to  buy  their  own 
stufi^  back." 

Flight-from-the-dollar  buying  is  not 
limited  to  U.S.  citizens.  Dr.  Irving  F. 
Burton,  a  Detroit  pediatrician  whose 
collection  of  American  paintings  was 
auctioned  last  October  for  $930,800, 
or  about  ten  times  his  investment,  is 
worried  by  what  he  sees  happening 
among  his  fellow  doctors.  "In  the  last 
three  years,"  he  says,  "there  has  been 
a  tremendous  surge  of  buying,  often 
reckless.  I  stand  there  with  my  mouth 
agape.  'My  God!'  I  think,  'they're 
getting  fleeced!'  I  don't  think  it  has 
much  to  do  with  inflation;  it's  more 
disillusion  with  the  stock  market." 

Troubled  Boom 

Although  pleased  with  the  in- 
creased volume,  dealers  wince  at  talk 
that  "art  is  money."  Says  Merrill 
Chase  whose  string  of  midwestern 
shopping  mall  galleries  count  some 
56,000  customers:  "They  come  in  and 
say:  'I  read  about  this,  I  heard  about 
that.'  Some  have  read,  some  have 
heard,  and  some  have  seen.  There's  a 


mystique  that  goes  on  all  the  time." 
Even  if  you  assume  that  art  is  a 
good  investment— and  it  sometimes  is 
—it  is  well  to  remember  that  it  is  not 
a  liquid  investment.  Nor  is  it  stable. 
People  forget  that  the  recession  of  the 
early  Fifties  squelched  a  boom  in 
School  of  Paris  paintings  that  had 
been  inflated  by  French  dealers.  Tight 
money  sent  collectors  scurrying  to 
sell;  dealers  weren't  buying;  many 
people  were  unhappy.  English  antique 
silver  underwent  a  similar  boom  and 
decline  in  the  mid-Sixties.  Speculators 
drove  the  prices  up  too  high.  Seven 
years  later  the  image  of  silver  remains 
tarnished.  Abstract  Expressionism,  Pop 
Art  and  Op  Art  have  also  suftered 
some  casualties. 

Even  fine  paintings  are  not  really 
quite  the  same  as  money  in  the  bank. 
In  1945  Corot  was  selling  for  only 
one-third  of  his  1925  peak  price. 
Braque  did  quadruple  in  value  be- 
tween 1941  and  1945— but  that  was 
after  17  years  of  going  nowhere. 

Roy  Neuberger,  a  70-year-old 
stockbroker  whose  art  collection,  as- 
sembled over  the  past  35  years,  is 
valued  at  close  to  $10  million,  knows 
both  art  and  money.  He  says:  "To 
hedge  against  inflation  is  a  very  com- 
plicated thing.  It  depends  on  how 
fast  inflation  is  going  up.  You're  better 
off  having  something  so  well  known 
and  so  specific  that  it  goes  up  faster 
than  the  dollar  goes  down.  Art  of  great 
quality  has  been  proved  to  do  this, 
almost  more  than  anything  else.  But 
there's  such  a  thing  as  being  art  poor; 


"Maiisscs  and  Rouauhs  are  steady— Uirillos  are  down  o  peg." 


Scully— Punch,  London 


FORBES,   AUGUST   1,    1973 

i 


Expensive  Fare.  The  Manet  sfill  life 
above  cost  $1 .4  million  last  fall.  But 
Victoriana,  the  latest  "concept/*  is 
just  getting  back  to  1 903  prices, 
when  paintings  like  Aln)a-Tadema's 
Spring  (right)  sold  for  over  $25,000. 


for  money-making,  there's  a  limit  to 
how  much  art  you  should  own." 

Hugh  Hildesley,  the  tall,  ginger- 
haired  Englishman  who  has  been 
Sotheby  Parke  Bemet's  chief  appraiser 
since  1969,  is  even  more  emphatic. 
He  frowns  at  the  suggestion  that  art 
can  be  used  as  an  inflation  hedge: 
"There  are  too  many  imponderables." 

One  of  the  prickliest  of  these  is 
valuation.  Gemstones,  which  are  not 
foolproof  either,  can  at  least  be  sci- 
entifically rated,  a  valuation  that  will 
stand  up  in  court.  Art  and  antiques 
are  basically  a  matter  of  opinion  and 
taste.  "Whether  he  goes  into  the  art 
market  or  the  stock  market,  the  small 
investor  is  set  up  to  be  screwed,"  says 
Christopher  Gerould,  who  retired  in 
July  as  director  of  the  Chase  Man- 
hattan Bank's  $3-million  art  program. 
"He's  competing  with  pros  who  have" 
information  he  not  only  doesn't  have 
but  has  no  way  of  getting.  What  little 
information  is  available  isn't  nearly  as 
useful  as  the  Standard  &  Poor's  Index." 

The  lack  of  information  about  art 
is  not  due  to  lack  of  initiative  on  the 
part  of  artrepreneurs.  Acquire,  a  slick 
new  bimonthly,  started  publication 
in  June.  Howard  Katzander  publishes 
a  newsletter  on  prices  of  art  and  an- 
tiques at  auction.  But  the  dimensions 
of  the  aft  scene  boggle  the  mind.  In 
the  17th  century  alone  some  4,500 
artists  were  at  work  in  the  tiny  area 
of  today's  Benelux.  No  two  of  their 
paintings  are  identical  in  value.  Thus 
predicting  prices  obviously  becomes 
a  tricky  business. 

If  selling  your  art  collection  at  a 
profit  is  a*  problem,  just  selling  it  at 
all  is  definitely  another.  "Say  you  own 
100  shares  of  U.S.  Steel.  You  just 
lift  up  the  phone  and  it's  sold.  It's 
not  the  same  with  Picasso,"  says 
Gerould.  "The  value  may  be  there, 
but  it's  still  not  liquid."  Inflation  or 
no,    it    isn't    considered    safe    to    sell 
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something  at  auction  within  three 
years  of  the  original  purchase.  The 
professionals  are  going  to  wonder 
what's  the  matter  with  it.  "I  know 
people  who  bought  fine  Old  Masters," 
Hugh  Hildesley  says.  "When  they  re- 
sold them  after  only  five  years,  they 
just  escaped  with  their  original  in- 
vestment." Ten  years  is  about  the  min- 
imum safe  holding  period.  How  many 
people  can  or  will  accept  being  locked 
in  for  a  decade? 

Once  you've  overcome  the  time 
factor,  you're  ready  to  confront  the 
problem  of  name-dropping.  A  collec- 
tion owned  by  Norton  Simon  will  gen- 
erally attract  a  lot  more  attention, 
and  money,  than  one  put  together 
by  Simon  Norton.  It  will  likewise 
bring  more  when  it  is  sold  by  a  famous 
dealer  than  by  an  unknown.  Up  until 
now  a  small  auction  house  didn't  gen- 
erally attract  these  dealers,  so  prices 
tended  to  be  lower.  As  if  these  com- 
plications weren't  enough,  they  all 
have  to  be  crammed  into  a  nine-month 
year.  The  art  market  dies  between 
June  and  October  in  the  U.S.,  though 
in  Europe  it  lasts  another  month. 

Some  people  beUeve  the  art  market 
is  contracyclical  to  the  stock  market. 
"Suppose  the  stock  market  takes  off," 
says  Dr.  Burton.  "A  lot  of  people  are 
going  to  ask,  why  let  $50,000  hang 
on  the  wall?"  Turning  the  painting  in- 
to money  may  not  be  easy.  "The 
friendly  dealer  you  bought  from  starts 
mumbling  about  being  short  of  funds 
or  needing  to  have  the  painting  re- 
appraised in  the  light  of  new  scholar- 
ship. Dealers  don't  want  to  buy  any- 
thing back  unless  they  can  steal  it." 
Paying  a  high  markup  to  a  dealer 
turns  out  to  be  a  very  poor  insurance 
premium  when  money  gets  tight. 

The  alternative,  selling  at  auction, 
means  paying  the  auctioneer  a  25% 
commission,  plus  the  costs  of  ship- 
ping. Throw  in  $400  a  year  for  the 
150  Parke  Bemet  catalogs  to  enable 
you  to  keep  on  top  of  the  market.  All 
of  a  sudden,  art  doesn't  look  like  such 
an  easy  way  to  get  rich  quick. 

Hard  To  Finance 

Getting  the  money  to  buy  art  isn't 
so  easy  either.  Banks  in  the  U.S.  tend 
to  be  extremely  cautious  about  lending 
money  for  art  purchases  or  accepting 
art  as  collateral.  "I  don't  know  how 
many  meetings  I've  sat  in  on  at  the 
Chase,"  recalls  Gerrould,  "where  I've 
seen  really  fine  art  turned  down  as 
collateral.  That  means  you're  going  to 
pay  100  cents  on  the  dollar  for  any- 
thing you  buy."  You  may  even  pay 
more.  To  take  advantage  of  the  boom, 
several  art  financing  firms  have  re- 
cently been  formed.  Interest  runs  up 
to  18%.  "It's  not  low,"  comments  Rich- 
ard Rush,  "but  neither  are  the  risks. 


A  painting  is  not  a  repossessed  car." 
These  are  just  the  normal  draw- 
backs of  trying  to  cash  in  on  art.  An 
abnormal  period,  like  the  current 
boom,  creates  abnormal  problems.  If 
the  art  market  becomes  overheated, 
three  things  can  occur,  none  of  them 
good.  Quality  and  condition  go  by 
the  boards  as  criteria  for  purchase; 
forgers  start  to  work  nights;  and  prices 
can  get  so  high  that  the  market  com- 
mits suicide.  "Art  is  essentially  bought 
by  art  lovers,"  says  Howard  Katzan- 
der.  "If  you  price  them  out  of  the 
market,  things  get  risky.  Who  will 
buy?"  Much  more  so  than  in  the  high- 
ly regulated  stock  market,  manipula- 
tion and  outright  fakery  are  constant 
risks.  Atkinson  Grimshaw  was  a  Vic- 
torian painter  of  pleasant  pastorals. 
Several  years  ago  Grimshaw  was 
just    another    unfashionable    nobody 


The  Promoters' 


Professionals  who  tried  to  organize 
art  investment  funds  haven't  fared 
well.  What  is  said  to  be  the  first  of 
these  funds  was  first  traded  in  1969. 
Some  20  more  were  being  formed  or 
talked  about  in  1970.  One  of  the 
promoters  doing  the  talking  was 
Bernie  Comfeld,  who  had  plans  for 
an  lOS  Portfolio  of  the  Arts. 

One  year  later  most  of  these  funds 
were  dead.  A  few  funds,  such  as 
Artemis  in  Luxembourg,  continue  to 
operate,  but  the  idea  of  public  par- 
ticipation is  still  up  in  the  air.  The 
Artemis  board  included  connoisseurs 
like  Baron  Elie  de  Rothschild,  Baron 
Leon  Lambert  and  New  York  art  deal- 
er Richard  Feigen.  The  fund  didn't  fly. 

What  went  wrong?  Basically,  the 
problem  with  art  funds  is  the  lack  of 
cash  flow.  Says  Feigen:  "A  fund  with 
securities  trades  its  securities;  it 
doesn't  just  buy  and  sit." 

Edward  Landrigan  was  toying  with 
the  idea  of  setting  up  a  mutual  fund 
after  he  left  Parke  Bemet  last  fall, 
but  he  soon  abandoned  the  plan  and 
set  himself  up  as  an  independent  art 
broker  instead.  One  reason  is  that  too 
many  hunters  scare  the  prey.  "Art  is  a 
small  world,  unfortunately,"  Landri- 
gan says.  "When  prices  are  publicly 
known,  it  makes  it  harder  to  sell  at  a 
substantial  profit." 

Nevertheless,  promoters  are  once 
again  poking  their  heads  out  of  the 
woodwork— although  not  very  far. 
When  a  Forbes  reporter  called  up 
the  Art  Investors  Corp.,  listed  in  the 
Manhattan  phone  book,  she  got  the 
following  response:  "No  one's  here 
now.  He's  out  of  the  country.  This  is 
only  a  branch  office.  There  is  no 
main  number.  No,  I  can't  answer  any 
questions.  Goodbye." 


whose  works  collected  dust  in  store- 
rooms. Then  a  couple  of  London  deal- 
ers decided  to  discover  him.  They  put 
together  some  50  of  his  paintings,  ar- 
ranged shows,  made  loans  to  muse- 
ums, sent  a  few  trial  balloons  up  at 
auction.  A  good  big  Grimshaw  now 
goes  for  as  much  as  $8,000— ten  to  15  | 
times  its  price  seven  years  ago. 

Ira  Weinstein  is  a  32-year-old  art 
^  collector/  investor  who  admits  to  being 
torn  between  emotion  and  profit  when 
he  looks  at  art.  "With  $10  million, 
you  could  control  the  entire  print 
market,"  he  rhapsodizes,  eyeing  a 
Frank  Stella  Uthograph  the  way  Mrs. 
Tweedy  looks  at  Secretariat.  "There's 
no  reason  why  art  can't  be  advertised 
on  television  like  breakfast  cereals," 
he  says.  "If  you  brought  the  P&G 
mentality  into  this  business,  you  could 
really  shake  it  up." 

Weinstein  hopes  to  become  a  deal- 
er; Richard  Feigen  already  is  one, 
and  one  of  the  most  successful  in  New 
York.  Like  a  number  of  people  in  this 
business,  Feigen  started  out  in  finance, 
working  in  the  investment  department 
of  an  insurance  company  after  he  sold 
his  seat  on  the  New  York  Stock  Ex- 
change in  1956.  Feigen  in  the  mid- 
Sixties  made  a  fortune  selling  18th 
and  19th  century  paintings,  but  is 
now  digging  for  older  masters  a  few 
centuries  back.  "These  things— lesser 
known  Old  Masters— are  still  availa- 
ble at  low  prices.  Eventually  they  will 
be  household  names  and  gathered  into 
the  fold  of  seven-figure  artists."  Al- 
though his  bank  account  will  swell, 
Feigen  wonders  whether  the  overall 
effect  will  be  healthy.  "The  chips  are 
going  to  get  bigger.  When  they  get 
big  enough,  the  art  market  will  be- 
come institutionalized  or  else  the  dol- 
lar will  have  lost  its  value.  Ultimately 
the  small  investor  will  be  limited  to 
contemporaries."  In  art,  buying  con- 
temporaries is  like  commodity  trad- 
ing: You're  lucky  if  one  in  ten  pays  off. 

There  is  also  the  danger  that  art 
will  take  its  revenge  and  make  a  col- 
lector out  of  the  would-be  trader.  He 
might  end  up  with  $50,000  worth  of 
Mickey  Mouses,  as  one  man  in  Los 
Angeles  did.  Or  a  room  full  of  barbed 
wire  at  $10  a  barb.  Or  $13  million 
worth  of  horse  paintings,  which  an 
improvident  Connecticut  animal  lover 
is  trying  to  get  rid  of  in  an  attempt  to 
save  his  mansion  from  foreclosure. 

So  buy  a  Picasso.  Spend  $85,000 
on  a  Chippendale  chair.  Maybe  even 
start  a  coUection  of  U.S.  dollar  bills. 
But  remember  this:  You  can  get  taken 
in  the  stock  market  in  spite  of  the 
Securities  &  Exchange  Commission,  in 
spite  of  the  tangibility  of  (juarterK- 
dividends,  in  spite  of  the  licjuidity  ot 
the  market.  You  are  at  least  ten  times 
more  likelv  to  be  taken  in  art.  ■ 
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The  Funds 


Howv  the  Italians  Upstaged  lOS 


Bernie  Cornfeld  is  in  a  Geneva  prison.  The  U.S.  Govern- 
ment has  extradition  papers  out  for  Robert  Vesco.  Luxem- 
bourg authorities  have  just  arrested  Dr.  Milton  Meissner, 
the  current  Investors  Overseas  Services  president,  and 
the  Swiss  government  has  warrants  out  for  James  Roose- 
velt and  blue-blood  banker  C.  Henry  Buhl  III.  lOS  in- 
vestors weep. 

All,  that  is,  except  the  Italian  investors.  Fonditalia,  the 
lOS -founded  Italian  national  fund,  has  grown  in  assets 
from  $54  million  in  1968  to  $315  milhon  today,  in  per- 
share  assets  from  a  $10.25  low  in  1970  to  the  $13.41 
announced  at  last  month's  annual  meeting  in  Luxembourg, 
on  whose  stock  exchange  Fonditalia  shares  now  stand  at 
$12.79,  up  from  197 1's  historic  low  of  $11.94.  The  num- 
ber of  investors  has  risen  from  20,000  to  over  60,000. 

How  did  this  single  honorable  exception  arise  to  the 
lOS  global  scandal?  Though  today  governments  wave 
writs  at  lOS  with  the  abandon 
of  Spanish  lottery  hawkers, 
only  Italy  acted  in  time— out 
of  pure  self-interest.  "By  Ital- 
ian regulation,"  explains  Dr. 
Efisio  Cao  di  San  Marco, 
Fonditalia  board  member  and 
co-head  of  IMI  (Instituto  Mo- 
biliare  Italiano),  "all  foreign 
investment  funds  like  Fondi- 
talia must  have  at  least  50% 
invested  in  Italian  securities." 
But  by  that  same  token,  if 
scandal  hit  Fonditalia  and  in- 
vestors unloaded,  great  dam- 
age could  be  done  to  Italy's 
biggest  stock  exchange,  Milan, 
which  is  a  very  narrow  mar- 
ket by  U.S.  standards. 

"So  the  government  told 
IMI  to  solve  the  problem," 
says  Cao.  It  did,  by  acquiring 
in  1971  a  51%  controlling  in- 
terest in  Fonditalia  Manage- 
ment Co.  (which  has  the  vot- 
ing shares)  from  lOS.  It  could 

do  so  because  IMI  is  a  quasi-public  Italian  body  designed 
to  operate  in  an  economy  30%  dominated  by  government 
ownership,  intervention  or  control.  IMI  raises  over  $2 
billion  a  year  for  industrial  investment  in  Italy  and  has 
15%  of  its  ]$7.5-biUion  assets  invested  outside  Italy— "in- 
cluding 20%  of  your  Watergate  complex,"  adds  Cao  coyly. 

IMI  began  by  asserting  its  control  vigorously.  Says 
Cao,  "We  put  our  own  people  in  Luxembourg  [where 
Fonditaha's  management  company  is  located],  Mr. 
[Harvey]  Felberbavmi  [the  top  lOS  man  in  Italy]  resigned 
from  the  sales  organization  and  we  reorganized  it,  and 
we  formed  a  London  co-management  team"— the  latter 
by  hiring  away  merchant  banker  James  I.  Kilpatrick  from 
a  strong  London  bank. 

Locked  into  Italy  by  law,  and  with  a  further  28%  of  its 
assets  invested  in  Wall  Street  (now  down  to  18%),  the 
new  team  began  shifting  in  and  out  of  markets  in  search 
of  profits.  Then  last  year  it  decided  to  make  a  virtue  of 
necessity:  Despite  the  Italian  economy's  uncertainty  and 
the  resultant  speculative  nature  of  Italian  stocks,  Fondi- 


talia started  buying  so  heavily  in  Italy  as  to  lift  its  hold- 
ings well  beyond  the  required  50%.  That  paid  off  recent- 
ly when  the  Milan  exchange  began  to  bounce  back. 

"Our  strongest  gains  this  year  have  been  in  Italy,"  ex- 
plains Cao.  "But  for  a  fund  our  size,  50%  is  out  of  pro- 
portion for  how  much  we  should  have  concentrated  in  a 
country  hke  Italy.  It  should  be  perhaps  20%  or  25%." 
If  the  fund  were  thus  set  up  now,  it  would  probably 
move  heavily  into  Wall  Street,  which  Fonditaha's  London 
advisers  think  will  outperform  every  other  stock  market 
in  the  next  nine  months.  (Long  term,  they  like  Japan. ) 

But  first  Cao  wants  all  of  Fonditalia  out  of  lOS  hands, 
for  he  feels  the  lOS  connection  still  holds  Fonditalia  back. 
"We  wanted  to  buy  100%  in  1971,"  says  Cao,  "but  they 
would  not  sell."  Or  as  Cao  put  it  more  precisely,  Vesco 
was  willing  to  sell  only  on  condition  that  he  could  "remain 
involved  indirectly."  Says  Cao,  "We  cut  o£F  negotiations, 
we  do  not  negotiate  on  this  basis.  We  do  not  expect 
another  visit  from  Mr.  Vesco." 

If  Fonditalia  can  get  the  remaining  49%,  it  would  sell 


When  the  judge  is  away,  Bernie  Cornfeld  languishes  in 
solitary  in  Geneva's  grim  St.  Antoine  prison,  to  regret  the 
fate  that  led  him  to  return  in  May  for  a  business  deal  and 
to  stay  for  a  final  party  in  his  up-for-sale  mansion.  The 
Swiss  police  gate-crashed  with  a  year-old  warrant  for  his 
arrest.  And  there  is  no  habeas  corpus  in  Switzerland. 


it  to  "reputable  interests"  and  then  go  on  to  face  its  un- 
usual future.  While  the  fund  has  never  had  to  worry 
about  redemptions  exceeding  sales,  Cao  sounds  as  though 
he  would  actually  welcome  more  redemptions.  "What 
could  be  more  natural,"  he  asks,  "than  for  some  investors 
to  sell  in  the  futtue  to  bring  home  their  capital  gains?" 

Just  imagine— a  mutual  fund  whose  top  management 
would  be  glad  to  see  investors  getting  out  satisfied,  even 
at  the  risk  of  net  redemptions!  But  of  course  what  Cao 
really  hopes  for  is  that  Fonditalia,  by  combining  good  per- 
formance and  good  reputation,  attracts  enough  future  in- 
vestors to  oflFset  the  redemptions. 

And  the  Italian  government  is  satisfied  too.  Through 
Fonditalia,  Italians  who  are  worried  about  the  strength 
of  the  lira  can  legally  invest  in  a  national  fund  where- 
by the  risk  is  spread  outside  the  country,  and  where  the 
fund  is  permitted  to  take  its  profits  in  many  currencies. 

In  the  mutual  fund  business,  as  lOS  shows  at  one  ex- 
treme and  Fonditalia  at  the  other,  government  interven- 
tion isn't  necessarily  all  bad.  ■ 
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Photo  ol  actual  ranchland  taken  at  Sangre  de  Crista  Ranches 


Where  the  deer  and  the  antelope  play 


Sangre  de  Cristo  Ranches.  Midway  between  Denver  and  Albu- 
querque. Where  the  Kit  Carson  Trail  meets  the  Navajo  Trail  in 
beautiful  Southern  Colorado. 

Big  country.  Wide  open  spaces.  Majestic  mountains  surround- 
ing green  hillsides  of  the  sleepy  San  Luis  Valley.  Rugged,  yet 
serene.  Crisp,  clean  air,  scented  with  sagebrush  and  pine. 

You  can  own  land  here.  Leg-stretching,  five-acre  minimums. 
Land  for  ranches.  For  vacations.  Retirement.  For  settling  down 
and  getting  away  from  it  all.  For  long  term  investment.  To  leave 
to  your  kids  and  for  them  to  leave  to  theirs. 

This  is  good  land.  Land  you  can  see  for  yourself.  Land  you  can 
stand  on  and  dig  into.  It's  a  subdivision  of  the  gigantic,  260  square 
mile  Forbes  Trinchera  Ranch.  Forbes  Inc.,  publishers  of  Forbes 


Sangre  de  Cristo  Ranches  Inc, 

DIVISION  OF  FORBES  MAGAZINE 

Box  2000,  Old  Chelsea  Station.  New  York,  N.Y.  10011 

Without  obligation,  please  send  me  FREE,  more 
information  on  the  Sangre  de  Cristo  Ranches. 


Name. 


Address. 


City. 


.County. 


^ip. 


State 

A  statement  and  offering  statement  has  been  filed  witti  the  Department  of  State  of 
the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease 
or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof  or  that 
the  Department  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering. 
A  copy  of  the  offering  statement  is  available,  upon  request,  from  the  subdivider. 
NYA  72-833  Not  available  to  residents  of  states  where  prohibited  by  law. 
A615  AD  6609  lb) 


Magazine  and  owners  of  Sangre  de  Cristo  Ranches  Inc.  acquired 
the  Trinchera  Ranch  some  years  ago.  One  of  the  oldest  of  the 
remaining  big  ranches  in  America,  it  ranks  among  the  best  known 
preserves  for  deer,  elk,  game  birds  and  other  wildlife. 

Located  near  the  intersection  of  U.S.  Route  160  and  Colorado 
Highway  159  just  outside  Fort  Garland,  Colorado,  Sangre  de 
Cristo  Ranches  are  spread  over  thousands  of  rolling  acres  which 
rise  to  the  towering  mountain  peaks  of  the  Trinchera  and  Mount 
Blanca. 

Since  Forbes  Inc.  began  offering  this  section  of  its  big  ranch  for 
homesites,  thousands  of  people  have  come  from  all  over  the  nation 
to  sec  this  magnificent  land,  to  purchase  their  own  Sangre  de 
Cristo  Ranch. 

Important  guarantees  backed  by  Forbes  Magazine's  distinguished 
reputation  have  contributed  much  to  the  Sangre  de  Cristo  success 
story.  Every  investor  is  double  protected:  he  has  twelve  months 
after  his  first  payment  during  which  he  can-and  is  urged-to  visit 
his  ranch.  And  if  it  doesn't  fully  meet  expectations,  he  can  have 
all  payments  promptly  refunded.  Or  if  he  simply  changes  his  mind 
within  sixty  days  of  making  his  first  payment,  his  money  will  be 
returned  promptly. 

You  can  own  part  of  this  breathtaking  land  for  just  $50  month- 
ly With  no  interest  or  carrying  charges,  the  total  cost  of  these 
five-acre  ranches  is  just  $5,000.  Other  Sangre  de  Cristo  ranch  sites 
are  available  on  comparable  terms  at  prices  ranging  from  $3,500 
to  $7,500.  This  offer  presents  a  wonderful  opportunity  for  long 
term  investment  in  the  great  southwest. 

For  complete  details  on  these  ranches,  without  obligation,  sim- 
ply fill  in  and  mail  the  coupon  below  to  Sangre  de  Cristo  Ranches, 
Box  2000,  New  York,  N.Y.  100 11. 

Sanore  de  Cristo  Ranches  Inc..  It  •  «l"ly  "'«'»«^«>.»)'S**/;''i'?V^h!^'l:o^^ 
under  the  laws  of  the  State  of  Colorado.  This  registration  it  not  to  be  coniuruea  w> 
imply  state  endorsement  ol  the  lubdiviiion. 
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Composed  of  the  following:  Commerce  privately  owned  housing  starts)  service  price  index  related  to  the  consumer 

Production  Consumption  price  index) 

•  How  much  are  we  producing?  (Federal  Re-  •  How  much  are  people  spending?  (Dept.  of  Income 

serve  Board  Index  of  Industrial  Production)  Commerce  retail  store  sales)  •  How  much  are  workers  earning?  (Dept.  of 

•  VWwt  volume  of  hard  goods  are  we  ordering?  •  To  what  extent  are  consumers  going  into  Commerce  personal  income,  wage  and  salary 
(Dept.  of  Commerce  latest  three  months  new  debt?  (Federal  Reserve  net  change  in  con-  disbursements) 

orders  of  durable  goods  related  to  inventories)  sumer  installment  debt)  •  How  many  people  have  been  laid  off?  (U.  S. 

•  How  intensively  are  we  building?  (Dept.  ot  •  How  costly  are  services?  (Dept.  ot  Commerce  Dept.  of  Labor  initial  unemployment  claims) 


The 
Market 
Outlook 


Selective  Optimism 


By  Sidney  B.  Lurie 


If  I  CAN  summarize  my  views,  it's  to 
the  effect  that:  1)  Today's  fears  are 
far  from  news,  and  the  market  sel- 
dom if  ever  discounts  the  same  thing 
twice.  2)  Having  failed  to  discount 
the  boom  in  classically  buoyant  fash- 
ion, the  market  is  not  now  faced  with 
the  necessity  of  discounting  a  reces- 
sion. In  other  words,  it  seems  to  me 
that  the  maip  body  of  stock  prices  has 
discounted  ^almost  everything  but  a 
major  economic  collapse— that  Amer- 
ican industry,  in  terms  of  its  under- 
lying earning  power  or  the  replace- 
ment value  of  its  assets,  is  selling  on 
an  extremely  conservative  basis.  In 
turn,  this  low  valuation  provides  a 
cushion  which  can  absorb  a  whole 
variety  of  unknowns,  including  the 
uncertainties  relating  to  Phase  4. 

I  can  easily  illustrate  the  point  by 

oflFering  a  long  list  of  major  compa- 

.nies  that  sell  for  less  than  10  times 

Mr.   Lurie   is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


1973  earnings  possibilities  and  in  al- 
most all  cases  are  selling  at  the  low 
end  of  their  historic  multiple  range. 
Most  will  offer  yields  of  5%  or  better. 
Let  me  say  that  I  fully  recognize  the 
fact  that  this  is  basically  a  low  mul- 
tiple era-that  the  "Fabulous  Fifties" 
and  "Soaring  Sixties"  are  being  fol- 
lowed by  the  "Sober  Seventies."  A 
whole  host  of  reasons  can  be  offered 
as  to  why  the  Dow  industrial  average, 
which  is  selling  for  about  11  times 
estimated  1973  earnings,  will  not  soon 
return  to  the  22  to  1  multiple  of  1961 
or  the  17  to  1  multiple  of  1971. 
But  all  this  does  not,  in  my  opinion, 
mean  a  retiun  to  the  7  to  10  times 
earnings  multiples  commanded  by 
the  Dow  in  the  late  Forties. 

In  my  opinion,  emphasis  on  the 
various  problem  areas  of  the  econo- 
my—serious as  they  may  be— can  ob- 
scure one  practical  consideration: 
Ours  still  is  a  dynamic  economy  which 
presents   individual   corporate   oppor- 


tunities, whether  they  be  the  result 
of  the  worldwide  food  shortage,  or 
the  changing  age  complexion  of  our 
population.  To  put  it  differently,  stress 
on  the  immediate  or  potential  overall 
negatives  may  be  at  the  expense  of 
the  fact  that  corporate  characters  can 
change.  And  "character"  is  what  con- 
tributes to  the  multiples  which  help 
make  prices.  The  following  capsule 
comments  illustrate  the  point. 

Monsanto,  third-largest  U.S.  chem- 
ical producer,  is  enjoying  a  banner 
year.  Partly  because  of  the  strong  de- 
mand for  man-made  fibers  and  plastic 
materials,  the  strong  demand  for  basic 
commodity-type  chemicals,  an  im- 
proved overall  price  structure,  a  sharp 
upturn  in  demand  for  industrial  con- 
trols and  hght-emitting  diodes,  I  be- 
lieve 1973  earnings  may  exceed  $6 
per  share,  as  compared  with  $3.49  in 
1972.  Equally  important,  the  compa- 
ny's agricultural  Cinemicals  division 
is  enjoying  another  record  year. 

Perhaps  most  important  of  all,  I 
believe  a  new  management  will  help 
the  company  achieve  a  new  and  high- 
er earnings  plateau,  and  change  the 
past  record  of  below-average  chemi- 
cal profitability. 

It's  easy  to  dismiss  the  air  frame 
manufacturing  industry  on  the 
grounds  that  peace  is  at  hand  and 
that  the  air  transportation  business  is 
not  fuUy  utilizing  its  present  capac- 
ity. But  the  more  practical  underly- 
ing considerations  are  that  the  air 
transportation   business    is    a    growth 
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Receive 
3  months  of 
Value  Line 
f6r$29. 


If  no  member  of  your  household 
has  had  a  subscription  to 
Value  Line  in  the  past  two  years, 
you  may... 


ILLUSTRATEON 
ABOVE      / 


get  this  l800-page 
Investors  Reference  Servicer 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 


For  only  $29,  exactly  half  the  regular  $58 
quarterly  rate,  you'll  receive  all  the  new 
full-page  reports  to  be  issued  in  the  next 
three  months  on  the  more  than  1550  stocks 
and  67  industries  regularly  monitored 
by  The  Value  Line  Investment  Survey. 

These  nevi/  reports  will  update  and  replace 
the  complete  set  of  reports  on  all  1550 
stocks  in  67  industries  already  filed  and 
indexed  in  the  Investors  Reference  Service 
binders  which  you  will  have  received  as 
a  bonus.  Filing  takes  less  than  a  minute 
a  week. 

In  effect,  you  will  receive  six  months  of 
Value  Line  service  for  only  $29— the  latest 
three  months  and  the  next  three  months. 

This  special  introductory  trial  is  offered 
to  new  subscribers  only  because  a  large 
percentage  of  those  who  once  try  Value 
Line  for  three  months  elect  to  continue 
as  full  term  subscribers  at  standard  rates. 


The  increase  in  circulation  thus  effected 
enables  us  to  provide  a  comprehensive 
investment  survey  to  existing  subscribers 
at  a  much  lower  fee  than  would  be 
required  with  a  smaller  circulation. 

You'll  find  it  convenient  to  have  the 
Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and 
figures,  as  well  as  Value  Line's  projected 
performance  ratings,  on  more  than 
1550  widely-held  stocks  in  67  industries. 

You'll  also  get  analyses  and  forecasts  of 
the  national  economy  and  the  stock 
market . . .  guidance  on  current  investment 
policy . . .  plus  Value  Line's  "Especially 
Recommended  Stock  of  the  Week"  and  the 
monthly  "Special  Situation." 

To  take  advantage  of  this  special 
introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus 
in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


iSB^  The  Value  Line  Investment  Survey 

^^^  ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST.,  NEW  YORK,  N.Y  10017 


D  Begin  my  13week  trial  subscription  to  The 
Value  Line  investment  Survey  at  tine  special 
money-saving  rate  of  just  $29.  As  a  bonus 
at  no  extra  cost,  I  will  also  receive  The  In- 
vestors Reference  Service.  I  have  enclosed 
my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions 
and  is  available  only  once  to  any  household. 

D  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

D  Payment  enclosed     D  Bill  me  for  $224 


Signature 


U  16J01 


Name  (please  print) 


Address 


City 


State 


Zip 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 

N  v.  residents  please  add  applicable  sales  tax.  Foreign  rates 
available  on  request.  (No  assignment  of  this  agreement  will 
be  made  without  subscriber's  consent.) 


business— perhaps  more  so  outside 
than  in  the  U.S.— and  miUtary  plane 
procurement  has  been  and  will  re- 
main a  fact  of  life.  Besides,  the  price 
is  right.  All  of  which  brings  to  mind 
well-managed,  strongly  financed  Mc- 
Donnell Douglas  (around  20,  paying 
40  cents,  with  a  1972-73  range  of 
37-17),  the  most  consistently  profit- 
able and  efficient  factor  in  the  indus- 
try. Apart  from  the  possibility  that 
1973  earnings  will  reach  a  new  all- 
time  high,  a  $5.8-billion  backlog  vs. 
estimated  1973  shipments  of  $3.1  bil- 
lion suggests  excellent  business  over 
at  least  the  next  two  years. 

A  Profitable  Change 

With  the  world  facing  a  crop  short- 
age, as  a  result  of  unsatisfactory 
weather  and  upgrading  of  diets,  there 
seems  Httle  question  but  that  the  fer- 
tilizer industry  will  realize  its  long- 
term  prospects  of  5%  annual  sales 
growth  (a  growth  rate  which  wiU  be 
exceeded  in  1973).  Not  only  is  the 
price  structure  strong  and  key  mate- 
rials, such  as  phosphate,  nitrogen  and 
ammonia  in  short  supply,  but  the  con- 
ditions which  brought  about  over- 
supply  in  the  mid-Sixties  are  unlikely 
to  be  repeated.  All  of  which  points  up 
the  fact  that  Williams  Cos.,  which  at 
one  time  was  primarily  a  pipeline 
builder  and  operator,  changed  char- 
acter in  April  1971  and  February 
1972  through  the  acquisition  of  two 
oil  company-owned  fertilizer  opera- 
tions. Today,  it  is  the  largest  produc- 
er and  marketer  of  chemical  fertilizer 
in  the  U.S.  and  has  increased  capac- 
ity. With  other  divisions  of  the  busi- 
ness, except  pipeline  construction,  do- 
ing well,  I  believe  full-year  earnings 
will  be  in  the  better-than-$4-per-share 
area  as  compared  with  the  previous 
alltime  peak  of  $3.94  per  share. 

In  essence,  the  stock  market  has 
been  troubled  by  two  factors  these 
past  months:  inflationary  price  trends 
and  the  rising  cost  of  money.  In  this 
connection,  the  fact  that  the  spread 
between  bond  and  stock  yields  today 
is  at,  or  near,  record  levels  may  not,, 
however,  be  as  stock-price  significant 
as  it  appears  to  be  on  the  surface. 
For  one  thing,  removal  of  the  previous 
ceiling  on  common  dividend  increases 
will  in  time  narrow  the  yield  differen- 
tial. The  basic  fact  remains  that  bonds 
have  been  competing  for  equity  mon- 
ey in  at  least  five  of  the  past  ten 
years,  and  this  has  not  prevented 
some  excellent  stock  price  upswings. 
So,  with  the  market  more  sophisticat- 
ed than  in  previous  cycles,  a  peak  only 
modestly  above  going  levels  could 
lead  to  anticipation  of  the  event.  ■ 

Ml.  Hooper  is  on  vacation.  His  col- 
umn will  appear  upon  his  return.  I 
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Stock 
Analysis 


Stocks  Are  Cheap 


By  Heinz  H.  Biel 


The  great  majority  of  professional 
investment  managers  seem  to  be  in 
agreement  that  most  American  stocks 
are  cheap.  Indeed,  they  are  very 
cheap.  Only  a  few  dozen  superblue 
chips  held  up  well  and  continue,  with 
just  a  few  exceptions,  to  lead  a  happy, 
bank-sheltered  life  of  their  own. 

But  what  does  it  mean  to  the  in- 
vestor that  stocks  are  cheap  by  just 
about  any  standard  of  security  anal- 
ysis? Are  they  safe  buys  now?  Not 
necessarily.  The  trouble  is  that  value 
does  not  determine  price.  The  market 
does  that,  the  free  play  of  demand 
and  supply,  and  it  is  for  this  reason 
that  cheap  stocks  can  still  get  cheaper. 

There  is  a  close  analogy  to  this 
in  the  behavior  of  the  dollar  in  the 
foreign  exchange  markets.  Most  mon- 
etai-y  authorities  are  of  the  opinion 
that  the  dollar  was  fairly  valued,  if 
not  already  undervalued,  after  the 
second  formal  devaluation  last  Feb- 
ruary. Nevertheless,  in  recent  weeks, 
even  this  cheap  dollar  got  cheaper 
and  cheaper  at  a  frightening  rate,  and 
even  Mr.  Nixon's  price  controls  could 
not  prevent  the  skyrocketing  of  the 
price  of  gold  and  of  the  Western  Eu- 
ropean currencies.  The  world  ignored 
the  fact  that  prices  of  American  goods 
and  services  declined  dramatically 
when  expressed  in  foreign  moneys.  No 
one  seemed  to  be  sufficiently  aroused 
by  the  American  bargain  counter  to 
sop  up  those  tens  of  billions  of  Euro- 
dollars in  such  quantities  as  to  restore 
the  balance  between  supply  and  de- 
mand. And  what  Europe  and  Japan 
wanted  to  bjay,  like  soybeans,  we  let 
them  have  only  in  limited  quantities. 

It  is  true,  of  course,  that  in  the 
long  run  the  now  greatly  undervalued 
dollar  will  find  its  proper  level— this 
has  been  the  American  attitude  and 
policy  all  along,  if  one  may  call  be- 
nign neglect  a  "policy."  But  in  the 
long  run,  as  Keynes  said,  we'll  all  be 
dead.  Meanwhile,  the  bear  market  in 
the  dollar  has  done  as  much  harm 
to  this  country  as  the  bear  market  in 
stocks  has  done  to  the  investor. 

It  is  easy  to  criticize  a  policy  which, 
in  retrospect,  looks  stupid.  The  dilem- 
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ma  is  that  we  never  know  for  sure 
how  long  "the  long  run"  is,  and  when 
cheap  stocks  stop  getting  cheaper.  If 
there  is  a  solution  to  this  problem  it 
is  to  have  the  courage  of  conviction, 
to  buy  at  fair  prices,  but  only  stocks 
of  companies  which  will  not  get  into 
trouble  come  hell  or  high  water,  and 
not  to  go  overboard  by  conunitting 
all  buying  power  reserves  prematurely. 

The  Reverse  %ide 

The  July  15  issue  of  Forbes  (p.  32) 
carried  a  long  list  of  stocks  with  an 
earnings  yield  (the  P/E  reversed)  of 
15%  to  25%.  Unless  the  American  econ- 
omy is  heading  into  a  deep  slump, 
a  possibility  but  not  a  probability, 
the  downside  risk  in  any  of  these 
stocks  appears  to  be  negligible  by 
comparison  with  the  eventual  (in  the 
long  run)  recovery  potential.  I'd  just 
like  to  mention  two  stocks  which  are 
not  on  the  Forbes  list. 

Owens-Illinois,  at  30,  is  selling  at 
its  lowest  price  since  1957,  although 
earnings  in  1973  will  be  about  twice 
as  good  as  the  $2.16  a  share  earned 
in  that  year.  Obviously,  Owens-Illinois 
is  not  a  Xerox  or  even  a  Sears,  but 
its  financial  record  is  solid,  with  an 
unbroken  dividend  record  going  back 
to  1907.  This  stock  now  sells  at  about 
7  times  current  record  earnings,  a 
lower  multiple  by  far  than  at  any 
time  over  at  least  two  decades,  and 
there  hasn't  been  a  year  since  1959 
when  the  stock  did  not  sell  at  least 
40%  above  its  present  price. 

Another  stock  is  Crown  Zellerhach, 
one  of  the  country's  largest  papermak- 
ers,  which  sells  around  28.  For  once, 
the  paper  industry  is  in  for  an  ex- 
tended period  where  it  will  not  be 
plagued  by  overcapacity  and  the  re- 
sulting price  pressure.  Earnings  in 
1973  will  be  a  record,  about  $3  a 
share,  indicating  a  P/E  of  only  9, 
which  is  unheard  of  for  a  stock  of 
such  high  caliber.  I  like  the  stock  not 
only  because  of  the  low  multiple  and 
the  favorable  earnings  prospects  over 
the  next  several  years,  but  also  be- 
cause its  vast  timberland  holdings  are 
a  good  inflation  hedge,  a  factor  which 
makes  other  timber  and  paper  com- 
panies so  attractive  at  this  time.   ■  ' 
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Stock 
Trends 

By  Myron  Simons 


A  Time 
To  Believe 


If  you  couldn't  count  on  other  peo- 
ple to  foUow  the  rules  and  laws  of 
society,  you  couldn't  drive  a  car  or 
cross  the  street  or  shop  in  a  super- 
market. You'd  probably  stay  at  home, 
huddled  suspiciously  with  one  or  two 
members  of  your  family,  if  you  could 
trust  them.  Well,  that's  just  about 
what  has  happened  to  the  stock  mar- 
ket. The  lack  of  trust  starts  right  from 
the  Government's  economic  controls, 
which  have  been  clumsy,  to  say  the 
least.  It's  been  hard  to  trust  corporate 
presidents  who  issue  bullish  forecasts 
and  follow  them  with  word  of  some 
unexpected  disaster.  The  accounting 
profession  has  been  shoved  out  of  its 
hallowed  spot  by  such  boo-boos  as 
Equity  Funding.  There  is  even  con- 
cern about  the  financial  integrity  of 
some  brokerage  firms.  It's  enough  to 
make  anyone  want  to  pull  out  and 
huddle  in  the  safety  of  the  savings 
banks  or  high-grade  bonds. 

There's  one  haunting,  nagging 
thought,  though.  It's  that  times  like 
this  have  historically  been  the  most 
profitable  for  the  investor.  Take  1949, 
1963  or  1966.  They  were  great 
chances  to  buy.  Fundamentally  they 
were  times  when  a  deep  recession 
seemed  likely.  None  followed.  There 
hasn't  been  a  serious  pullback  in  the 
economy  since  World  War  II.  The 
bear  markets  simply  became  a  buying 
opportunity. 

Now,  we  are  once  more  expecting 
a  recession.  Or,  are  we?  Economists 
are  pretty  divided  about  whether 
we're  going  to  have  one  or  not,  and 
almost  nobody  thinks  that  it  will  be  a 
very  serious  one  even  by  the  post- 
World  War  II  standards. 

If  history  is  any  guide,  then,  it's  a 
buying  opportunity  right  now. 

I  know  that  it's  easy  to  say,  and 
that  my  column  sometimes  sounds  as 
though  I  think  all  my  readers  escaped 
unscathed  from  this  year's  debacle 
with  a  pot  full  of  cash,  just  waiting 
to  invest  in  a  good  stock  or  two.  It's 
more  likely  that  you  have  stocks,  just 
as  depressed  as  any  others,  that  you'll 
have  to  sell  before  you  can  buy  much 
else.  It's  a  tough  decision,  but  there's 
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one  simple  rule  to  follow.  If  you 
bought  the  stock  because  of  some- 
thing that  was  going  to  happen  but 
didn't,  and  won't,  then  don't  hang 
on  to  it  just  because  it's  down!  A 
new  fresh  idea  can  make  your  mon- 
ey back  much  faster  than  something 
you  bought  some  time  ago  for  reasons 
that  may  no  longer  be  true.  It's  not 
easy,  but  it  may  be  the  only  way  to 
take  advantage  of  a  new  cycle. 

Whom  Do  You  Trust? 

That  brings  us  back  to  the  ques- 
tion of  what  or  whom  to  trust.  Why, 
yourself,  of  course.  Naturally,  you'll 
need  some  research  to  back  your 
ideas,  so  you'll  need  the  services  and 
advice  of  a  good  brokerage  firm.  But, 
at  times  like  this  you're  likely  to  have 
better  concepts  than  many  profes- 
sionals who  are  so  bogged  down  by 
the  depression  of  the  bear  market  that 
they've  lost  perspective.  Anyhow, 
very  few  of  us  professionals  either 
want,  or  are  entitled  to,  that  kind  of 
blind,  unquestioning  faith  that  was 
made  fashionable  by  the  bull  markets 
of  the  late  Sixties. 

Just  as  a  guideline,  I'd  like  to  share 
with  you  some  areas  in  which  I  still 
have  faith. 

1)  The  economy  of  the  U.S.  is  not 
going  to  pot.  Perhaps  the  tinkerers 
will  tinker  poorly,  and  bring  about  a 
slowdown  or  recession,  but  that  will 
be  only  another  minor  little  destruc- 
tion, not  much  difiFerent  from  ones 
we've  had  before.  But,  this  recession, 
or  slowdown,  will  be  different  frorn 
the  last.  This  time,  a  lot  of  cyclical 
companies  have  not  overbuilt  and 
won't  sufiFer  too  much  from  a  slow- 
down. That  includes  the  aluminums, 
which  are  operating  near  capacity 
with  nothing  new  coming  on  stream, 
the  steels,  which  are  worrying  about 
whether  to  build  the  new  plants  that 
will  be  needed  for  the  1980s,  the  pa- 
pers, the  coppers  and  a  long  list  of 
others.  These  are  fields  for  the  con- 
servative investor  to  plow  through. 
My  own  favorites  are:  Alcan  Alumin- 
ium (30),  Bethlehem  Steel  (28)  and 
St.  Regis  Paper  (38). 

2)  While  it  has  been  shocking  thai 
some  companies  have  been  able  to  slip 
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the  wool  over  the  eyes  of  even  the 
most  rehable  accounting  firms,  a  few 
cases  of  trickiness  or  of  shpshod  book- 
keeping should  not  convince  anybody 
that  the  overwhelming  majority  of 
stockholder  reports  are  not  reliable. 
With  stock  prices  as  depressed  as  they 
are,  the  values  of  the  assets  working 
for  a  shareholder  are  as  exciting  as 
they  have  been  since  the  1950s.  The 
railroads,  automobile  companies  and 
utilities  are  cases  in  point. 

3)  The  growth  stocks  will  continue 
to  grow;  IBM,  Xerox,  Minnesota  Min- 
ing, Eastman  Kodak  and  the  rest  have 
wonderful  businesses  and  nothing  is 
likely  to  stop  that.  These  stocks  are 
always  a  buy  at  some  price,  and  they 
have  one  very  special  attribute: 
They're  big  and  progressive  and  will 
probably  remain  the  favorites  of  large 
institutions.  There's  no  special  guide- 
line to  the  proper  P/E  multiple.  The 
adventurous  investor  should  just  buy 
them  when  he  thinks  the  market  is 
washed  out  enough.  In  some  cases, 
that  could  be  any  time  now. 

4)  Society's  needs  will  be  filled,  and 
it  will  take  a  whole  new  group  of 
companies  to  do  it.  It  takes  courage 
to  buy  the  emerging  growth  stocks. 
But  remember  this.  If  you  could  op- 
erate today  in  1949's  market  using 
hindsight,  you  wouldn't  buy  Big  Steel 
or  GM,  even  though  they  would  have 
yielded  good  profits.  You'd  have 
grabbed  IBM  and  Polaroid  because 
you  would  have  made  a  fortune  with 
them.  Looking  ahead  at  what  the 
world  will  need,  we  can  count  on 
pollution  control,  new  means  of  agri- 
culture, protection  against  theft,  new 
methods  of  producing  energy.  Stocks 
in  these  groups  need  a  lot  of  research, 
but  it's  worth  it  if  you  can  find  stocks 
that  you're  willing  to  count  on.  My 
favorites  would  be  Research-Cottrell 
(52),  International  Minerals  6-  Chem- 
ical (25)  and  Sun  OH  (50). 

Keep  ihe  Faith 

The  strong  rally  of  mid-July  shows 
that  stocks  can  still  go  up— as  well  as 
down.  Overall,  however,  the  market 
is  still  cheapr  Maybe  it  will  stay  cheap 
but  I  doubt'  it.  If  you  disagree  with 
me,  stay  away  from  the  stock  market. 
But  if  you're  like  me,  it's  only  a  ques- 
tion of  finding  stocks  that  you  can  be- 
lieve in.  In  spite  of  all  that  has  hap- 
pened to  cause  us  to  lose  faith,  there 
are  still  plenty  of  them  left.  The  tell- 
tale sign  is  that  managements  are 
buying  in  their  own  shares  at  prices 
that  are  often  substantially  below 
book  value.  With  so  many  bargains 
around,  it's  only  a  question  of  believ- 
ing that  the  future  will  not  be  terribly 
different  than  the  past  for  any  inves- 
tor to  get  a  feeling  of  exhilaration 
rather  than  unhappiness.   ■ 
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This  business  of  writing  about  the 
stock  market,  let  me  tell  you,  is  both 
fascinating  and  maddening.  Essential- 
ly, stock  market  analysts  (and  inves- 
tors, too)  are  always  looking  for 
cause-and-effect  relationships  and  try- 
ing to  figure  out  what  these  may 
mean  for  the  current  and  prospective 
trend  of  prices.  This  effort  to  make 
sense  often  runs  afoul  of  a  stock  mar- 
ket that's  not  always  rational  and  of 
causalities  which  are  often  spurious 
or  else,  if  not  fleeting,  sometimes  ter- 
ribly slow  to  work  out.  All  this  makes 
it  easy  to  be  right  for  the  wrong 
reason  or  wrong  for  the  right  reason, 
and  sometimes  right  at  the  wrong 
time  or  wrong  at  the  right  time. 

Take,  for  example,  this  column  for 
June  1.  I  was  encouraged  by  new 
signs  of  modest  growth  in  the  money 
supply  during  April  and  early  May, 
after  the  first  quarter's  zero  growth. 
I  reasoned  this  meant  the  Federal 
Reserve  had  not  been  trapped  into 
overkill  restraint,  and  that  the  stock 
market  should  be  headed  for  a  better 
climate  because  stock  prices  often 
tend  to  rise  along  with  the  money 
supply.  What  happened?  By  mid- 
June,  the  money  supply  was  growing 
at  a  downright  immodest  rate,  but 
stock  prices  were  unable  to  stage  a 
sustained  rally.  On  the  other  hand,  it 
became  pretty  clear  soon  thereafter 
that  the  overall  level  of  stock  prices 
did  stabilize  in  the  weeks  after  May 
21  (Dow  875),  as  the  June  1  column 
had  suggested  it  might. 

Next,  on  June  15,  I  pointed  out 
that  with  a  large  majority  of  stocks 
deeply  deflated,  this  vital  sector  of 
our  capital  market  was  in  line  for 
rescue  action  from  Washington,  pos- 
sibly via  liberalization  of  dividend- 
increase  restrictions.  Surprise!  Sur- 
prise! On  June  22,  the  Committee  on 
Interest  and  Dividends  eased  the  divi- 
dend guidelines.  Surprise  again:  The 
market  responded  by  staggering 
through  a  three-day  rally. 

On  June  29,  the  Federal  Reserve 
raised  the  discount  rate  to  the  highest 
level  in  some  50  years  and  boosted 
reserve  requirements  for  its  member 
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Making  A 
Different  Kind 
Of  Sense 


banks.  Commentators  had  a  field  day. 
The  Fed  was  at  last  getting  tough,  it 
was  headed  for  a  "crunch,"  the  storm 
was  gathering,  the  runaway  money 
supply  was  going  to  be  flattened,  the 
overheating  economy  would  get  a  cold 
shower.  The  prime  rate  quickly  went 
to  8.25%,  and  other  short-term  interest 
rates,  too,  zoomed  to  levels  well  above 
long-term  interest  rates— a  combina- 
tion that  usually  has  spelled  trouble 
for  stock  prices.  But  (would  you  be- 
lieve?) the  stock  market  refused  to 
collapse.  True,  it  sagged  during  In- 
dependence Day  week,  but  there  was 
no  punch  to  the  selling.  The  Dow 
barely  managed  to  register  a  new 
intraday  low  for  the  year,  and  the 
number  of  stocks  trading  at  new  1973 
lows  was  less  than  one-sixth  the  num- 
ber recorded  on  May  21. 

The  Pressure  Is  On 

Now  go  back  to  my  column  for 
May  15,  which  discussed  the  stock 
market  problem  posed  by  a  handful 
of  "upper  tier"  institutional  favorites, 
selling  at  exotic  prices  and  P/E  ratios, 
whUe  the  majority  "bottom  tier"  was 
wallowing  at  the  lowest  multiples 
seen  in  a  generation.  Since  then,  this 
problem  and  its  potentially  pernicious 
economic  and  even  social  implications 
have  gained  mounting  public  recogni- 
tion, and  there  was  recurrent  and  rel- 
atively severe  selling  pressure  against 
many  of  the  sacred-cow  stocks. 

But,  contrary  to  expectations  based 
on  the  experience  of  the  1966  and 
1970  final  bear-market  phases,  the 
pressure  failed  to  spread  to  the  bot- 
tom tier,  which  seemed  to  be  saying, 
"I'm  all  sold  out,  what  can  they  still 
do  to  me?" 

So,  plainly,  the  market  seemed  no 
longer  to  be  making  sense  in  terms  of 
some  of  the  cause-and-effect  rela- 
tionships investors  had  learned  to 
take  for  granted.  But  this  sort  of 
refusal  to  "make  sense"  has  often 
been  symptomatic  of  a  market  in 
process  of  changing  trend  direction. 

It  means,  in  effect,  that  investors 
have  begun  to  realize  they  overre- 
sponded  to  the  now-familiar  motiva- 
tions and  stimuli  in  this  instance,  that 
either  prices  had  fallen  farther  than 


could  be  justified  under  the  worst  of 
foreseeable  conditions,  or  that  condi- 
tions seemed  unlikely  to  deteriorate 
enough  to  justify  the  fall  in  prices. 
Put  differently,  die  market  was  look- 
ing at  a  new  set  of  premises— at  the 
doughnut,  not  at  the  hole. 

So,  investors  could  argue  that  the 
rise  in  interest  rates  had  largely  run  its 
course;  that  the  dollar,  already  ef- 
fectively devalued  by  over  30%  since 
late  1971,  was  imlikely  to  keep  fall- 
ing much  farther  in  foreign-exchange 
markets;  that  the  business  expansion 
and  inflation  were  bound  to  slow  ben- 
eficially, for  one  reason  or  another; 
that  Phase  4  had  to  be  an  improve- 
ment over  Freeze  2. 

Such  a  shift  of  viewpoint  usually 
does  not  take  place  imtil  the  stock 
market's  underlying  technical  condi- 
tion has  been  greatly  strengthened. 
Last  month,  the  fact  that  it  quite  ob- 
viously was  taking  place,  suggested 
that  the  buildup  of  technical  strength 
I  wrote  about  in  the  July  15  issue  had 
taken  hold  and  was  working  actively 
in  favor  of  at  least  a  new  intermedi- 
ate uptrend.  Looking  back,  it  seemed 
clear  that,  as  noted  above,  the  mar- 
ket at  large  had  succeeded  in  stabiliz- 
ing since  late  May;  moreover,  at  press 
time,  it  seemed  clearer  daily  that  the 
market  was  performing  better  in 
breadth  than  in  the  averages.  The 
daily  NYSE  Advance-Decline  Index,  a 
measure  of  majority  trend  direction, 
had  staged  a  reasonably  convincing 
upside  "breakout"  through  a  down- 
trend line  under  which  it  had  been 
receding  stubbornly  since  early  Jan- 
uary. This  breakout  occurred  with 
over  72%  of  all  NYSE  issues  register- 
ing gains  in  a  single  trading  session, 
the  greatest  such  strength  in  breadth 
since  Nov.  29,  1971,  when  the  big 
post-Smithsonian  advance  was  just 
getting  under  way.  Such  stampede- 
like rallies  have  more  than  once 
initiated  respectable  and  fairly  well- 
sustained  intermediate  uptrends. 

The  Resitfance  Zone 

As  I  see  it,  all  this  translates  into  Or 
reasonable  prospect  for  the  Dow  Jones 
industrials  to  stage  a  significant  re- 
covery—say, a  technically  normal  50% 
retracement  of  its  200-odd  point  drop 
since  January  (1068-864).  That 
would  mean  a  potential  rise  to  about 
960-970,  a  zone  where  rallies  repeat- 
edly ran  into  "resistance"  last  spring. 
Many  people  would  probably  then  ex- 
pect another  severe  downtrend  phiLso, 
perhaps  to  new  lows.  My  own  view, 
at  this  time,  is  that  the  risk  of  new 
DJI  lows  is  not  very  great,  nor  nee 
essarily  very  relevant,  as  long  as  a  ma- 
jority of  common  stocks,  which  have 
fallen  so  much  more  than  the  Dou. 
can  outperform  the  average.  ■ 
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(Continued  from  page  10) 

tempting  to  give  back  to  their  mem- 
bers that  part  of  the  retail  price  that 
the  merchant  normally  pays  to  the 
credit  card  company.  So  far,  there  are 
2,500  participating  merchants,  in- 
cluding hotel,  motel  and  car  rental 
chains,  with  each  deciding  what  dis- 
count (the  average  is  10%)  to  give  the 
Equity  Card  customer.  The  catch: 
The  Equity  Card  costs  $15— in  cash. 

Ganging  Up  on  Fraud 

It's  getting  harder  and  harder  to 
hoodwink  consumers.  Now  the  De- 
partment of  Justice  has  partially  fund- 
ed a  pilot  program  in  15  cities  around 
the  country  to  coordinate  efforts 
against  "economic  crime"  on  the  lo- 
cal level.  The  Battelle  Memorial  Insti- 
tute, a  large  research  organization, 
will  chronicle  the  program  and  dis- 
tribute manuals  based  on  the  experi- 
ence that  will  provide  directions  for 
dealing  with  particular  types  of  fraud- 
ulent schemes  and  other  consumer 
complaints.  There  will  also  be  a  pool 
of  experts,  a  coordinating  office  with- 
in the  National  District  Attorneys  As- 
.  sociation  and  financial  and  manpow- 
er aid  for  local  DAs. 

It's  Nice  To  Fool  Mother  Nature 

That  is,  according  to  Rorer-Achem, 
which  has  come  up  with  a  unique 
agricultural  compound  called  Etherel 
that  regulates  plant  growth.  When 
applied  to  a  plant,  it  triggers  the  re- 
lease of  ethylene,  a  natural  element 
in  plants  that  holds  the  key  to  their 
ripening.  The  grower  can  schedule  his 
crops  so  that  they  ripen  at  the  same 
time  (this  means  once-over  harvest- 
ing) or  rush  them  to  ripen  early  to 
avoid  insects,  disease  and  weather. 
For  a  change,  this  could  mean  good 
news  in  the  grocery:  better  quality 
food  in  greater  supply. 

Going  Homd 

Five  years  ago  new  owners  of  Bub- 
ble Up  Corp.  moved  the  company's 
headquarters  from  Peoria  to  Beverly 
Hills  and  embarked  on  an  ambitious 
expansion  program  to  challenge  7- 
Up's  lead.  Today,  the  company's  for- 
mer president  and  executive  vice  pres- 
ident have  be'en  convicted  of  stock 
fraud,  and  Bubble  Up  is  back  in  Il- 
linois. Illinois  Central  Industries,  par- 
ent company  of  the  railroad,  bought 
bankrupt  Bubble  Up  and  has  relocat- 
I  ed  it  in  Chicago,  the  home  of  another 
j  IC  soft  drink  subsidiary.  Dad's  Old 
fashioned  Root  Beer.  ■ 


With  hundreds  of  Funds  to  choose  from,  why 
should  you  buy  without  impartial  advice? 

United  Mutual  Fund  Selector 

covers 

389  Mutual  Funds 

Not  only  statistical  comparisons,  but . . . 
appraisal  off  risk,  specific  analysis  and 
unbiased  advice  on  which  Funds  United 
recommends  to  buy 

Send  today  for  United's  current  Report  on  389 
Mutual  Funds,  including  3  Funds  to  buy.  Plus 
a  complete  copy  of  our  next  issue  containing 
United's  Supervised  List  of  23  Funds. 


PLUS  THIS  BONUS  REPORT 


Bond  Funds 


Weighing  the  7%  yield  being  offered,  plus  a  small  capital  gains  kicker, 
against  the  risk  involved,  we  feel  Bond  Funds  should  be  attractive  now  to 
conservative  investors. 


This  entire  package  only  $2 
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today 

CITY  
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Tenneco  Inc. 


HOUSTON.  TEXAS 


1973 

is  our  27th 

consecutive 

year  of  cash 

dividend  payments 


A  quarterly  dividend  of  34C  per  share  on  the 
Common  Stock  will  be  paid  September  11, 
1973,  to  stockholders  of  record  on  August  17, 
1973.  More  than  230,000  stockholders  will 
share  in  our  earnings. 

M.  H.  COVEY,  Secretary 


"Building  Businesses  Is  Our  Business" 

Natural  Gas  Pipelines  •  Oil  •  Automotive  Parts 

Shipbuilding  •  Construction  &  Farm  Equipment  •  Chemicals 

Packaging  •  Agriculture  &  Land  Development 
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DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  July  12,  1973, 
declared  dividends  totaling 
$1  a  share  on  the  Com- 
pany's outstanding  stock, 
consisting  of  a  dividend  for 
the  third  quarter  of  80  cents 
a  share  and  an  extra  divi- 
dend of  20  cents  a  share. 
The  dividends  are  payable 
September  1 ,  1973,  to  stock- 
holders of  record  at  the 
close  of  business  on  July 
30, 1973. 


The  American  Road 
Dearborn,  Michigan  48121 


THE  DIAMOND  OF  HER  DREAMS 
at  investment  prices 


Bay  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  catters. 
Pay  only  actnal  market  price.  We  refund 
all  monies  unless  yoor  own  appraisal 
shows  valae  ^^  to  ^^  higher. 

OVER  S.OOO  STYLES  $100.  to  $100,000 
Send  for  FREE  92-paRe  Catalog! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66»h  fl. 
Empira  Slate  BIdg.,  New  Yoifc,  N.Y.  10001 

Name 

Address Zip 


Readers  Say 


Your  Fair  Share 
Shows  You  Care 

THE    V 
UNITED  WAY 


2"x2"xV4" 


YOUR  LOQO  ON 

POLISHED  MARBLE 
PAPERWEIGHTS 

100  Minimum  $166.  total  cost.  Your 
logo  etched  In  up  to  5  matched  col- 
ors. Spread  good  will  at  minimum 
cost.  Free  sample  papenwelght  and 
literature  Letterhead  requests  only. 
PAPERWEIGHTS,  INC. 
Dept.  IK,  307EiittlisrtRoai 
Creat  Neck,  N.Y.  11023  (516)  466-4488 


(Continued  from  page  10) 

differences  between  Greyhound  Com- 
puter and  Boothe  Computer.  Our  net 
worth  and  minority  interest  is  $58.6 
million,  Boothe's  $2  million,  at  year- 
end  1972.  Long-term  debts:  Grey-  , 
hound  Computer,  $51  miUion;  Boothe, 
$123.8  milHon.  GC  took  its  cash  flow 
to  pay  off  its  bank  lines.  Presently  the 
banks  in  oxir  computer  leasing  line  are 
owed  $20  million  and  this  should  be 
repaid  within  a  year.  In  contrast, 
Boothe  vised  a  considerable  amount 
of  its  cash  flow  to  diversify  into  proj- 
ects which  ultimately  proved  unsuc- 
cessful. Forecasts  of  futvire  results 
which  form  the  basis  for  the  auditor's 
evaluation  must  take  into  account  ex- 
penses as  well  as  revenues,  and  in 
computer  leasing  business,  interest  ex- 
pense is  one  of  the  most  significant 
factors.  GC  had  interest  expenses  of 
$4.1  million,  Boothe,  $9.9  million.  In 
contrast  to  Boothe,  all  of  GC's  non- 
leasing  operations  are  profitable  and 
promise  to  continue  to  be.  Our  leas- 
ing operations  are  also  profitable,  in 
contrast  to  Boothe  Computer's,  which 
we  understand  are  already  in  a  loss 
position.  Finally,  you  compared 
Boothe's  percentage  of  off-lease  equip- 
ment, 5.3%,  with  GC's  11.3%.  But  of 
that  11.3%,  6.6%  was  committed  to 
new  lessees  and  only  4.7%  was  in  the 
same  category  as  Boothe's.  I  assume 
you  have  noted  that  we  are  about  to 
make  a  tender  offer  to  increase  our 
equity  in  GC  which  is  an  indication 
of  our  confidence  in  the  company. 

—Gerald  H.  Trautman 

Chairman  and  CEO, 

The  Greyhound  Corp. 

Phoenix,  Ariz. 

Loss  Even  Bigger 

Sir:  In  Fact  &  Comment  (June  1), 
you  remind  us  that  you  pointed  out 
six  months  ago  that  A&P  was  on  a 
money-losing  track  with  its  WEO 
plan.  A&P  had  a  $51 -million  loss 
after  a  tax  credit  of  $54  million,  so 
that  its  operating  loss  was  $105  mil- 
lion instead  of  $51  million. 

— J.D.  Sullivan 
Long  Island  City,  N.Y. 

Invest  When  You  Can 

Sir:  Re  your  article  on  dollar  cost 
averaging  (July  1).  For  most  private 
investors,  who  buy  as  they  acquire  the 
means  to  do  so,  the  only  alternative 
to  dollar  cost  averaging  is  to  delay 
major  commitments  until  necessary 
funds  are  accumulated.  The  alterna- 
tive used  in  the  article— that  of  ran- 
dom investment  at  some  time  during 


a  given  period  of  the  full  amount  that 
would  otherwise  be  invested  by  DCA 
during  that  period— simply  is  not  avail- 
able to  most  investors. 

—Richard  M.  Ritter 
Brookings,  S.D. 

Some  Failure 

Sir:  Your  Vesco  article  states  that 
Vesco  said  to  me,  "Bill,  you  failed 
to  perform,  now  get  out  of  the  way." 
At  the  time,  it  was  Vesco  who  had 
not  performed.  Seven  of  nine  Inter- 
national Control  divisions  were  losing 
money.  On  the  other  hand,  I  had 
built  a  business  (formerly  Electronic 
Specialty  Co. )  from  six  employees  and 
one  product  to  sales  of  $67  miUion. 

—William  H.  Burgess 

Former  CEO,  Electronic  Specialty  Co. 

Pasadena,  Calif. 

Reason  Why 

Sir:  In  your  article  on  Anglo  Amer- 
ican (June  15),  we  were  somewhat 
disturbed  by  your  statement  that 
"Less  promising  is  Amax'  $100-mil- 
lion  Pikwe-Silebe  nickel-copper  proj- 
ect in  Botswana  in  which  Anglo  has 
a  30%  interest,  but  costs  have  aheady 
outrun  their  original  estimates  by 
70%."  In  1967  there  had  been  some 
preliminary  cost  estimates  for  the 
project  on  the  order  of  $100  million, 
but  between  1967  and  1972,  when 
the  project  was  finalized,  consider- 
able changes  occurred  in  the  scope 
of  the  mining  plans  and  design  of  the 
surface  facihties.  Since  the  spring  of 
1972,  a  decision  has  been  made  to 
develop  an  open  pit  at  the  mine  in 
addition  to  the  underground  facili- 
ties. As  a  result  of  such  changes  and 
continued  worldwide  inflation  and 
currency  problems,  costs  are  now  esti- 
mated at  $170  miUion. 

—J.  Dexter  Walcott 

Vice  President, 

American  Metal  Climax,  Inc. 

New  York,  N.Y. 

Open  Mind 

Sir:  I  have  always  regarded  open- 
mindedness  ("Is  Open-Mindedness  a 
Virtue?"  May  1)  as  the  ability  to  se'v 
another's  point  of  view  in  spite  oi 
one's  own  opinions  on  an  issue.  Or  i.s 
your  mind  closed  on  this  subject? 

—Edward  W.  Hahn 
New  York,  N.Y. 

Money  Saver 

Sir:  You  have  not  received  enougli 
credit  for  spearheading  the  expos^  ol 
the  commodity  option  game  and  es 
pecially  Goldstein,  Samuelson.  Your 
information  saved  our  chib  man> 
thousands  of  dollars. 

— G.M.  Anderson 

The  Right  Angle  Clul) 

Honolulu,  Hawaii 
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A  Royal  Treat 
Awaits  You 


At  long  last,  the  definitive  catalog 
of  the  Forbes  Magazine  Collection 
of  Faberge. 

Called  a  "feast  for  the  eye"  by 
Newsweek  Magazine  when  review- 
ingthe  recently  held-overexhibition 
at  the  New  York  Cultural  Center, 
Forbes'  collection  of  the  bejewelled 
masterpieces  by  Peter  Carl  Faberge 
are  stunningly  presented  in  the  hard 
and  soft-cover  editions  of  this  ex- 
quisite catalog. 

Richly  illustrated  with  32  full-color 
and  10  black  and  white  photo- 
graphs, the  116-page  meticulously 
compiled  catalog  has  its  foreword 
by  Malcolm  Forbes  and  text  by  Her- 
mione  Waterfield,  a  director  of  the 
distinguished  international  firm  of 
Christie,  Manson  and  Woods.  Ms. 
Waterfield  provides  complete  de- 
scription and  history  of  all  these 
famous  art  treasures,  including 
each  of  the  fabulous  Imperial  Easter 
Eggs  in  the  Forbes  Magazine  Col- 
lection. 

At  ten  dollars  for  the  deluxe  hard- 
cover edition,  and  six  dollars  in  soft- 
cover,  the  catalog  is  sure  to  be  a 
gift  appreciated  by  friends  or  fam- 
ily as  well  as  an  important  addition 
to  your  own  library  of  art. 

Checks  or  money  orders  should  ac- 
company all  orders.  A  coupon  is 
provided  below  fc  your  conven- 
ience in  ordering: 


FORBES'  Fabergi  Collection  g  1.73 

60  Fifth  Avenue 
New  York,  N.Y.  10011 

Please  ship  postpaid  the  following  catalog(s) 
for  which  payment  in  full  (check  or  money 
order)  is  enclosed: 

soft-cover  editions  @  $6.00  each 

hard-cover  editions  @  $10.00  each 

Total  amount  enclosed 

Name 

(Please  print  clearly) 
Address 

City State Zip 

(N.Y.  residents  add  appropriate  tax) 
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Thoughts . . .  Business  of  Life 


Temper,  if  ungoverned, 
governs  the  whole  man. 
Anthony  Shaftesbury 


Problems  always  appear  big 
when  incompetent  men  are  working 
on  them. 
William  Feather 


He  is  a  fool  who  cannot  be  angry; 
but  he  is  a  wise  man  who  will  not. 
'English  Proverb 


He  who  gains  a  victory  over  other 

men  is  strong; 

but  he  who  gains  a  victory  over 

himself  is  all  powerful. 

Lao-Tse 


Inconsistency  with  ourselves  is  the 
great  weakness  of  human  nature. 
Joseph  Addison 


A  tart  temper  never  mellows 
with  age;  and  a  sharp  tongue 
is  the  only  edged  tool 
that  grows  keener 
with  constant  use. 
Washington  Irving 


Some  people  speak  twice 
before  they  think. 
Arnold  Glasow 


None  are  more  liable  to  mistakes 
than  those  who  act  only  on 
second  thoughts. 
Luc  DE  Vauvenargues 


Put  a  grain  of  boldness 
in  everything  you  do. 
Baltasar  Gracian 


I  would  define  true  courage 
to  be  a  perfect  sensibility  of  the 
measure  of  danger,  and 
a  mental  willingness  to  endure  it. 
William  Tecumseh  Sherman 


Men   are   more   ready   to   ofiFend   one 
who  desires  to  be  beloved 
than  one  who  wishes  to  be  feared. 
NiccoLO  Machiavelli 


Admiration  is  one  of  the 
most  bewitching,  enthusiastic 
passions  of  the  mind; 
and  every  common  moralist  knows 
that  it  arises  from  novelty 
and  surprise,  the  inseparable 
attendants  of  imposture. 
William  Warburton 


I  play  it  cool,  and  dig  all  jive, 
and  that's  the  reason  I  stay  alive. 
Langston  Hughes 


The  man  who  is  bigger  than  his  job 
keeps  cool.  He  doesn't  lose  his  head, 
he  refuses  to  become  rattled, 
to  fly  off  in  a  temper.  The  man 
who  would  control  others 
must  be  able  to  control  himself. 
There  is  something  admirable, 
something  inspiring,  something 
soul-stirring  about  a  man 
who  displays  coolness  and  courage 
under  extremely  trying  circumstances. 
B.C.  Forbes 


A  man  without  self-restraint 
is  like  a  barrel  without  hoops, 
and  tumbles  to  pieces. 
Henry  Ward  Beecher 


Courage  is  the  knowledge  of  how 
to  fear  what  ought  to  be  feared, 
and  how  not  to  fear 
what  ought  not  to  be  feared. 
David  Ben-Gurion 


Circumstances  form  the  character; 
but  like  petrifying  waters, 
they  harden  while  they  form. 
Letitia  Landon 


He  surely  is  most  in  need 
of  another's  patience, 
who  has  none  of  his  own. 
John  Lavater 


All  men  command  patience, 
although  few  be  willing  to 
practice  it. 
Thomas  a  Kempis 


Patience  is  bitter, 
but  its  fruits  are  sweet. 
Jean-Jacques  Rousseau 


Endurance  is  the  crowning  quality, 

and  patience  all  the  passion 

of  great  hearts. 

James  Russell  Lowell 


Clear  therefore  thy  head,  and  rally, 
and  manage  thy  thoughts  rightly, 
and  thou  wilt  save  time,  and  see 
and  do  thy  business  well; 
for  thy  judgment  will  be  distinct, 
thy  mind  free,  and  the  faculties 
strong  and  regular. 
William  Penn 


A  Text  .  . 


Sent  in  by  C.W.  Whalen,  Dubuque,  Iowa. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of  texts 
used. 


For  in  many  things  we  offend  all.  If 
any    man    offend    not    in    word,    the 
same  is  a  perfect  man,  and  able  also 
to  bridle  the  whole  body. 
James  3:2 
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Mutual  Funds  1973 


Is  there 
a  silver  lining  anywhere  ? 


811    end    3I'V0M-Ir 
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The  helpful  bank  is  part  of  the  local 
scene  in  over  30  lands. 


Prosit!  And  yet  another  good 
German  beer  festival  is  underway.  It's  a 
wonderful  way  to  cap  a  day  of  good 
business  with  good  times  and 
good  cheer.  And  we  can  help  bring  your  business  to  this 
happy  conclusion.  Through  our  representative  office 
in  Frankfurt,  we've  learned  what  it  takes  to  do  business 
quickly  and  efficiently  in  Germany.  On  top  of  this, 
we  can  use  the  Royal's  world-wide  banking  network 


to  help  pull  together  all  the  elements  that  go  to  make 
a  deal  in  today's  international  business  world. 
So,  if  you  have  business  in  Germany,  or  anywhere  in 
Europe,  just  call  us.  See  how  helpful  we  can  be. 

THE  ROYAL  BANK  OF  CANADA 

New  York  Agency,  68  William  St ,  NY  10005 

San  Francisco  Agency,  560  California  St .  Cal   94104. 

Representative  offices  in  Chicago,  Dallas,  Los  Angeles. 

Head  Office,  Place  Ville  Mane.  Montreal 

Toronto,  20  King  Street  West 

Over  1400  offices  in  Canada  and  around  tfie  world 


Argentina  •  Australia  •  Bahamas  •  Celgium  •  Brazil  •  British  Honduras  •  Cayman  •  Colombia  •  Dominican  Republic  •  Eastern  Caribbean  •  France  •  French  West  Indies 
Germany  •  Great  Britain  •  Guyana  •  Haiti  •  Hong  Kong  •  Jamaica  •  Japan  •  Lebanon  •  Puerto  Rico  •  Trinidad  &  Tobago  ■  United  States  •  Venezuela  •  Virgin  Islands 


"Back  in  business  three  months 
ahead  of  schedule.." 


BURLINGAME 


J.  M.  MERGEN,  PRESIDENT  •  PIPER  AIRCRAFT  CORP-AUG  1  3  1973 


Left:  Thomas  W.  Gillespie,  Senior  Vice  President,  and  J.  M.  Mergen,  President.  Piper  Aircraft  Corp..  a  Bangor  Punta  Co.,  Lock  Haven.  Pa. 


"That's  what  Dale  Carnegie  Management 
training  helped  us  accomplish  after  the 
Hurricane  Agnes  disaster." 


'he  June,  1972,  closing  ceremonies  for  the  23  Piper  Air- 
craft executives  who  had  just  completed  the  Dale 
Carnegie  Management  Seminar  were  cut  short  by  the 

udden   onslaught   of  Hurricane   Agnes.    Millions   of 

.ollars  worth  of  damages  resulted  from  the  floods. 
"Most  people  thought  we  wouldn't  be  back  in  busi- 

less  untik  December,"  recalls  Mr.  Mergen,  President. 

•But  we  rolled  out  and  delivered  new  airplanes  in 
September.  This  was  due  in  large  part  to  the  high  degree 

<f  teamwork,  motivation  and  personal  involvement  gen- 
..rated  by  the  Dale  Carnegie  Management  training. 

"The  Seminar  set  in  motion  greater  cooperation  be- 
.vveen  divisions  and  departments.  Better  planning, 
smoother  teamwork  and  more  productive  management 
are  the  results." 

Tom  Gillespie,  Senior  Vice  President,  Marketing  and 
Sales,  agrees.  "Improved  performance  by  managers 
and  employees  throughout  the  company  is  only 

>ne  of  the  payoffs  of  the  Seminar.  Using  its  princi- 


ples as  a  basic  guide,  we  have  set  our  plans  for  the  coming 
year  and  established  follow-up  procedures  to  assure 
the  success  of  our  company  objectives." 

Through  the  Dale  Carnegie  Management  Seminar, 
executives  and  managers  become  results-oriented.  And 
they  know  how  to  obtain  these  results  by  their  manage- 
ment of  people.  The  benefits  of  this  unique  training 
contributes  to  the  entire  company  as  well  as  the  indi- 
vidual manager. 
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Free  Booklet:  The  Dale  Carnegie/ 
Piper  Aircraft  Story.  Twelve  Piper 
Aircraft  executives  explain  in  detail 
how  the  Dale  Carnegie  Management 
Seminar  helped  their  company  cope 
with  the  devastation  caused  by  Hurri- 
cane Agnes,  and  establish  a  perma- 
nent pattern  for  higher  productivity  and  profit.  Perhaps  your 
company  can  benefit  from  this  training.  Write  today  for  free  booklet. 

DALE  CARNEGIE 
:  MANAGEMENT  SEMINAR 

SUITE  183F0.1475  FRANKLIN  AVE  .  GARDEN  CITY.  NY.  11530 
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Whafs  better 
them  an  ounce  of 
prevention? 

Well,  on  the  job  it  can  be  several 
ounces  or  even  a  pound  or  two.  In  such 
accident-prevention  equipment  as  hard 
hats,  safety  glasses,  hearing  protectors 
and  respirators. 

Textron's  Welsh  Division  is  an        . 
important  supplier  of  safety  equipment     f 
to  America's  workers  and  employers. 
And  because  of  the  growing  concern  about  personal  safety — 
especially  since  the  Occupational  Safety  and  Health  Act  of  1970— 
Welsh  has  responded  to  ihe  growing  demand  with  innovative 
safety  equipment. 

As  the  market  for  occupational  safety  aids  grows,  so  grows 
the  market  in  home-safety  products.  As  the  total  concern  for  safety 
grows,  so  our  Welsh  Division  grows. 

Textron  provides  all  of  its  35  Divisions  with  financing  and 
helps  with  forward  planning  in  a  variety  of  markets— consumer, 
aerospace,  industrial,  metal  product  and  creative  capital. 

Textron. 

The  heaMty  coiMbinarion. 


textron  Providence.  Rhode  Island  02903 
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February  ^  1973:  The  airb^-in  its  first 
non^test  situation-works  perfectly  and 
prevents  itgury  in  a  Los  Angeles 
freeway  crash. 


Automatically  inflates      . . .  and  deflates,  n 
.  , .  cushions  . .  .  less  than  half  a  s« 

Photos  from  Phoenix  air  bag  tosts  by 
Dynamic  Science  LaboratoricB,  1972. 


ir  bag  is  designed  to  inflate  automatically, 
nly  in  a  frontal  crash  serious  enough  to 
injury.  A  special  sensing  device,  using 
•age  technology,  keeps  air  bag  from  inflating 
mtally.  Little  bumps,  rough  roads,  panic 
don't  inflate  the  air  bag. 
te  is  convinced  that  a  passive  restraint 

like  the  air  bag  can  save  lives,  help  prevent 
iring  injuries,  and  can  help  hold  down  the 
f  your  auto  insurance, 
film  and  brochure  about  air  bags  for  your 
)r  organization,  write: 

Safety  Director 

Allstate  Insurance  Company 

Northbrook,  IlUnois  60062 


*1  noticed  a  smudge 
on  my  glasses,  but 
my  glasses 
didn't  even 
come  off/! 

Howard  K.  Shapar, 
of  Chevy  Chase,  Maryland, 
was  a  front-seat  passenger 
in  a  U.S.  Government 
air  bag-equipped  car — 
one  of  hundreds  being 
used  in  on-road  testing 
of  air  bags. 

Mr.  Shapar  was  interviewed  latel 

by  Ed  Reimers  for  Allstate. 

Following  is  a  condensation  of  that  interview! 

Q.  Any  injuries,  Howard? 

A.  No,  I  seem  to  be  all  right,  Ed. 

Q.  Did  you  see  the  accident  coming  and  get  a  chance 

to  brace  yourself? 
A.  Well,  I  wasn't  the  driver,  and  I  wasn't  looking  at 

the  road  . . .  and  I  really  wasn't  braced  for  the 

accident  at  all. 

Q.   Were  you  aware  of  the  fact  that  the  car  you  were  riding 

in  was  equipped  with  an  air  bag  passive  restraint  system? 
A.   No,  I  wasn't. 

Q.  Did  you  hear  the  air  bag  go  off? 
A.  No,  I  didn't. 

Q.   What  did  you  hear  during  the  crash? 
A.  Just  the  sounds  that  one  would  ordinarily  associate 
with  a  severe  crash  between  two  automobiles. 

Q.   Were  you  wearing  a  lap  belt? 
A.   I  was  wearing  a  lap  belt,  yes. 

Q.   Was  there  any  smothering  effect  when  the  air 

bag  deployed? 
A.   No,  there  was  no  smothering  effect.  Fact,  I  couldn't 

detect  any  effects  directly  associated  with  the  air  bag. 

Q.  Do  you  have  any  idea  of  what  would  have  happened 

to  you  if  you  hadn't  had  the  air  bag? 
A.   I  think  I  would  have  gone  into  the  windshield — 

Q.   Was  there  any  after  effect  you  noticed  from  the  air 

bag  deployment? 
A.  The  only  after  effect  I  noticed  was  a  smudge  on  the 

outside  of  my  glasses,  but  my  glasses  dir'n't  even 

come  off. 
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The  next  time  your  supplier  makes  you  a  promise, 
Emery  will  make  sure  he  keeps  it. 


Thanks  to  Emery's  Air  Procurement  Service,  we 
make  it  alrnost  impossible  for  your  supplier  to  forget  your 
order.  Or  the  date  he  promised  to  have  it  ready. 

You  see,  we  call  him  to  find  out  just  when  he'll  be 
ready  with  your  order. 

A  lot  of  times,  this  call  is  just  the  push  he  needs. 
And  your  order  gets  out  even  earlier. 

If  that  happens,  you'll  get  it  just  as  early. 

That's  because  we  ship  every  hour.  Day  or  night. 
On  every  scheduled  domestic  plane  that  carries  freight. 
That  means  your  shipment  will  go  on  the  plane  that'll 
get  it  to  you  the  fastest. 

And  if  we  hear  that  your  shipment  is  going  to  be 
late,  we'll  make  sure  you  hear  about  it  before  it's  too  late. 

And  last  but  not  least.  Safety. 


Our  Emcon  computer  system  for  tracking  shipments 
can  tell  you,  in  10  seconds  flat,  exactly  where  your 
shipment  is.  From  the  time  we  pick  it  up  to  the  time  we 
deliver  it.  Nobody— repeat,  nobody— else  in  the  freight 
business  has  anything  like  it. 

So,  the  next  time  your  supplier  makes  you  a  promise, 
Air  Procurement  Service  (APS)  will  make  sure  he  sticks! 

And  that's  a  promise. 

If  Emery  sounds  like  the  air  freight  company  you 
should  be  doing  business  with,  why  not  call  the  Emery 
office  nearest  you.  There  are  74  of  them  in  North 
America  (all  open  24  hours  a  day,  7  days  a  week) 
and  28  more  all  around  the  world. 

We're  listed  in  the  Yellow  and  White  pages  of  your 
phone  book. 


EMERY'AIR  F^REiGHT 

We're  the  best  because  we're  the  fastest  and  the  safest. 
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Which  lUutual  Fund? 

Forbes'  mutual  fund  ratings  are,  of  necessity,  based  on  past  performance; 
no  one  has  yet  found  a  way  to  measure  future  performance.  But  this  we 
do  know:  Good  performance  is  not  a  random  thing.  We  have  done  enough 
arithmetic  to  be  convinced  that  Forbes'  ratings  are  a  pretty  good  guide  to 
future  performance  as  well  as  a  measure  of  past  performance. 

We  rate  funds  on  two  scores:  performance  in  a  series  of  three  rising 
stock  markets;  and  performance  in  a  series  of  three  falling  stock  markets. 
So  each  fund  gets  two  grades,  one  for  up  markets,  one  for  down  markets. 
Our  1972  survey  came  out  when  the  market  was  rising.  In  it,  we  pointed 
out  that  about  two-thirds  of  the  funds  that  had  earned  an  A  or  an  A -f- 
for  up  markets  had  again  succeeded  in  outperforming  the  Standard  & 
Poor's  500  stock  average;  among  the  lower  rated  funds  only  about  one-third 
outperformed  the  market. 

This  year  we  asked  the  same  question  in  a  form  more  appropriate  to 
1973's  sickish  stock  market:  Did  the  funds  with  the  best  defensive  ratings 
make  the  best  defensive  showing?  The  answer,  again,  was  yes.  Of  the  20 
stock  funds  that  ranked  A  for  defensive  markets,  about  half  outperformed 
the  S&P  500  this  year.  And  this  was  a  very  tough  year  for  the  funds:  of 
the  181  non-A  funds,  barely  one  in  nine  outperformed  the  average. 

Okay.  We've  said  how  good  our  survey  is  in  helping  you  pick  funds  for 
bull  markets  and  funds  for  bear  markets.  But  the  fact  is  that  funds  that 
win  an  A  in  bull  markets  tend  to  do  poorly  in  bear  markets— and  vice 
versa.  This  is  not  surprising,  but  it  does  create  a  problem  for  those  who 
know  they  can't  predict  the  market.  Our  advice  to  the  confused  shopper 
is:  Pick  a  fund  that  scores  reasonably  well  in  both  up  and  down  markets. 
On  page  68,  we  have  compiled  a  small,  select  list  of  such  funds,  both 
open-ended  and  closed-ended. 


When  Forbes'  aging  president  turns 
54  a  couple  of  days  from  now,  he 
can  enjoy  three  of  four  recent  awards. 
Scottish  Americans  invited  him  to 
review  nine  massed  bagpipe  bands 
(his  four  sons  can  also  play  the  pipes), 
then  presented  him  with  a  handsome 
plaque  featuring  the  Forbes'  family 
crest  and  motto  and  branding  him  as 
one  "Who  typifies  the  leadership  and 
contributions  of  Americans  of  Scottish 
ancestry  to  the  growth  and  substance 
of  the  United  States  of  America." 

The  Watchvmg  Council  of  the  Boy 
Scouts  of  America  presented  Forbes 
with  seven  merit  badges  and  its  Dis- 
tinguished Citizen  Award  "In  recog- 
nition of  his  outstanding  contributions 
to  business  development,  economic  and 
cultural  betterment,  journalistic  excel- 
lence, and  governmental  service  to  New  Jersey  and  the  nation,  and  his  il- 
lustrious efforts  for  Boy  Scouting  and  youth." 

The  third  birthday  present,  a  handsome,  inscribed  wall  barometer,  he 
won  by  finishing  second  in  the  Forbes  balloon,  Roberta,  at  the  Toronto 
Great  Export  A  Balloon  Race. 

His  fourth  "accolade"  offset  any  ego  trip  the  others  might  have  sparked. 
It  came  from  those  who  will  be  managing  New  Jersey  Congressman  Charles 
Sandman's  campaign  as  the  Republican  nominee  for  Governor  this  fall. 
They  observed  at  the  first  press  conference  after  Mr.  Sandman's  nomina- 
tion that  they  "would  avoid  following  the  example  of  Malcolm  Forbes,  the 
GOP  gubernatorial  nominee  in  1957."  Forbes  was  nosed  out  by  a  landslide 
in  the  general  election. 

As  he  turns  54,  Malcolm  Forbes  is  at  least  one  year  older— if  not  any  wiser.  ■ 
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There's  another  side  to  the  Rock. 


If  you're  interested  in  long-ternn 
growth  for  your  money.  Prudential 
offers  you  a  Systematic  Investment 
Plan  to  accumulate  money  during 
your  working  years,  and  a  Variable 
Annuity  for  a  lifetime  income 
during  your  retirement  years. 

Your  investment  will  reflect 
the  performance  of  the  common 
stocks  in  Prudential's  Gibraltar 
Fund,  the  underlying  investment 
medium  for  your  Plan.  And  the 
risk  of  investing  will  be  spread 
because  Prudential's  full-time 
professional  staff  selects  many 


different  stocks  in  a  variety  of 
industries. 

Prudential's  Common  Stock 
Investment  and  Retirement  Plan 
is  available  exclusively  through 
Prudential's  registered  repre- 
sentatives. For  information, 
including  free  prospectuses,  call 
or  write  your  local  Prudential  office. 

Just  ask  about  the  other  side 
of  the  Rock. 

Pmdential 

Financial  Security  Program 


We  think 

a  great  jetliner  should  also 

be  a  good  nei^bor. 


Airlines  the  world  over  are 
now  flying  a  roomy  new 
jetliner  that's  as  well- 
received  by  the  airport 
communities  it  serves  as  it 
is  by  the  passengers  who 
fly  it.  It's  our  quiet  new 
McDonnell  Douglas  DC-10. 
The  "good  neighbor"  jet. 

Outside,  the  DC-lO's 
powerful' fanjet  engines 
come  to  life  with  just  a  hum, 
and  stay  quiet  from  takeoff 
to  landing.  And  coming  or 
going,  there's  no  telltale 
smoke.  None. 

Inside,  aah,  there's  a  new 


kind  of  quiet.  Delightfully 
relaxing.  Seats  are  extra 
wide,  windows  are 
panoramic  size.  And, 
wherever  you  sit  or  stroll  in 
a  DC-10,  you  can  converse  at 
normal  voice  levels. 
It's  that  quiet. 

The  new  DC-10  is  a 
beautiful  example  of  how 
we  quietly  apply  advanced 
technology  to  human  needs. 
We're  doing  it  in  other 
fields,  too.  With 
computerized  hospital 
patient  care  systems.  In 
space  systems.  Even  to  an 
imaginative  solution  to  the 


problem  of  supporting 
structures  on  Arctic 
permafrost. 

McDonnell  Douglas 
constantly  searches  for  — 
and  finds  — better  ways  to 
serve  mankind  through 
careful  management  of  our 
human  and  economic 
investments  in  technology. 
To  learn  more  about  how 
this  sets  us  apart  from  other 
aerospace  companies,  write: 
Box  14526,  St.  Louis,  Mo. 
63178.  We'll  send  you  our 
annual  report. 
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We  bring  technology  to  life. 
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If  man  believed  in  leaving  well  enough 
alone,  where  would  we  be? 


Progress  comes  from  continuing  to 
work  with  an  idea,  refining  it,  improv- 
ing it,  challenging  it. 

At  PPG,  that  way  of  thinking  fulfills 
a  company  objective:  upgraded 
products.  Products  that  aren't  just 
new  and  different,  but  better,  safer, 
more  versatile. 

For  instance,  we  make  paints  like 
Speedhide'  Latex  Fire  Retardant 
paint,  an  interior  paint  designed  for 
hospitals,  nursing  homes  and  schools. 
It  retards  flames,  with  minimum 
smoke,  and  can  provide  those  pre- 
cious minutes  for  people  to  escape. 

And  chemicals  like  CR-39'" 
monomer  are  used  to  make  a  hard 
resin  material  that  provides  the  same 
optical  qualities  as  glass  for  prescrip- 
tion lenses,  but  with  half  the  weight. 

Our  fiber  glass  division  recently 
introduced  a  unique  glass  yarn, 
Trianti.'  So  now  draperies  can  be 
soft,  supple  and  very  practical,  too. 

And  our  TwindoW  XP**  insulating 
glass  provides  the  same  insulating 
qualities  as  an  8-inch-thick  brick 
wall,  but  with  a  much  nicer  view. 

That's  our  way  of  doing  busi- 
ness and  it  works  very  well.  Send 
for  our  Annual  Report  and  see. 
PPG  Industries,  Inc.,  10E,  Gateway 
One,  Pittsburgh,  Pa.  15222. 

PPG:  a  Concern  for  the  Future 
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Peripheral  vision. 
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From  the  beginning,  we 
have  preferred  concentration  to 
diversification.  We  don't  supply 
everything  that  attaches  to 
your  computer.  But  the  things 
we  do  supply  are  the  best. 

What  do  we  supply? 

Drum  plotters.  We're  the 
world!s  leading  supplier  of 
both  hardware  and  software. 

Flatbed  plotters.  Several 
years  ago,  we  saw  a  need  and 
an  opportunity  to  expand  the 
plotter's  uses.  The  flatbed 
plotter  aUows  a  variety  of 
materials  to  be  substituted  for 
paper,  and  it  has  expanded  the 


market  for  computer  graphics, 
as  well. 

Microfilm  plotters.  Here, 
we  got  bigger  by  getting 
smaller.  With  microfilnL  Our 
1675  COM  plotter/printer  and 
our  2100  COM  printer  deliver 
the  best  price/performance  in 
the  industry. 

Disk  m£mory  equipment. 
This  was  our  second  area  of 
concentration.  In  a  remarkably 
short  time,  we  have  become  the 
leading  independent  supplier. 

Tape  systems.  We've 
recently  begun  to  concentrate 
on  tape.  The  result  is  that 


our  new  1040  Tkpe  Drive 
combines  the  features  of 
others  with  our  own 
experience.  We  intend  to  be  a 
leader  in  this  field. 

The  point  is  we  have  not 
grown  by  accident.  Thirteen 
years  after  our  beginning,  we 
have  become  a  leader  in 
computer  peripherals. 

For  information  on 
peripheral  products,  call  your 
local  CalComp  office,  or  contact 
California  Computer  Products, 
Inc.,  FB-M8-73, 2411  West  La 
Palma  Avenue,  Anaheim, 
California  92801  (714)  821-2011 


A  BUSINESS 

FOR 

A  BUSINESSMAN 

.  .  .  WITH  A  MONEY-BACK* 
GUARANTEE! 

We're  the  largest  franchisor  of  instant 
printing  centers  with  over  250  in  opera- 
tion today!  No  experience  necessary. 
We  provide  the  market  research,  store 
leasing  and  buildout,  advertising  and 
train  you  for  a  minimum  of  four  vi/eeks 
plus  continuous  field  assistance. 

♦After  3  months  frtal,  your  Initial  down 
payment  refunded,  If  not  satisfied.  This 
Is  a  guarantee  In  your  contract  I 

Minimum  investment:  $15,000, 
secured ;  balance  financed. 

For  information,  call  or  write: 

Mr.  George  Myers,  Senior  V.P. 

National  Hdqtrs.,  P.O.  Box  1790 

Newport  Beach,  CA  92663 

(714)642-9470 

Mr.  Bill  Wilkerson,  Exec.  V.P. 

Eastern  Hdqtrs.,  P.O.  Box  538 

Teaneck,  NJ  07666 

(201)837-1210 


Instant  Printing  Centers 


^^^Wer^pub/ic/y  owned,  traded  OTC 


iiiake227dri 


Invite  a  friend  over  for  a  tall  cool  one  on 
the  rocks.  Or,  invite  227  friends  over. 
With  this  Scotsman  home  or  office  ice- 
maker,  you  can  store  up  to  670  cubes 
(it  makes  480  per  day).  What's  more, 
these  cubes  are  gourmet  quality:  rounded 
to  prevent  sticking,  diamond  clear  and 
frozen  rock  hard  to  last  longer.  Built-in 
or  free-standing.  Scotsman  could  make 
you  the  social  hit  of  the  year. 


SCOTSMQINI 


COMMERCIAL  ICE  SYSTEMS  /  HOME  ICE  MAKERS 

42306  Front  Street   Albert  Lea,  Minn.   56007 
Send  nne  details  on  Scotsman's  home  or  office 
ice-maker. 

Name - — 


Address. 
City 


State 


Zip. 
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One  Way  To  Do  It 

Warner  Communications,  formerly 
Kinney  National  Service,  reported  a 
5.5%  per-share  earnings  gain  before 
dilution  in  1973's  second  quarter  over 
the  same  1972  period,  but  by  some 
interesting  arithmetic.  Last  year  it  had 
reported  57  cents  a  share  for  the  quar- 
ter, but  after  acquisitions  restated 
the  figure  this  year  as  54  cents— thus 
producing  a  gain  where  otherwise 
none  would  have  existed.  Moreover, 
pretax  income  actually  dropped  $2.1 
million  to  $14.8  million,  a  dechne  of 
12.4%,  while  aftertax  income  rose 
$400,000  to  $12.6  million.  How's  that 
possible?  Mainly  by  lower  provision 
for  income  taxes  because  of  increased 
investment  tax  credits,  dividend  re- 
ceived deductions  and  a  Domestic 
International  Sales  Corporation  credit. 

Billion-Dollar  Battle 

The  jump  in  interest  rates  is  fueling 
a  quiet  battle  between  two  giant 
holding  companies  for  first  place 
among  the  nation's  savings  and  loan 
associations.  At  mid-year  H.F.  Ahman- 
son  &  Co.,  parent  of  Home  S&L, 
edged  past  the  $5-billion  mark  in  as- 
sets, a  14.1%  gain  over  June  30,  1972. 
Meanwhile,  archrival  Great  Western 
Financial  Corp.,  parent  of  Great 
Western  SfitL,  attained  assets  of  $4.6 
billion,  a  15.2%  increase.  The  two 
companies,  both  Los  Angeles-based, 
are  establishing  new  offices  nearly  as 
fast  as  they  can  get  state  approvals. 

The  New  Colonizers 

Where  does  the  newly  wealthy 
Japanese  middle  class  vacation?  One 
favorite  place  is  Hawaii,  where  they 
are  now  second  in  numbers  only  to 
American  tourists.  Already  the  Jap- 
anese control  an  estimated  25%  of  the 
hotel  rooms  in  Waikiki,  and  some 
U.S.  tourist  industry  executives  worry 
that  this  may  grow.  They  fear  that 
Japanese-owned  hotels,  working  with 
the  Japanese  airlines,  will  block-book 
hotel  space  for  so  many  Japanese 
tourists  that  fewer  mainland  Ameri- 
cans will  be  able  to  visit  Hawaii. 


Foreign 


A  Bond  That  Glitters 

The  French  government  is  compet- 
ing for  gold  speculators'  cash  via  a 
gold  clause  in  a  recent  bond  issue. 
What  Paris  gets  out  of  the  new  bor- 
rowing is  a  coupon  rate  of  7%  instead 
of   the   going   rate   of   8.7%.    What   it 


gives  is  essentially  a  guarantee  in 
gold.  The  French  franc,  like  other 
European  Economic  Community  cur- 
rencies, is  valued  both  in  grams  of 
gold  and  in  EEC  units  of  account. 
The  gold  clause  of  the  bond  issue,  the 
Emprunt  d'Etat,  provides  that  if  the 
official  price  of  gold  is  abandoned,  or 
if  the  unit  of  account  should  disap- 
pear, capital  and  interest  on  the  15- 
year  .  bonds,  although  payable  in 
^francs,  will  be  adjusted  to  the  price 
of  gold  on  the  Paris  free  market.  That 
will  be  the  case,  too,  if  the  franc 
should  float  for  more  than  one  year, 
if  France  should  leave  the  EEC  or  if 
the  unit  of  account  should  be  valued 
by  anything  other  than  gold. 

Price  Edge 

The  Communist  bloc  and  the  oil- 
rich  African  and  Mideast  nations 
are  expected  to  replace  the  U.S.,  Ja- 
pan and  Western  Europe  as  major 
producers  of  synthetic  rubber.  This 
may  hurt  natural  rubber  exports, 
since  the  East  bloc  now  consumes  22% 
of  the  world  supply.  In  the  West,  how- 
ever, natural  rubber  may  acquire  a 
new  edge  because  of  its  price— about 
13  cents  per  pound  at  the  plantation. 
The  price  of  synthetics  is  climbing 
with  that  of  imported  oil:  The  cost 
projection  for  the  raw  materials  alone 
in  the  late  1970s  is  12  cents  to  15 
cents  per  pound.  ■ 


r' 


~\ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Tflp" 
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COMPETITION. 

To  stay  sharp,  every  business  needs  it. 


If  you're  in  business,  you  know  the  value  of 
competition.  It  hones  your  skills.  The  whole  idea  of 
trying  harder  springs  from  the  spirit  of  competition. 
And  your  company  is  a  better  company  because  of  it. 

Competition  in  the  insurance  business  works 
to  your  benefit,  too. 

You  can  buy  business  insurance  written  by 
scores  of  different  private  carriers.  That's  not  only 
good  for  you  to  know— it's  good  for  all  those 
insurance  companies  to  keep  in  mind. 

At  Employers  Insurance  of  Wausau,  we  wrote 
the  first  workmen's  compensation  policy  in  the 
country.  Now,  62  years  later,  we're  a  much  bigger 
company.  More  important,  we're  a  much  better 
company.  For  two  reasons.  Self-improvement— 


and  competitive  pressure. 

Without  competition,  many  of  the  programs 
insurance  companies  have  developed  in  the  areas  of 
loss  prevention  and  loss  control  might  not  even 
exist  today. 

But  some  people  lean  toward  the  idea  that  the 
government  should  be  the  sole  supplier  of  certain 
kinds  of  insurance.  We  believe  that  would  weaken 
insurance  service.  Who  would  set  the 
competitive  pace? 

We've  earned  the  reputation  of  being  "good 
people  to  do  business  with!'  Competition  is  helping 
to  make  us  better  people.  And  we're  not  only  willing, 
we're  downright  eager  to  compete  for  business. 
Including  yours. 


Come  to  the  source 


Employers  Insurance  of  Wausau 

Wausau,  Wisconsin 


"We  specify  tires 
on  a  cost  per  mile  basis. 
We  specify  Bandag." 


Bandag  cold  process  retreads  help 
Horst  Vollmer  cut  costs  for  Ryder 
Truck  Lines.  Vollmer  directs  main- 
tenance for  Ryder's  38,000-tire  fleet 
that  logs  over  70  million  miles  a 
year . . .  the  equivalent  of  over  seven 
trips  around  the  world  every  day. 
"Bandags  give  us  lower  cost  per  tire 
mile  than  any  other  tire  we've  ever 
used,"  says  Vollmer. 

To  cut  your  own  company's  tire 
costs,  call  toll  free  800-553-9640 
(Iowa,  800-552-9630)  and  get  the 
name  of  your  nearest  Certified 
Bandag  Dealer. 


bandag I 

World  leader  in 
cold  process  retreads. 

1056  Hershey  Avenue,  Muscatine,  Iowa  52761 


How  Austin 
consulting  services 
helped  a  Japanese 

food  processor 
establish  a  major 

plant  in  the  U.  S. 

The  centuries-old  firm  imports  raw  materials  from 
the  U.S.,  exports  finished  product  to  the  U.S.  Historical 
decision:  build  a  plant  here.  You  may  find  details  of 
Austin's  extensive  site  search  significant  to  your  needs. 

Write,  on  your  letterhead,  please,  for  case  study  No.  57F. 
The  Austin  Company,  Consulting  Services, 
Cleveland,  Ohio  44121 

THE  AUSTIN  COMPANY 

Consultants  •  Designers  •  Engineers  •  Builders 
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Readers  Say 


Commodities  .  .  . 

Sir:  To  accuse  the  whole  commod- 
ity industry  of  "playing  Russian  rou- 
lette" and  attracting  "gamblers"  (Aug. 
1)  is  no  more  fair  than  accusing  the 
pntire  press  of  printing  pornography 
and  attracting  perverts. 

—Michael  Weinberg  Jr. 

Chairman  of  the  Board, 

Chicago  Mercantile  Exchange 

Chicago,  111. 

Sir:  Irresponsible  journalism.  Can- 
cel my  subscription. 

—Walter  M.  Goldschmidt 

Board  of  Trade  Building 

Chicago,  111. 

.  .  .  And  Commodity  Covers 

Sir:  I  removed  your  commodity 
cover  {Aug.  1)  before  allowing  it  in 
my  home.  I  do  not  wish  my  young 
children  to  be  subjected  to  pictures 
portraying  such  demented  behavior. 

—Lee  N.  Gordy 
Harrisburg,  Pa. 

Sir:  .  .  .  the  use  of  a  gun  to  make 
a  point  is  repulsive. 

—Alexander  T.  Molloy 
Crestwood,  N.Y. 

Sir:  In  today's  world  of  increased 
violence,  we  certainly  need  not  be 
reminded  of  it  on  your  cover. 

—Charles  F.  Henderson 
Phoenix,  Ariz. 

On  reflection,  the  cover  illustration 
{"h  the  Public  Playing  Russian  Rou- 
lette?") was  not  a  wise  choice— Ed. 

The  End  Justifies  the  Means 

Sir:  The  article  "The  Bill  You're 
Stuck  With"  (June  15)  left  the  im- 
pression that  the  Liquid  Metal  Fast 
Breeder  Reactor  (LMFBR)  Program 
is  a  giant,  imeconomical  project  to 
produce  an  unsafe,  environmentally 
unsound  product  and  has  been  foisted 
on  unsuspecting  taxpayers  by  gov- 
ernment bureaucrats.  The  article  says 
that  the  LMFBR  may  prove  to  be 
"wildly  uneconomic."  Recent  studies 
show  that  its  R&D  costs  (in  1971  dol- 
lars) may  approach  $2.5  billion.  The 
net  benefits,  however  (compared  to 
using  fossil  fuel  and  other  reactors), 
from  electrical  power  cost  savings  arc 
estimated  at  $20  billion,  a  ratio  of 
over  ten  to  one.  The  program  has  ex- 
cellent support  from  both  Congress 
and  the  President.  It  has  been  a  high 
priority  U.S.  commitment  since  the 
President's  1971  energy  message.  The 
utility  industry  is  counting  heavily  on 
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IMAGINATION  IN  TIMBER  MANAGEMENT 


We  are  accelerating 
our  return  on  a 
long  term  investment. 


Supertrees,  40  years  old 


'Natural"  trees,  40  years  old 


Not  too  many  years  ago, 
it  took  the  forest  products 
industry  around  80  years — more 
than  an  average  lifetime — to 
realize  a  second  return  on  an 
investment  in  forestland.  That's 
about  how  long  it  takes  nature  to 
grow  a  forest.  But  through 
imaginative  tree  management, 
Georgia-Pacific  has  shortened 
that  period.  Presently,  we  can 
grow  two  forests  in  an  average 
man's  lifetime — in  effect, 
doubting  the  value  of  our  timber 
growth  potential. 

At  our  forest  research  centers 
in  major  timber  areas  we  are 
developing  supertrees:  these  are 
genetically-superior  trees  that 
grow  faster,  straight,  and  have 
more  usable  wood  fiber  than 
"natural"  trees.  G-P  forest 
scientists  take  cuttings  from 


superior  trees  and  graft  them  to 
young  trees  in  a  seed  orchard. 
When  the  cuttings  Dear  flowers, 
they  are  exposed  to  pollen  taken 
from  other  superior  trees.  After 
seeds  form,  they  are  planted  in 
nursery  beds  where  they  sprout 
and  grow  in  carefully  controlled 
conditions.  Millions  of  these 
seedlings  are  then  hand-planted 
in  recently-harvested  areas. 
In  addition  to  our  genetics 
program,  Georgia-Pacific's 
timberland  management 
program  also  helps  speed  the 
growth  of  the  forest.  Today,  we 
are  harvesting  Southern  pine 
planted  during  and  shortly  after 
World  War  II.  This  is  the  result  of 
commercial  thinning,  removal  of 
underbrush  by  controlled 
burning  and  approved  herbi- 


Georgia-F%icific 


cides,  application  of  fertilizers, 
and  other  techniques.  What's 
more,  our  timberlands  are 
located  in  geographic  and 
climatic  regions  recognized  as 
the  finest  tree-growing  areas  in 
the  world. 

According  to  government  and 
industry  estimates,  the  need  for 
wood  and  wood  fiber  will  double 
by  the  year  2000.  We  are 
preparing  now  to  help  meet  that 
need.  By  then,  many  of  our  first 
growth  of  supertrees  will  have 
matured.  They  will  have  reached 
harvesting  size  in  40  years  or 
less,  increasing  the  productivity 
of  our  forestland  by  100%. 

This  is  another  way  imagina- 
tion pays  for  Georgia-Pacific. 
And  for  you. 


For  a  free  copy  of  A  PERSPECTIVE 
ON  THE  NEW  GEORGIA-'^ACIFIG, 
complete  and  mail  this  coupon. 
No  obligation,  of  course. 


City  State 

Georgia-Pacific  Corporation 
Dept.  7-17D 
900  S.W.  Fifth  Ave. 
Portland,  Oregon  97204 


Zip 


The  Growth  Company 


The  Texaco 
Gasoline  Economy  Test. 

Even  if  you  fail  it,  what  you  learn  can  save  you  gasoline 
and  money  every  time  you  get  in  your  car. 


1.  You  know  you  use  more  gasoline  when  you  drive  at  high 
speed.  But  do  you  know  how  much  more?  For  example, 
about  how  much  more  gasoline  do  you  use  at  60  mph  than 
at  50  mph? 

D  A.  2%        n  B.  5%  D  C.  10% 


2,  You  waste  gasoline  if  your  tires  are  improperly 
inflated.  But  do  you  know  which  causes  poorer  mileage, 
overinflated  tires  or  underinflated  tires? 

D  A.  Overinflated       D  B.  Underinflated 


3*  The  kind  of  oil  you  use  can  affect  engine  performance, 
too.  Do  you  know  under  what  conditions  it  pays  to  use  a 
premium  motor  oil  like  Havoline  Super  Premium? 
n  A.  High-speed  driving 
D  B.  Hot-weather  driving 
D  C.  Stop-and-go  driving 


A.  Jackrabbit  starts  eat  up  a  lot  more  gasoline  than  slow- 
and-easy  ones.  But  do  you  have  any  idea  how  many  miles 
per  gallon  jackrabbit  starts  can  cost  you  on  the  average? 

D  A.  1  mpg 
D  B.  2  mpg 
DC.  4  mpg 


5«  If  you  have  a  standard  shift,  you  can  save  gasoline  by 
getting  into  high  as  quickly  as  possible.  How  much  more 
gasoline  do  you  think  you  use  if  you  race  along  in  2nd 
rather  than  shifting  into  high  gear? 
DA.  Up  to  30% 

D  B.  Up  to  45%  /  z^5^        v\ 

DC.Upto60%^-->^^   .'^^^P^  ^     ,^ 


6*  A  car  that's  not  properly  tuned-up  is  simply  not  using 
gasoline  efficiently.  About  how  much  gasoline  do  you  think 
it  wastes? 

DA.  Up  to  4% 

DB.  Upto8% 
D  C.  Up  to  12% 


Answers: 

e'9  as  a>  D'a'v:»aj^nve 


Readers  Say 


it  and  investing  large  sums  of  money. 
If  we  don't  develop  this  technology, 
we  will  undoubtedly  need  to  buy  it 
from  abroad,  with  the  associated  bal- 
ance-of-payments  problem.  The  large 
R&D  investment  required  and  the  long 
time  to  achieve  profitability  (some  20 
years)  make  it  impractical  for  private 
industry  to  "go-it-alone."  The  LMFBR 
assures  an  economic,  pollution-free 
supply  of  electrical  energy  for  hun- 
dreds of  years. 

— W.F.  Rockwell  Jr. 

Chairman  and  CEO, 

Rockwell  International 

El  Segundo,  Calif. 

Sir:  I  read  with  disbelief  that  West- 
inghouse  is  not  too  enthusiastic  about 
the  breeder.  On  the  contrary,  our  fi- 
nancial and  personnel  investment  in 
the  breeder  is  greater  than  any  tech- 
nological commitment  in  our  corpora- 
tion's history.  My  comments  on  shav- 
ing of  profits  and  government  subsidies 
referred  only  to  demonstration  plants. 
Once  the  plants  become  commercial, 
they  will  cost  much  less  than  $1  billion 
and  be  profitable  to  manufacturers. 

—John  W.  Simpson 

President,  Power  Systems  Co. 

Westinghouse  Electric  Co. 

Pittsburgh,  Pa. 

An  Old  Family  Recipe 

Sir:  You  reported  that  Kellogg's 
corn  flakes  (June  1)  were  invented 
almost  by  accident  by  the  Kellogg 
brothers.  It  was  no  accident.  Kellogg's 
com  flakes  were  invented  by  my 
mother  (Estella  Florentina  Kuenzel 
Ritter),  who  knew  what  she  was  doing 
as  an  expert  dietician  in  the  early 
1900s  at  the  Battle  Creek  Sanitar- 
ium. She  was  asked  by  the  brothers 
to  develop  new  health  foods,  and  in 
her  work  she  developed  the  com 
flake  recipe  and  the  method  of  mak- 
ing the  flake.  My  mother  was  not 
expert  in  financial  matters.  A  year 
before  she  died  at  age  87  in  1964,  I 
asked  her  Kow  much  she  was  paid 
for  the  recipe.  She  replied  that  it  was 
about  $15. 

—Henry  Ritter  Jr. 
Nashville,  Tenn. 

Mission  Accomplished? 

Sir:  The  title  of  your  article  on  me 
(Aug.  1)  calls  me  a  "shoestring  art- 
ist" and  then  you  note  that  my  com- 
panies have  $785  million  ($200  mil- 
lion plus  $585  million  cash  commit- 
ted) in  assets.  You  refer  to  my  paper 
company  as  "defunct,"  although  only 
construction  of  the  plant  has  been 
postponed,    for   very    good    economic 
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Facts  for  your  portfolio  on 


FERRO 


Ferro  sets 

aUtime  records 

for  second  quarter 

andhalfyear 


•  Ferro  Corporation  consolidated  net  sales  for  the  first 
six  months  in  1973  were  18.4%  above  the  first  half 
in  1972. 

•  Net  earnings  for  the  first  half  were  39.6%  above  the 
same  period  last  year. 

•  Consolidated  net  sales  for  the  three  months  ended 
June  30,  1973  were  19.1%  above  the  same  quarter 
in  1972. 

•  Net  earnings  for  the  second  quarter  were  33.1%  above 
1972. 

CONSOLIDATED  RESULTS  Six  Months 

Ended  June  30 

(Thousands  of  dollars)  1973              1972 

•  Net  Sales $117,773        $99,481 

•  Income  Before  Taxes 14,688          10,597 

•  Income  Taxes 6,300           4,588 

•  Net  Income 8,388            6,009 

•  Earnings  per  share 
based  on  average 

shares  outstanding $2.05  $1.52 

NOTE: 

Included  in  the  above  earnings 

per  share  figures  is  an 

apportionment  of  the  estimated 

gain  for  the  year  from 

currency  changes,  as  follows:  $0.24  $0.03 

Write  for  our  latest  financial  report:  Dept.  F-0815. 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


® 


FERRO 

CORPORATION 
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Jock  itch  (or chafing,  rash,  itching,  sweating) 

shouldn't  be  treated  lightly. 


If  your  groin,  thighs, 
or  buttocks  suffer  from 
redness,  rash,  chafing, 
soreness,  excessive 
perspiration,  or  Jock  Itch 
(Tinea  cruris),  then  you 
need  medicated  Cruex^ 

Cruex  provides  fast 
relief.  It  soothes  itchy, 
inflamed  skin.  Absorbs 
perspiration.  Helps 
cushion  against  further 
irritation.  And,  because 
it's  medicated,  Cruex  is 
strong  enough  to  help 
prevent  the  fungous 
infection  that  can  develop 
when  these  annoying 
symptoms  are  improperly 
treated. 


Since  Cruex  is  a  spray- 
on  powder,  it  penetrates 
into  hard-to-get-at  places 
so  you  avoid  the  sting  and 
burning  of  rubbing, 
dabbing,  or  smearing  on 
ointments,  creams,  or 
powders. 

Get  relief— fast.  Avoid 
embarrassing  itch,  too. 
With  Cruex.  Soothing, 
cooling  Cruex. 


Cruex.  Guaranteed  to  work  or  your  money  back. 


©  1973  Pharmacraft  Consumer  Products 


A  PRODUCT  OF  I 


CORPORATION 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 


Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


Moore  and  McCormack's 
First  Half  Income 
Toppedl  972  Total 

Continuing  a  strong  uptrend, 
Moore  and  McCormack  Co.,  Inc. 
reported  income  before  extraor- 
dinary items  of  $4,278,000,  or 
$1 .79  a  share,  for  the  six  months 
ended  June  30.  Income  before 
extraordinary  items  totaled  $1 .55 
in  1972,  up  60%  from  1971.  In 
April  1973  the  company's  inter- 
national shipping  operations 
were  significantly  comple- 
mented through  the  acquisition 
of  Pickands  Mather  &  Co.,  which 
transports,  mines  and  processes 
natural  resources.  The  impact  of 
PM  is  reflected  in  second  quar- 
ter results.  For  copies  of  Moore 
and  McCormack  shareholder  re- 
ports, write  to: 

Moore  and  McCormack  Co.,  Inc. 

2  Broadway 

New  York,  N.Y.  10004. 


Readers  Say 


reasons— the  reall(x.ation  of  New- 
foundland timber  limits.  You  say  I 
"claim"  that  I  will  begin  publishing 
an  afternoon  paper  in  New  York  City. 
I  will  publish  it.  A  building  has  been 
bought,  millions  of  dollars  in  equip- 
ment has  been  purchased,  a  staff  is 
already  at  work.  You  say  that  we  "ex- 
pect" to  sell  our  refined  products.  We 
have  sold  the  entire  output  of  our 
first  Newfoundland  refinery,  which  is 
capable  of  processing  more  than 
100,000  banels  of  crude  oil  per  day. 
You  say  that  "major  oil  companies," 
including  Mobil,  "have  backed  away" 
after  talking  about  building  refineries 
in  Nova  Scotia  and  Newfoundland. 
Major  refineries  have  built  plants 
there.  Or  don't  you  consider  Gulf, 
Texaco  and  Imperial  Oil  major? 

—John  M.  Sh.\heen 

President, 

Shaheen  Natuial  Resources  Co.,  Inc. 

New  York,  NY. 

Rot! 

Sir:  Your  attitude  on  the  Supreme 
Court  ruling  on  pornography,  "A  Four- 
Letter  Word  For  The  Obscenity  Rul- 
ing" {July  15),  is  exactly  what  the 
Communists  want  to  hear,  as  it  will 
rot  America  from  within. 

—James  S.  H.\rmon 
Walnut  Creek,  Calif. 

Sib:  Your  editorial  pages  constitute 
a  disaster  area.  Forbes  is  a  four- 
letter  word  and  it  isn't  love. 

— E.E.  Balmforth 
Cranbury,  N.J. 

Sih:  1  eagerly  anticipate  your  first 
center  foldout. 

— LeMoyne  Snydeb 
Paradise,  Calif. 

AE  with  Frosting 

Sir:  Re  your  article  "Wouldn't 
That  Frost  You  .  .  .?"  on  American  Ex- 
press (Fact  6^  Comment,  Aug.  1).  My 
wife  made  application  for  a  credit , 
card  after  seeing  the  ads  on  televi- . 
sion,  and  it  required  three  follow- 
ups  and  my  letter  to  the  president  of 
the  company  after  the  application  was 
turned  down,  and  it  was  approved  fi- 
nally with  my  guarantee.  I  never  could 
figure  it  out.  I  am  still  frosted. 

—Dan  H.  Edmonson 

Executive  Vice  President, 

Knx^hler  Mfg.  Co. 

Napervillc,  III. 

So  far,  Forbes  has  had  dozens  oj 
letters  detailing  American  E.xprc.s.s 
credit  card  tales  of  woe,  and  tiro 
lauding  that  card  rowpany— Ed. 
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...the  best  lock  box  processor 

in  the  country! 


Myung  works  for  C&S.  She  works  on  the  GAF 
Corporation  lock  box  account. 

Recently,  GAF  Corporation  rated  the  banks 
operating  all  of  their  lock  boxes  throughout  the 
country.  They  compared  efficiency,  speed,  cour- 
tesy and  accuracy.  When  results  were  tallied,  C&S 
and  Myung  Ginzel  were  at  the  top  of  the  list. 


Myung  is  representative  of  the  de:licated  staff 
of  trained  professionals  who  process  all  447  C&S 
lock  box  accounts.  Each  month,  they  process 
over  1 ,500,000  items— with  incredible  accuracy. 
They're  the  best  in  the  business. 

Is  anything  less  than  the  best  good  enough  for 
your  business? 


CgS 


The  Citizens  and  Southern  Banks  in  Georgia 


Member  F.O.I.C. 


Power  up! 

were  helping  equip  power 
piants  to  meet  tlie  need. 

Johnson:  the  automation  speciahsts.  More  and  more 
utihties  and  power  generating  plant  builders  are  re- 
lying on  us  for  a  variety  of  assistance,  both  in  up- 
grading existing  plants  and  constructing  new 
facilities,  fossil-fueled  and  nuclear. 

For  example,  we  install  plant  temperature  and  hu- 
midity control  systems  and  security  systems.  Our 
Systems  Engineering  &  Construction  Division  installs 
complete  instrumentation  and  data  acquisition  sys- 
tems. Custom  fabricated  piping,  certified  for  nuclear 
plant  use  where  required,  comes  from  our  Asso- 
ciated Piping  &  Engineering  Division.  Pressure,  level 
and  flow  control  valves  from  our  Kieley  &  Mueller 
Division.  Clock  and  programming  systems  from  our 
Standard  Electric  Time  Division.  Process  control 
panels  and  consoles  from  our  Panel  Division.  And 
that's  just  a  partial  listing. 

Johnson  Service  Company  has  long  been  active  in 
equipping  power  generating  facilities.  And  as  tech- 
nology has  become  more  complex  and  sophisticated, 
our  participation  has  increased.  Because  finding 
new  ways  to  do  things  automatically  is  our  business. 


JOHNSON 

SERVICE  COMPANY 

MILWAUKEE,   WISCONSIN  •  53201 


Fort  St  Vrain  Nuclear  Generating  Station. 

Platteville,  Colorado 

Owner:  Public  Service  Company  ol  Colorado 

Designer  &  Contractor   Gult  General  Atomic. 

Instrument  Systems  Installation    Systems  Engineering 

&  Construction  Division.  Johnson  Service  Company 

Reactor  Vessel  Penetrations:  Associated  Piping  & 

Engineering  Corp.  Division  ol  Johnson 

Service  Company 


•■<%.. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


by  MALCOLM  S.  FORBES 


STEIN'S   VISION:   X-RAY  OR  X-RATED? 

That  fellow,  Herbert  Stein,  the  chair- 
man of  the  White  House's  Council  of 
Economic  Advisers,  makes  florid  fore- 
casts and  uses  some  good,  funny 
phrases  to  assure  us  that  the  U.S. 
economy  is  cooling  down,  that  infla- 
tion will  soon  be  under  control.  By 
year's  end  he'll  turn  out  either  to  be 
prophetic  or  pathetic.  May  his  wisdom 
turn  out  to  be  nearly  as  good  as  his  wit. 


■Jie^-' 


WHAT'S   WITH  OUR  SCREWED-UP  DEPARTMENT  OF  AGRICULTURE? 


Mostly  the  U.S.  Department  of  Agriculture  is  one  of 
those  cabinet-level  outfits  of  which  one  hears  litde,  and 
is  most  often  headed  by  someone  whose  name  nobody 
can  quite  recall. 

But(z)  things  are  different  these  days.  They've  had  to 
make  some  really  Big  Decisions  and  have  consistently 
come  up  with  monumentally  wrong  answers. 

The  Huskies  take  our  U.S.  Aggies  on  both  price  and 
quantity  inv'wheat  deals— the  Agriculture  Department  was 
so  unaware  of  the  size  of  the  Russian  and  world  wheat 
shortage  that  oflBcials  first  bragged  about  disposing  of  hun- 
dreds of  millions  of  bushels  at  a  huge  loss  to  the  U.S. 


At  the  same  time,  for  years  they  have  been  pounding 
on  the  State  Department's  door  to  get  better  export  op- 
portunities for  such  major  American  farm  products  as  soy- 
beans. Then,  just  when  such  exports  can  hugely  help  our 
balance-of-trade  payments,  they  make  a  stupid— and  soon 
modified— decision  to  embargo  the  export  of  such  com- 
modities in  temporary  short  supply  on  the  home  front. 
This  unthinking,  arbitrary  cutoff  will  .et  back  our  farm 
export  negotiations  considerably  more  than  any  tariff 
discrimination. 

What's  with  those  Seers  and  Sayers  in  the  Department 
of  Agriculture  who  are  sowing  such  seedy  policies? 


NCR 


I  hope  venerable  NCR  makes  it. 

If  they've  really  succeeded  in  transforming  that  reliable 
old,   universally   used   cash   register   into   one   that    com- 

THERE'S   ONE  THING 

I  always  love  about  my  birthday— being  around  for  it. 
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puterly  totes   the  ticket  and  keeps   the  inventory  of  big 
shops  and  httle  right  up  to  the  latest  punch,  they  should. 
Bigger'n  ever. 

AGE 

why  not  regard  it  as  a  license  instead  of  a  limitation? 
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READING  SUGGESTIONS— WITH  SAMPLINGS 

Summertime  sometimes  people  have  time  to  read  the  things- 
like  books— which  take  some  time.   Herewith,   a  few  ideas. 


A  Sort  of  Life,  by  Graham  Greene  ( Simon  and  Schuster, 
$6.95).  I  just  got  around  to  reading  this  quite  depressing 
account  of  the  earlier  years  of  this  great  writer.  If  you've 
come  to  think  of  your  own  youth  and  career  beginning 
as  joyous  or  even  mostly  happy,  this  memoir  will  remind 
you  anew  that  such  is  seldom  so  for  any  of  us. 

A  quote: 

I  have  preferred  to  finish  this  essay   [A  Sort 
of  Life]  with  the  years  of  failure  which  followed 
the  acceptance  of  my  first  novel.  Failure  too  is 
a   kind   of  death:    the  fiimiture   sold,   the   draw- 
ers   emptied,    the    removal    van    waiting    like    a 
hearse  in  the  lane  to  take  one  to  a  less  expen- 
sive destination.  In  another  sense  too  a  book  Uke 
this  can  be  "a  sort  of  life,"  for  in  the  course  of 
66    years    I   have    spent   almost    as    much    time 
with  imaginary  characters  as  with  real  men  and 
women. 
Before  The  Deluge,  by  Otto  Friedrich  (Harper  &  Row, 
$10).    An   unponderous,    comprehensive   picture   of   Ger- 
many from  the  Kaiser's  end  to  Hitler,  covering  politics, 
the  sciences,  the  arts  and  the  way  of  life  and  thinking  in 
those  tumultuous  21  years. 

Two  quotes: 

Says  an  elderly  German  as  he  reflects  on  his 
youth:  "The  basic  questions  involved  the  develop- 
ment of  character.  I  remember,  for  example,  one 
day  when  we  got  a  barrel  of  apples,  and  our  gov- 
erness always  made  us  eat  the  bad  ones  first, 
the  wormy  ones,  so  that  no  apples  would  be 
wasted.  And  since  we  were  only  allowed  to  eat 
one  apple  a  day,  the  good  apples  went  bad  while 
we  ate  the  bad  ones,  and  so  most  of  the  apples 
we  ate  had  worms  in  them.  But  that  was  sup- 
posed to  develop  the  character.  And  I  remember 
that  when  I  went  to  have  my  tonsils  out,  there 
was  no  talk  of  anesthetic  or  anything  like  that.  The 
doctor  just  stared  at  me  for  a  long  time,  and 
then  he  said,  'Are  you  a  brave  German  boy  or  are 
you  a  coward  who  cries  because  of  a  little  pain?' 
Of  course,  I  had  to  say  I  was  a  brave  German  boy, 
and  not  a  coward,  and  so  he  took  his  long  shears 
and  reached  into  my  mouth  and  cut  out  my  ton- 
sils. And  I  didn't  cry." 

To  General  Schleicher,  on  the  other  hand.  Pa- 
pen's  chief  virtue  was  that  he  would  do  what  he 
was  told,  or  so  Schleicher  thought.  When  some- 
one protested  that  Papen  had  no  head  for  ad- 
ministration, Schleicher  retorted,  "He  doesn't  need 
to  have  a  head,  his  job  is  to  be  a  hat.  .  .  ." 

[Papen]  set  oflF  for  Lausanne  to  take  over 
Briining's  role  at  the  international  conference  on 
reparations.  The  aUied  statesmen  did  not  think 
much  of  the  new  colleague— "The  more  I  study 
the  face  of  a  German  cavalry  officer,"  French 
Premier  Edouard  Herriot  remarked  to  British 
Foreign  Minister  Lord  Simon,  "the  more  I  admire 
his  horse." 

Cassandra  Singing,  by  David  Madden  (Crown  Publish- 
ers,  Inc.,    $5.95).    About   a   brother   and   sister   and   the 


handful  of  people  in  a  Kentucky  coal  town  who  have  a 
ranging,  raging  impact  on  their  Uves.  As  cool  and  poignant 
a  novel  as  I've  read  in  a  very  long  time. 

Semi-Tough,  by  Dan  Jenkins  (Atheneum,  $7.95).  Hav- 
ing heard  and  read  so  much  about  this  recent  best-selling 
sports  takeoff,  I  looked  forward  eagerly  to  reading  it— 
and  found  it  a  near-total  bore.  Any  one  of  a  thousand 
existing  Joe  Namath  interviews  has  twice  the  fun,  wit, 
sparkle  and  spice. 

Stay  Hungry,  by  Charles  Gaines  (Doubleday,  $5.95). 
The  first  novel  that  I  know  of  to  feature  weightlifting  and 
its  Scene.  The  first  half  is  fun,  the  second  half  ridiculous. 

An  excerpt: 

"The  thing  that  inspired  Michelangelo,  Rodin, 
guys  like  that  was  the  human  body.  You  take 
[athletes]  Reeves  or  Grimek  or  Park— those  guys 
are  walking  art  work.  The  fact  that  they  don't 
know  it  or  care  doesn't  make  any  difference  [said 
Santo].  In  a  way  a  bodybuilder  is  like  the  sim- 
plest kind  of  artist.  He  takes  the  only  thing  he 
really  owns  and  develops  it  as  far  as  it'll  go.  He's 
kind  of  a  sculptor  of  himself." 

"Uh  huh,"  said  Craig,  who  had  started  all  this 
accidentally  by  asking  what  kind  of  weirdos  came 
to  these  contests  anyway. 

Santo  went  on.  "It's  easy  to  misunderstand  a 
contest,  to  miss  the  point.  People  think  there's 
something  unnatural  about  all  that  greasing  and 
flexing  and  everything.  But  when  you  watch  a 
pose  you  shouldn't  be  worrying  about  any  of  that, 
or  why  the  guy  wants  to  be  up  there— you  ought 
to  be  looking  for  what  kind  of  lines  he's  put  on 
himself." 

Supermoney,  by  "Adam  Smith"  (Random  House,  $6.95). 
Author  George  (The  Money  Game)  Goodman  scores 
again.  Everybody  loves  an  account  of  the  other  guy's  fail- 
ure, particularly  in  the  stock  market.  This  frequently  funny, 
invariably  perceptive  commentary  on  the  ways  and  wiles 
of  Wall  Street  should,  in  the  words  of  Fohbes  Editor  Jim 
Michaels,  make  "everyone  who  has  dropped  money  in  the 
stock  market,  say,  since  1969,  feel  better." 

The  Man  Who  Robbed  The  Robber  Barons,  by  Andy 
Logan  (W.W.  Norton  &  Co.,  Inc.).  The  unbelievable 
tale  of  one  of  the  most  blatant— and  long  successful 
—blackmailers  in  the  annals  of  U.S.  journalism,  Colonel 
William  Mann.  It's  hard  to  believe  he  got  away  with  so 
much  from  so  many  for  so  long. 

The  Night  of  Long  Knives,  by  Max  Gallo  (Harper  &  Row, 
$8.95).  Totally  absorbing,  minute  by  minute  account  of 
Hitler's  personally  supervised,  merciless  massacre  one  1934 
weekend  of  many  eminently  murderable  Storm  Tro<ip 
leaders  threatening  to  get  ahead  of  their  Fiihrcr,  as  well 
as  a  number  of  former  political  opponents  who  were 
threatening  to  get  too  far  behind  their  Fiihrer.  No  noveli.st 
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could  ever  have  dreamed  up  this  macabre  prelude  to  the 
greatest  bloodbath  in  v^^orld  history— WW  II. 

The  Sway  of  the  Grand  Saloon,  by  John  M.  Brinnin 
(Delacorte,  $15).  With  the  sinking  by  airplanes  of  the 
truly  Fabulous  Floating  Palaces  that  phed  the  Atlantic, 
looking  back  at  them  and  their  Age  is  becoming  a  popular 
pastime.  This  volume  tells  more  than  you  may  want  to 
know  about  the  evolution  of  these  wondrous  dinosaurs, 
but  the  illustrations  and  the  parts  deahng  with  the  Just 
Past  are  well  done. 

The  Wonderful  World  of  Women's  Wear  Daily,  by  Katie 
Kelly  (Saturday  Review  Press,  $6.95).  There  are  not  many 
columnists  who  can  hold  a  candle  to  the  biting  and  insight- 
ful prose  of  Katie  Kelly.  This  last  year's  book  tells  the 
tale  of  the  midi's  downfall  and  its  sparkling  progeni- 
tor's first  comeuppance,  and  with  spritely  intelligence  dis- 
sects those  who  pull  the  strings  and  those  who  are  pulled 
in  the  economically  important  Rag  business. 
A  quote: 

Nowhere  was  this  new  American  Revolution 
more  evident  than  in  what  America  chose  to 
wear  in  the  early  dawn  of  the  1970s:  anything, 
everything,  nothing.  All  of  these,  none  of  these. 
For  once,  Paris  and  couture  and  the  so-called 
fashion  designers  and  the  press  were  not  only  ig- 
nored, but  were  told  to  Shut  the  Hell  up.  Hang 
on  to  your  love  beads,  freaks;  all  is  not  lost.  Wear 
what  makes  you  happy.  Blessed  be  the  tie  that 
does  not  bind,  bend,  spindle,  or  mutilate! 


Blimey!,  by  Donald  Goddard  (Quadrangle  Books,  Inc., 
$7.95).  The  directory  part  of  this  London  Guide  is  the 
most  of  it,  but  the  least  of  it.  However,  the  16-page  chap- 
ter, ".  .  .  as  London  Does,"  in  itself  is  more  than  worth 
the  price  of  the  book. 

Some  excerpts: 

London  is  bricks  and  mortar,  but  is  not  to  be 
understood  in  that  light,  as  700  square  miles  of 
urban  sprawl  speckled  with  ancient  glories.  To 
move  on  with  no  more  to  show  for  a  visit  than  a 
few  feet  of  exposed  Kodachrome  and  a  sweater 
from  Marks  &  Spencer  is  like  leaving  a  strip  joint 
thinking  you  understand  women.  .  .  . 

London  is,  for  the  most  part,  a  calm,  unasser- 
tive city,  assuming  a  pre-eminence  in  human  af- 
fairs without  thought  or  question.  Her  citizens 
will  take  a  polite  interest  in  the  way  others  be- 
have, but  having  always  taught  the  rest  of  the 
world  how  to  do  things,  feel  they  have  nothing 
to  learn.  It  is  a  conviction  which  Ues  beyond  the 
reach  of  serious  doubt;  being  so  imshakably 
right,  they  can  afford  to  allow  others  to  think  as 
they  wish  and  to  live  as  they  choose.  Thus  is 
London's  much  advertised  tolerance  of  eccentrics, 
fanatics,  cranks  and  rebels  not  so  much  a  virtue 
as  the  ultimate  vanity.  .  ,  . 

Try  fainting  on  the  street.  Where  New  Yorkers 
would  probably  step  over  you  and  Parisians  step 
on  you,  Londoners  will  cluck  and  fuss  and  produce 
cups  of  tea  till  the  ambulance  comes.  .  .  . 

Most  Londoners  are  nice  to  foreigners  on  va- 
cation because  they  are  fair-minded  enough  to 
realize  they  are  not  being  foreign  on  purpose. 


HOW  NOT  TO  BE   RECORDED  IN  HISTORY 


Richard  Nixon  is  a  conscientious 
student  of  history,  but  the  White 
House  tapes  reveal  that  he  didn't 
grasp  one  of  its  basic  truths:  that 
an  historical  reputation  is  rarely  * 
enhanced  by  a  daily  confidential 
Dear  Diary.  Regardless  of  Water- 
gate, it  is  still  difficult  to  see  how 
President  Nixon  could  have  come 
out  ahead  by  taping  his  and  every- 
one else's  every  word  and  whisper 
in  the  Oval  Office. 

Sure,  diaries,  documents,  per- 
sonal letters,  recollections  of  friends 
and  enemies  often  make  history's 
Biggie?  more  "human." 

But  tliat's  the  point. 

The  more  you  know  about  a 
person,  the  more  you  know  his 
shortcomings,  the  more  you  can 
identify  your  failings  with  his.  That 
hardly  makes  for  hero-making. 

How  well  does  a  Well-Known 
come  off  in  his  valet's  memoirs, 
revelations? 

Does  Napoleon  seem  so  Napo- 
leonic when  we  learn  that  he  may 
have  lost  at  Waterloo  because  he 
spent  much  of  the  day  on  the  loo? 
Or  Churchill  so  Churchillian  dur- 
ing World  War  II  when  his  per- 


sonal physician  portrays  him  as  a 
cantankerous,  heavy-drinking  boor? 
How  often  does  Jackie  Onassis  ap- 
pear as  a  courageous,  thoughtful, 
beautiful,  gracious  lady  in  books 
written  by  legions  of  ex-secretaries, 
cooks,  maids,  chauffeurs? 

Diaries  do  men  no  better.  What 
makes  a  diary  intriguing?  The  fact 
that  diar(rh)ees  treat  it  as  a  con- 
fessional. People  talk  about  tin- 
great  things  like  stomachaches  or 
a  friend's  poor  taste  in  clothes. 
They  vent  frustrations  they  would 
not  dare  do  in  public  or  even  in 
private.  Secrets  are  revealed.  But 
such  companions  do  their  history- 
minded  masters  ill. 

One  of  the  great  contemporaries 
of  World  War  I  was  the  chief  of 
the  British  Empire's  Imperial  Gen- 
eral Staff,  Sir  Henry  Wilson.  When 
he  was  killed  by  Irish  fanatics  in 
1922,  his  reputation  was  tower- 
ing—until his  wife  published  his 
diaries.  Instead  of  a  farsighted, 
brilliant,  energetic,  principled  pa- 
triot, there  appeared  a  narrow, 
spiteful,  scheming  man  more  con- 
cerned, it  sometimes  seemed,  with 
his  career  than  with  his  country. 


Nor  is  it  edifying  at  times  to 
learn  how  some  of  the  Great  Deci- 
sions in  history  were  arrived  at. 
Imagine  how  FDR  would  look  if  we 
had  tapes  of  him  saying  something 
on  Social  Security  like,  "Well,  boys, 
let's  hope  this  sop  will  steal  tiie 
thunder  from  the  Townsend  Plan." 

"Clear  it  with  Sidney"  was  bad 
enough! 

Other  examples  abound.  Do 
dead  authors'  reputations  rise  when 
all  their  unpublished  material  is 
published?  Are  people  so  worship- 
ful of  George  Washington  when 
they  learn  he  padded  expense  ac- 
counts? Or  wore  wooden  dentures? 

Perhaps  President  Nixon  meant 
to  destroy  the  tapes  after  using 
them  in  preparing  his  memoirs. 
But  he  might  have  remembered 
that  people  plan  to  do  many  things 
with  private  papers  when  the  un- 
expected intervenes. 

Historians  recognize  that  one 
measure  of  historical  greatness  is 
how  well  the  greats  hide  their 
skeletons  and  their  shortcomings. 

Reverence  requires  mystery. 

Not  recordings. 

-M.S.  Forbes  Jr. 
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Chase's  Moscow  Office  makes  complex  East-West  trade 

a  little  less  complex. 


i 


Let's  face  it.  The  evolving  East-West  trade  situa- 
tion is  still  taking  shape.  But  it's  important  for  every- 
Mhly. 


reach  billions  of  dollars  a  year  within  five  years. 

And  because  so  many  businesses  are  looking  for 
opportunities  to  sell  or  buy  there. 

So  Chase  became  the  only  U.S.  bank  with  an 
office  in  Moscow. 

Now  you  can  get  banking  insights  on  developing 
business  relationships  in  the  Soviet  Union  direct 
from  our  r\/loscow  office.  And,  of  course,  you  can 
get  rapid  answers  foryour  import-export  questions. 

With  the  growing  pace  with  which  important,  yet 
complicated  opportunities  are  opening  up,  we 
thought  it  time  to  put  a  senior  Chase  banker  right 


In  the  center  of  this  market. 

In  addition  to  our  Moscow  office,  we  have  another 
in  Vienna  for  dealings  in  Eastern  Europe.  Both  of 
., 1 1,^^  i^,.  o  «^r^Q,^lQli7oH  Mpw  York  Staff 


ineiTi  are  ucior\cu  uy  a  i,f--v^«./."..^^-- 

and  by  the  international  resources  and  information 
network  of  the  entire  bank. 

Our  Moscow  representative  can  be  contacted  at: 
Metropol  Hotel,  1  Karl  Marx  Square,  Room  227, 
Moscow,  U.S.S.R.  Tel:  225-62-27. 

From  1  Chase  Manhattan  Plaza  to  1  Karl  Marx 
Square,  we're  international  money  experts  with  a 
knack  for  making  good  sense  out  of  confusing  East- 
West  trade  talk. 


you  have  a  friend  at  Chase  Manhattan. 
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Budget  cuts. 

Luncheon  meats  packed 
by  cost-trimming  systems. 


The  homemaker  wants  quality  and  value  for  her 
luncheon-meat  dollar.  Packers  of  salvage  and  spe- 
cialty meats  can  give  her  both,  with  the  help  of  sys- 
tems from  Chemetron's  ANCO/MEPACO  division. 

These  systems  handle  a  wide  range  of  basic  pro- 
cesses for  meat  packers:  sausage  mixing,  blending, 
curing,  molding,  stuffing,  and  smoking.  One  such 
ANCO  system  stuffs  almost  any  kind  of  sausage.  And 
stuffs  it  under  vacuum  to  help  eliminate  trapped  air  and 


moisture.  So  it  makes  a  uniformly  dense,  firm  sausage 
that  keeps  its  color  and  flavor  slice  after  slice. 

Other  Chemetron  divisions  supply  basic  products 
and  equipment  for  not  only  food  processing,  but  for 
more  than  40  other  major  markets.  Including  power 
generation,  shipbuilding,  automotive,  health-care,  and 
more.  For  information  on  Chemetron,  write  for  our  new 
booklet,  "The  Basics."  Chemetron  Corporation,  111 
East  Wacker  Drive,  Chicago,  Illinois  60601,  Dept.  B 


Chemetron 
builds  the  basics. 


CHEfflETROn 

We're  basic  to  success. 


Clearer  skies  and  automobiles  can  go  together. 
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Tenneco  Chemicals.      Land  Development. 
Medicines,  plastics,       Year-round 


lors,  specialties 
dustry. 


recreational 
communities. 


J  I  Case 
Modern  tarm 
and  construction 
equipment. 


Tenneco  Oil.  Exploring  Newport  News  Ship-  ^f^'^f  "F/"''' 

lor  new  sources  building.  Expanding  oJ^^P"/''^^;^. 

throughout  the  to  meet  the  needs  ^f ^'^J^?'"^ '"/- 

world  ol  tomorrow.  nation  s  gooas. 


Natural  Gas 

pipelining. 
Fueling  America's 
energy  needs 


Clean,  cleat;  fresh  air 


be  one  of  our 
healthiest  new  markets. 


When  "noise  pollution"  was  the  gremlin  that 
lurked  inside  every  car's  engine,  Tenneco's 
Walker  Manufacturing  responded. 

The  result:  Walker  nnufflers  are  turn- 
ing roars  into  purrs  in  one  out  of  every  four 
cars  on  the  road  today. 

Nowthat  "air  pollution"  is  a  major 
concern,  Walker  has  responded  again.  At 
the  moment,  we  hold  more  than  40  patents 
for  auto  emission  control  devices. 

And  Walker  will  supply  a  substantial 
portion  of  a  new  car  manufacturer's  catalytic 
converter  hardware  requirenr>ents  for 
1975-77  model  cars. 

We  are  now  preparing  to  market 
such  products  as:  the  monolithic  platinum 
catalytic  converter,  the  pelletized  catalytic 
converter,  the  thermal  reactor,  and  mufflers 
and  pipes  to  operate  in  conjunction  with 
these  new  emission  control  systems. 

It's  just  another  example  of  how 
Tenneco  is  helping  to  come  up  with  the 
answers  to  today's  problems. 


And  it  makes  sense  that  those  who 
come  up  with  the  answers  are  those  who'll 
come  up  with  the  business. 

In  another  area,  we  have  developed, 
with  Westinghouse,  a  new  offshore  Platform 
Mounted  Nuclear  Power  Plant  whose  impact 
on  the  landscape  will  be  reduced  to  an  un- 
obtrusive silhouette  on  the  ocean's  horizon. 

In  petroleum,  we  are  successfully 
exploring  the  most  promising  areas  of  the 
world.  And  we  are  expanding  our  shipbuilding 
capacity  to  help  meet  the  growing  demand 
^or  large  commercial  ships. 

We  are  also  building  better  construc- 
tion and  farm  equipment.  Marketing  premium 
quality,  fresh  fruits  ana  vegetables.  Develop- 
ing whole  new  communities.  Finding  new 
ways  to  package  the  nation's  goods.  And  in 
chemicals  we  are  continuing  to  test  and  de- 
velop many  specialties  for  industry  including 
an  incredibly  long-lasting  synthetic  lubricant. 

All  good  prospects  for  a  hea  thy 
and  promising  future. 


BUILDING  BUSINESSES  IS  OUR  BUSINESS 


Will  everyone 
who  thinks 
auto  insurance 
costs  too  much 
please  stand  up? 


America  needs  action  on  No-Riult 

Now's  your  chance  to  be  heard.  State  legislatures 
are  convening  and  they're  the  ones  who  decide  the 
kind  of  auto  insurance  you  live  with.  Many  have 
already  scheduled  discussions  of  No-Fault  laws. 


What's  No-Fault?  Simple.  Accident  settlements 
are  based  on  loss  instead  of  blame.  Your  insurance 
company  pays  your  actual  medical  costs,  lost 
wages,  other  economic  loss.  The  other  driver's 
company  pays  his.  It's  fast  and  fair.  Lawsuits  to 
decide  fault  are  eliminated.  So  money  is  saved. 


It  works,  too.  For  example,  a  No-Fault  law  be- 
came effective  in  Massachusetts  in  1971.  The  first 
year  alone  saved  car  owners  more  than  $61 ,000,000 
on  the  cost  of  their  auto  insurance. 


LI  FE&  CASUALTY 


So  now's  the  time  to  ask  for  action  in  your  state. 
You  can  urge  a  strong  law  that  reduces  insurance 
costs  and  returns  more  of  your  premium  dollar  in 
benefits  to  you.  And  when  that  kind  of  law  is  pro- 
posed, you'll  find  ^Etna  supporting  it  every  way 


You'd  expect  an  idea  this  good  would  spread  fast, 
but  only  a  few  states  have  done  anything  about 
it.  Where  the  law  is  strong  and  eliminates  most 
lawsuits,  insurance  costs  have  come  dovn.  When 
the  law  doesn't  reduce  lawsuits,  little  is  saved. 
Most  states  have  not  acted  at  all. 


we  can. 


You  get  ocfloii 

with  /Etna 


A  Giant  Comes  Back  to  Life 


Forbes 


/leaving  a  mu/tibii/ion-cfoiiar  company  bacfc  up 
tfie  profitability  ladder  is  a  tough  job. 
Monsanto  has  shown  it  can  be  done. 


In  the  summer  of  1973  announce- 
ments of  large  earnings  gains  by 
American  companies  have  become 
rather  commonplace.  Business  is 
booming  this  year,  in  almost  every  in- 
dustry. But  for  sheer  drama— and 
surprise— it  is  hard  to  beat  the  first- 
half  gain  turned  in  by  St.  Louis' 
Monsanto  Co.,  the  nation's  third-larg- 
est chemical  producer. 

Monsanto  netted  more  during  the 
first  six  months  of  1973  than  it  had 
in  any  previous  full  year— some  $139 
million,  or  $4.06  per  share.  It  did  so 
on  a  comparatively  small  15%  increase 
in  sales,  to  $1.36  billion. 

When  security  analysts  first  got 
wind  of  Monsanto's  spectacular  leap, 
in  mid- June  at  a  private  dinner  meet- 
ing in  New  York,  the  first  reaction 
was  stunned  silence.  Then  one  analyst 
began  to  snicker  incredulously,  and 
soon  the  whole  room  was  roaring 
with  laughter. 

The  surprise  was  understandable. 
Many  people  had  put  Monsanto 
down  as  one  of  those  mature,  almost- 
impossible-to-tum-around,  giant  com- 
panies—commodity-bound and  hope- 
lessly diverse.  Since  earning  a  record 
$3.86  per  share  way  back  in  1965,  its 
earnings  had  failed  to  grow.  When 
the  whole  chemical  industry  bombed 
out  in  1970-71,  Monsanto's  return 
on  stockholders'  equity  slumped  to 
around  Q%  to  7%.  The  skeptics  nodded 
knowingly  early  in  1972  when  its 
president  of  just  three  years,  the 
55-year-old  Edward  J.  Bock,  sudden- 
ly elected  early  retirement.  Monsanto 
was  fouled  up. 

Now,  suddenly,  Monsanto  is  look- 
ing at  earnings  of  $6  per  share  for 
1973,  and  pDssibly  more.  (Monsanto's 
first  half  is  ^always  much  better  than 
its  second,  because  of  heavy  agricul- 
tural chemical  sales  in  the  early 
months  of  the  year.)  That's  almost 
twice  the  $3.49  it  earned  in  1972  as 
the  chemical  industry  rebounded  from 
its  recession.  The  profits  are  pouring 
in  so  fast  these  days  that  Monsanto's 
cash  balance  swelled  from  $75  million 
to  $360  mQlion  in  18  months. 

Best  of  all.  Bock's  successor,  former 
Procter  &  Gamble  executive  vice  presi- 
dent John  W.  Hanley,  and  the  rest  of 
Monsanto's  top  brass  believe  they  can 
maintain    the    company's    new-found 


level  of  profitability.  True,  almost 
every  chemical  company  is  spurting 
ahead  in  1973.  Dow  and  du  Pont 
will  net  around  20%  on  equity,  up 
from  their  usual  14%  to  15%;  some  of 
the  sub- 10%  earners  will  earn  more 
than  10%.  But  Monsanto,  which  has 
averaged  8.4%  for  the  past  five  years, 
will  probably  earn  over  15%. 

This  is  certainly  great  news  for 
Monsanto's  stockholders,  whose  shares 
have  already  jumped  from  5OJ2  to 
585^  since  the  first-half  earnings  were 
announced  last  month.  But  it  also 
is  a  large  measure  of  personal  vindica- 
tion for  Ed  Bock  {see  caption).  For 
many  things  that  are  breaking  right 
for  Monsanto  these  days  trace  back 
to  moves  he  made  as  president. 

Bock,  a  mechanical  engineer  and 
ex-All-American  guard  from  Iowa 
State  University,  is  an  interesting  man. 
It  is  now  clear  he  was  willing  to 
sacrifice  his  own  record  as  president 
for  the  good  of  the  company.  For 
example,  when  things  were  darkest  for 
Monsanto  in  1970,  when  its  profits 
were  plummeting  to  $2.17  per  share, 
he  had  the  courage  to  lay  out  $300 
million  that  year  to  update  and  mod- 
ernize its  plant  and  equipment,  a  move 
many  another  company  president  to- 
-day wishes  he  had  had  the  guts  to 
make.  Now,  with  the  chemical  busi- 
ness going  great  guns,  Monsanto  has 
enough  eflBcient,  low-cost  plant  to 
reap  the  greatest  benefits. 

Bock  did  other  things,  too,  to  up- 
grade Monsanto's  future  profits.  Mon- 
santo's diversity  had  gotten  out  of 
control  in  the  late  Sixties,  so  Bock 
hired  Cresap,  McCormick  &  Paget, 
the  management  consulting  firm,  to 
come  up  with  a  reorganization  plan. 
By  1971  he  had  restructured  Mon- 
santo into  four  operating  divisions: 
an  Industrial  Chemicals  division  that 
turns  out  rubber  chemicals,  phos- 
phates and  specialty  chemicals  (in 
which  Monsanto  has  a  leading  market 
position),  plus  process  chemicals  like 
plasticizers;  a  Textiles  division  that 
makes  acrylic  and  nylon  fibers  (and 
ranks  second  only  to  du  Pont  in  those 
markets);  a  Polymers  and  Petrochem- 
icals division  that  produces,  among  a 
host  of  chemicals,  plastics  like  ABS 
and  acrylonitrile  (in  both  of  which 
Monsanto  has  the  market  lead)   and 


Who's  Crying?  The  abrupt  1 972 
departure  of  Ed  Bock,  now  57,  from 
Monsanto  was  amicable,  if  not  en- 
tirely voluntary;  he  seemingly  was  a 
victim  of  worry  by  the  directors 
over  the  slow  payoff  from  the  drastic 
moves  he  instituted.  But  Bock  is 
hardly  suffering.  "The  turnaround," 
he  says,  laughing,  "took  longer  than 
I  thought."  He  remains  an  active 
consultant  to  Monsanto  and  has 
gone  into  a  whole  line  of  personal 
businesses:  health-food  stores,  auto 
tune-up  centers  and  land  develop- 
ment. He  sometimes  plays  golf  with 
his  successor,  John  Hanley. 

a  Commercial  Products  division  that 
turns  out  herbicides  (where,  again, 
Monsanto  dominates  the  field),  plus 
plastic  containers  and  electronic  and 
optoelectronic  devices. 

Says  one  Monsanto  director:  "When 
Bock  left,  we  were  eight  months  with- 
out a  president.  The  only  thing  that 
kept  the  ship  together  was  that  re- 
organization." 

Bock  also  did  a  pretty  fair  job  of 
cutting  down  marketing,  administra- 
tive and  technological  expenses.  Be- 
tween 1969  and  1972  Monsanto's 
overhead  costs  declined  from  16.6 
cents  on  the  sales  dollar  to  14.1  cents. 
So  while  Monsanto  seemed  fat  and 
sluggish,  just  the  opposite  was  hap- 
pening under  Bock's  strict  diet. 

But  while  these  standard  maneu- 
vers  were  being  accomplished,   Bock 
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was  also  rearranging  Monsanto's  prod- 
uct lines.  They  needed  rearranging. 
With  a  couple  of  exceptions,  Mon- 
.santo,  like  Union  Carbide,  had  grown 
heavy  in  commodity  chemicals.  It 
lacked  the  concentration  in  specialty 
chemicals  and  consumer  products  that 
enables  du  Pont,  Dow  and  Hercules 
to  return  higher  profits. 

Bock  set  about  correcting  this  de- 
ficiency. He  got  Monsanto  out  of  its 
money-losing  low-density  polyethylene 
business.  He  began  making  higher 
profit  resins  and  plasticizers  from  two 
of  the  company's  old-line  commodities, 


methanol  and  phthalic  anhydride.  In 
textiles,  he  abandoned  slow-growing 
40-denier  nylon  fiber  and  moved  into 
the  peppier  field  of  carpet  fibers.  In 
phosphates,  one  of  Monsanto's  big 
sellers,  he  shifted  the  emphasis  from 
lower  margined  fertilizers  to  food  and 
detergent  applications.  In  commercial 
products,  he  acquired  Fisher  Instru- 
ments in  the  depths  of  the  electronics 
industry's  1970  recession.  Today  Fish- 
er is  riding  the  crest  of  the  boom  in 
increased  capital  spending  for  its 
process  control  instruments. 

To  John  Hanley,  Bock's  strapping, 


energetic  successor,  now  falls  the  job 
of  keeping  up  the  momentum— as  he 
puts  it,  "to  take  a  whack  at  repealing 
Parkinson's  Law."  Already,  in  only 
nine  months  as  CEO,  Hanley  has 
divested  four  smallish  operations. 
Several  others,  including  the  En- 
virochem  subsidiary  (which  manufac- 
tures environmental  control  devices 
and  systems)  and  the  company's  poly- 
,ester  filament  operations,  could  go. 

Monsanto  still  doesn't  make  the 
kind  of  money  that  du  Pont  and  Dow 
make,  but  it  has  moved  a  couple  of 
giant  steps  closer.  ■ 


The  Deflation  of  Larry  Tisch 

The  dollar  is  not  the  only  thing 
deflated  these  days. 
So  are  a  good  many  stock  market 
reputations— not  the  least  of  them 
Larry  Tisch's. 


Tisch 
of  Loews 


They  called  him  a 
genius  for  more  than 
a  decade.  Laurence 
A.  Tisch's  ego  was 
nurtured  by  his  press 
agents,  by  the  press 
itself,  and  by  Wall  Street  analysts,  all 
of  whom  proclaimed  him  as  a  man 
who  could  turn  lead  into  gold.  The 
result:  In  two  years  in  the  late  Six- 
ties, the  stock  of  Tisch's  Loews  Corp. 
swept  from  3^2  to  61. 

Tisch  has  taken  several  recent 
blows.  He  ordered  $9  million  in 
Equity  Funding  stock  just  days  before 
the  collapse,  and  stands  to  lose  it  un- 
less he  can  win  a  court  battle  against 
paying.  He  lost  in  his  bid  for  Gimbel 
Bros.,  the  New  York  store  group, 
and  barely  broke  even  when  Gimbels 
was  taken  over  by  British-American 
Tobacco.  Loews'  earnings  were  off 
37%  in  the  quarter  ended  May  31. 
And  the  Loews  stock  portfolio,  once 
the  wonder  of  Wall  Street,  is  down  in 
value  by  about  $43  million. 

Inevitably,  in  those  same  12  months, 
Loews'  stock  dropped  to  26,  a  sick- 
ening 50%.  It  might  have  dropped 
even  more  except  for  the  fact  that 
Tisch  had  Loews  buy  1.5  million  of 
its  own  shares. 

Has  the  magician  lost  his  touch? 
The  truth  of  the  matter  is  this:  De- 
spite his  publicity  buildup,  he  was 
never  a  magician  but  a  bold,  brassy 
operator  who  rode  a  tide  that  since 
has  ebbed.  It  all  recalls  John  Ken- 
neth Galbraith's  famous  crack:  "Fi- 
nancial genius  is  a  short  memory  and 
a  rising  stock  market." 

Larry  Tisch  graduated  at   18  from 


New  York  University,  collected  a 
master's  degree  from  Wharton  at  19 
and  spent  World  War  II  concocting 
unbreakable  codes  for  the  OSS.  Then, 
with  his  younger  brother  Robert, 
Tisch  went  into  the  hotel  business 
after  the  war. 

Tisch  grasped  that  the  hotel  busi- 
ness is,  in  a  sense,  the  real  estate 
business.  Hotels  can  generate  a  good 
deal  of  cash  flow.  Larry  Tisch  used 
the  cash  from  his  first  hotels  to  ac- 
quire Loews,  the  movie-theater  chain— 
which  is  also,  in  a  sense  in  the  real- 
estate  business— and  then,  in  1969, 
Lorillard  Corp.,  the  nation's  oldest  to- 
bacco company.  Lorillard  was  seven 
times  bigger  than  Loews,  and  the  move 
was  acclaimed  as  sheer  genius.  Ge- 
nius? Tisch  simply  did  what  everyone 
was  doing  then:  used  "Chinese  Paper" 
debentures  (plus  .some  warrants)  to 
buy  real  assets.  Tisch  persuaded  Loril- 
lard holders  they  were  getting  a  good 
price,  but  all  they  were  really  getting 
was  Loews  paper.  The  debentures  to- 
day sell  at  about  70  cents  on  the  dol- 
lar, the  warrants  at  a  fraction  of  their 
original  value. 

Lorillard  wasn't  an  especially  good 
company  then.  It  isp't  now.  In  fact, 
its  small  market  share  has  shrunk 
further  since  Tisch  took  over.  But 
Tisch  was  always  more  interested  in 
numbers  than  in  products.  His  biggest 
coup  was  to  revalue  Lorillard's  assets, 
thus  claiming  Loews'  costs  were 
higher,  its  profits  lower— thus  saving 
some  $57  million  in  tax  payments. 

Even  while  it  was  slipping,  Loril- 
lard continued  to  throw  off  huge 
amounts   of   cash.    Lorillard    was    the 


happy  beneficiary  of  rising  cigarette 
prices  and  reduced  advertising  costs, 
offsetting  its  market  share  losses. 

Loews  was  loaded  with  cash.  Tisch 
poured  it  into  the  stock  market. 
Loews'  investment  portfolio  rose  in 
value  from  $171  million  in  1969  to 
$443  million  in  1972.  Tisch  became 
known  in  Wall  Street  as  a  really  sharp 
investor. 

He  bought  and  sold  constantly.  Of 
the  148  stocks  in  Loews'  last  pub- 
lished portfolio,  only  16  had  been  held 
for  three  years  or  longer,  only  42  for 
as  much  as  two  years.  Mostly  Tisch 
bought  conservative  stocks— banks, 
utilities,  railroads.  "There  is  a  certain 
amount  of  safety  in  high-yielding 
stocks,"  says  Tisch. 

But  not  spectacular  gains.  As  the 
Loews  portfolio  rose  by  160%  in  mar- 
ket value,  Tisch  admits,  "most  of  the 
increase  came  from  cash  flow  from 
other  parts  of  Loews'  business."  With 
the  shrinkage  of  $43  million  in  mar- 
ket value,  Tisch  admits,  the  port- 
folio today  is  not  even  worth  what 
Loews  paid  for  it. 

Events  have  deflated  Tisch's  rep- 
utation. He  recently  raised  around 
$50  million  by  selling  off  Lorillard's 
candy  subsidiary,  some  movie  houses 
and  land,  but  when  it  was  suggested 
to  him  that  he  needed  the  money  to 
reduce  Loews'  massive  $6I5-million 
debt  (vs.  $397  million  in  equity), 
he  grew  hot  under  the  collar.  Hc- 
dismi.ssed  the  drop  in  ean)ings  in  the 
last  quarter  as  temporary.  Earnings 
were  down,  he  said,  Ijecause  of  the 
slack  hotel  and  movie  businesses. 
"They'll  be  up  again." 

Lorillard  has  problems.  Its  market 
share  has  dropped  from  10%  to  8.6%. 
It  now  must  spend  more  on  advertis- 
ing to  prevent  further  slippage  and 
must  buy  more  leaf  tobacco  after  the 
$27-million  cut  in  inventory  in  1970 
a  cut  that  helixid  Loews  build  up  ils 
stock  market  portfolio. 

Goodbye,  Larry  Tiscli,  slock  mai 
ket  genius.  Hello,  Larry  Tisch,  busi 
nessman— with  problems.  ■ 
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The  Stork 
vs. 

the  Steel  Mill 


Does  the  flutter 

of  the  stork's  wings 

spell  the  end 

of  Mexico's  prosperity 

and  stability? 

Mexico  is  known  to  millions  of  Amer- 
icans as  the  land  of  the  mariachi;  of 
fabulous  but  still  reasonably  priced 
vacations;  and  of  one  of  the  world's 
best  economic  growth  rates.  If  you 
believe,  however,  in  simple  statistical 
projections,  Mexico  is  in  deep  trouble. 

The  enemy  is  the  stork.  Mexico's 
population  of  50  million  is  growing  at 
3.7%  a  year,  a  full  1%  higher  than 
India's  disastrous  birthrate.  Even  al- 
lowing for  a  slowdown  in  the  birth- 
rate, there  will  be  100  million  Mexi- 
cans within  20  years,  and  nowhere  in 
sight  are  the  food  and  jobs  to  sustain 
them.  Not  even  zero  population 
growth  would  save  the  situation,  be- 
cause past  growth  has  created  too 
many  potential  mothers  who  are 
about  to  reach  childbearing  age.  More 
than  half  the  population  is  under  20 
years  old. 

The  economy  is  not  at  fault.  It  has 
been  growing  at  an  average  annual 
rate  of  7%  or  so  for  20  years;  only 
Japan  beats  that  for  fast,  sustained 
growth.  Even  though  agriculture,  the 
traditional  occupation,  is  bogged  down 
in  low  productivity,  this  vital,  vibrant 
economy  is  providing  something  like 
250,000  new  jobs  every  year  in  com- 
merce and  industry.  But  something 
like  700,000  young  Mexicans  come 
into  the  job  market  every  year,  may- 
be more. 

In  a  country  where  there  is  no 
such  thing  as  a  dole  and  where  social 
security  covers  only  an  elite  of  3  mil- 
lion workers  and  their  families,  life  is 
merciless:  No  job,  no  food.  You  see 
this  not  only  in  the  beggars,  but  in 
the  thousands  of  people  trying  to  eke 
out  a  few  pesos  selling  lottery  tickets 
or  chewing  gum  in  the  streets  of  ev- 
ery large  city.  The  desperation  shows 
all  along  the  U.S. -Mexican  border, 
where  the  illegal  migrants— wetbacks 
—increase  year  by  year.  "It's  our  ba- 
rometer of  conditions  in  Mexico,"  a 
U.S.  oflBcial  ^ys.  "We  can  feel  the 
pressure  on  the  border."  This  year, 
even  with  Mexico's  economy  going 
strong,  the  U.S.  Government  has  be- 
gun to  use  electronic  sensing  devices 
on  what  has  been  for  generations  an 
undefended     border.     Over     500,000 


illegals  will  be  sent  back  this  year,  but 
another  million  remain,  having  success- 
fully slipped  in  over  the  years. 

Mexico  is  one  of  the  great  contra- 
dictions of  the  modern  world.  Here  is 
a  once  poor  country  that  has  done 
everything  right.  It  has  achieved  sta- 
bility, established  the  rule  of  law,  en- 
couraged free  enterprise  and  greatly 
raised  the  level  of  education.  Yet  all 
this  prosperity  and  stability  has  only 
made  the  population  problem  worse. 
Mexico  is  smothering  in  people.  Mex- 
ico City,  the  El  Dorado  for  the  rural 
poor,  now  has  8.5  million  inhabitants 
and  gains  700,000  ever  year.  What 
has  been  called  the  "terrible  patter 
of  tiny  feet"  has  become  thunder  to 
all  thoughtful  Mexicans. 

Luxuries  and  Poverty 

A  major  consequence  of  the  popu- 
lation problem  is  that  the  prosperity 
'has  been  uneven.  About  half  of  the 
population,  the  people  with  jobs  and 
businesses,  is  sharing  in  it— with 
shoes,  with  bicycles,  even  with  cars, 
refrigerators  and  TVs.  The  other  half, 
the  masses  of  peasants,  are  living 
roughly  as  they  lived  30  years  ago: 
Twenty-eight  percent  of  the  popula- 
tion is  still  illiterate,  20%  is  shoeless, 

"This  country  faces  an  imminent 
social  crisis  of  serious  proportions." 
The  man  who  says  this  is  no  malcon- 
tent, but  Fausto  Zapata,  Undersecre- 
tary of  the  Presidency  and  one  of 
the  most  influential  men  in  the  ad- 
ministration of  President  Luis  Eche- 
verria  Alvarez, 

In  attempting  to  deal  with  the 
situation,  President  Echeverria  has  be- 
wildered some  outsiders  by  zigging 
and  zagging.  He  has  made  fiery 
speeches  denouncing  vested  interests, 
repeatedly  praised  Chile's  Marxist 
President  Salvadore  AUende  and  oth- 
erwise frightened  his  own  propertied 
classes  and  a  number  of  Americans. 
But  as  alarming  as  his  speeches  some- 


times sound.  President  Echeverria  has 
acted  with  complete  moderation. 

He  has  talked  of  income  redistri- 
bution—a scary  issue  in  a  land  where 
the  rich  are  very,  very  rich  and  the 
middle  class  are  very,  very  comfort- 
able. His  cabinet  ministers  talk  of  jail- 
ing tax  evaders,  of  increasing  tax  col- 
lections 30%  and  of  rural  development 
to  keep  the  newborn  Mexicans  from 
flooding  into  the  cities.  Tobacco  and 
sugar,  two  ailing  and  scandal-ridden 
industries,  have  been  nationalized. 
There  is  a  new  5%  payroll  tax  to  pro- 
vide a  revolving  credit  for  low-cost 
housing;  a  tightening  of  the  rules 
for  foreign  technology  and  investment; 
and  increased  spending  and  invest- 
ment in  the  government  sector.  How- 
ever, under  Echeverria,  Mexico  re- 
mains very  much  a  free-enterprise 
economy. 

President  Echeverria,  an  idealistic 
but  practical  man,  makes  no  secret 
of  the  fact  that  he  would  like  to  go 
faster  in  social  and  tax  reform,  under 
a  "forceful  social  welfare  policy,"  but 
concedes  that  he  cannot  afford  to 
frighten  businessmen  and  the  foreign 
investors.  Local  businessmen— who  are 
used  to  being  pampered  by  their  gov- 
ernment, not  prodded— have  twice 
recently  pulled  out  upwards  of  $500 
million  from  Mexican  banks.  Each 
time,  the  businessmen  later  cooled  off 
and  returned  the  money.  "The  flight 
of  pesos,"  says  David  Ronfeldt  of  the 
Rand  Corp.,  "seems  to  be  the  wealthy 
class'  political  lever."  So,  the  money 
remains  hotter  than  an  enchilada,  and 
Echeverria  remains  a  would-be  re- 
former who  must  face  the  facts  of  life. 

In  dealing  with  the  stepped-up  in- 
flation—a big  problem  in  Mexico  as 
elsewhere  in  the  world— the  govern- 
ment last  month  adopted  some  rather 
stringent  but  perfectly  orthodox  mea- 
sures: price  controls  on  basic  com- 
modities and  what  seems  to  be  a 
virtual  embargo  on  new  credit.  Efforts 
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were  made  to  favor  agriculture;  the 
credit  crunch  does  twt  apply  to  the 
agricultural  sector.  A  question  re- 
mains: How  much  capital  can  Mexi- 
can agriculture  really  absorb  under 
present  circumstances?  The  fact  is 
that  Mexico's  old  problems  do  not 
yield  easily  to  the  money  cme.  In 
rural  development,  there  are  age-old 
problems  of  ignorance,  of  suspicion 
among  the  peasants.  The  land-tenure 


ment    and    chemicals    and    steel    are 
growing  12%  to  15%. 

Foreign  businessmen  with  plants  in 
the  country  have  nothing  but  praise 
for  the  Mexican  worker:  dexterous,  in- 
telligent, unafraid  of  hard  work.  At 
least  one  American  businessman  is 
convinced  that  Mexican  plants  could 
eventually  turn  out  consumer  goods 
for  the  U.S.  market  if  U.S.  tariffs 
would  permit  it;  already  Volkswagen 


"Poor  Mexico.  So  far  from  God.  So  c/ose  to  the  United  States." 

So  said  Mexico's  famous  dictator  (from  1877  to  1911),  Porfirio  Diaz. 

But  the  closeness  to  the  U.S.  has  turned  out  to  be  one  of 

modern  Mexico's  great  advantages,  because  it  brings  in  close  to  $1  billion 

worth  of  tourism  a  year  and  it  creates  a  thriving  border 

industry  wherein  U.S.  companies  assemble  goods  for  U.S.  markets. 


system,  a  sacred  cow  in  Mexico, 
makes  for  tiny  plots  or  for  a  curious 
form  of  communal  ownership  incap- 
able of  eflBcient  production. 

Still,  if  Mexico  can  keep  its  people 
out  on  the  farm,  it  may  be  able  to 
deal  with  the  situation.  "If  we  can 
find  ways  to  keep  people  in  farming," 
says  Ernesto  Fernandez  Hurtado,  bril- 
liant young  director  of  the  Bank  of 
Mexico,  "we  can  handle  the  situation 
with  our  7%  growth  rate— after  all, 
our  growth  rate  is  still  twice  our  birth- 
rate. But  if  industry  alone  has  to 
absorb  all  the  new  people,  we  would 
need  a  20%  growth  rate."  And  no 
country  has  ever  attained  that. 

The  healthy  part  of  Mexico's  econ- 
omy has  never  been  healthier.  Mexi- 
co's economy  slowed  somewhat  in 
1971,  as  it  usually  does  in  a  new  ad- 
ministration's first  year  in  office,  but 
it  is  right  back  on  line  now.  Indus- 
trial production  is  growing  at  a  rate  of 
10%  a  year;  basic  industries  like  ce- 
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recreation  vehicles,  called  "Things," 
manufactured  in  Mexico  are  being 
sold  in  the  U.S.  In  the  so-called 
border  industries,  U.S.  companies  use 
Mexican  workers  on  Mexican  soil  to 
make  parts  and  to  assemble  U.S. 
products  for  export  overseas. 

Moreover,  Mexico  is  investing  heav- 
ily and  intelligently  in  its  most  prom- 
ising industry:  tourism.  European 
tourism  is  being  hurt  by  devaluation  of 
the  dollar;  Caribbean  tourism  is  being 
hurt  by  high  prices  and  by  black  pow- 
er hostility  to  white  skins.  But  Mex- 
ico has  everything  going  for  it:  prox- 
imity to  the  U.S.,  good  weather  and 
reasonable  prices.  A  first-class  hotel 
room  in  Mexico  City  still  costs  about 
$25  a  day  (double);  in  smaller  places 
$15.  And  $10  still  buys  an  excellent 
four-course  meal  in  Mexico  City. 

This  year  something  like  4  million 
American  tourists  will  visit  Mexico  and 
leave  behind  them  about  $900  mil- 
lion.  This   will   represent   a    12%   gain 


over  the  year  before.  All  the  indica- 
tions are  that  1974  will  produce  an- 
other major  gain— carrying  tourism 
past  the  $l-billion  mark  as  a  foreign- 
exchange  earner  for  Mexico. 

Tourism  is  really  the  ideal  iiidustry 
for  Mexico.  It  produces  the  foreign  ex- 
change that  more  than  cancels  out  the 
country's  overall  trade  deficit.  It  also 
provides  millions  of  badly  needed  jobs. 
Tourism  is  a  labor-intensive  industry. 
The  government  estimates  that  for 
every  new  hotel  room  built,  about 
1.5  new  jobs  are  created;  that  $1,200 
in  capital  creates  a  job  in  tomism  vs., 
say,  $22,000  in  oil.  Acapulco,  once  a 
sleepy  village  of  3,000,  now  supports 
200,000  people,  virtually  all  living 
on  tourism. 

At  Cancun  on  the  peninsula  of 
Yucatan,  the  Mexican  government  has 
committed  $100  million  to  turning  an 
uninhabited  stretch  of  sand  and  jun- 
gle into  a  brand-new  Acapulco.  The 
resort,  it  hopes,  will  eventually  pro- 
vide a  livelihood  for  700,000  people 
and  earn  $100  million  a  year  in  for- 
eign exchange.  A  government  corpora- 
tion is  doing  the  land  developing,  in- 
suring that  at  least  part  of  the  profits 
are  recaptured  by  the  state  rather 
than  by  private  interests,  and  insuring, 
too,  that  ecology  and  long-range  plan- 
ning are  not  sacrificed  to  immediate 
profit.  The  whole  project  is  headed  by 
a  sharp  young  Harvard  Business 
School  graduate,  Antonio  Enriquez 
Savignac,  who  learned  marketing  at 
Young  &  Rubicam  de  Mexico. 

The  government  has  plans  for  at 
least  two  additional  developments  of 
this  sort,  one  near  Zihuatenejo  on  the 
Pacific  coast,  one  on  the  Baja  Penin- 
sula directly  south  of  San  Diego. 

Capital-cum-Technology 

What  about  foreign  investment? 
There  has  been  some  arm-twisting  for 
Mexicanization  under  the  Echeverria 
administration— but  always  with  ut- 
terly fair  compensation;  Mexico's  rec- 
ord in  this  respect  is  second  to  none 
in  the  world.  New  laws  are  somewhat 
tougher  on  permitting  foreign  invest- 
ment unless  the  capital  brings  new 
technology  with  it;  the  Mexicans  do 
not  want  takeovers  pure  and  simple. 
But  there  is  nothing  chauvinistic 
about  these  policies:  Mexico's  Con- 
gress recently  pas.sed  a  law  making  it 
easier  and  safer  for  foreigners  to  buy 
property  in  Mexico's  beautiful  coastal 
resort  areas. 

The  fact  is  that  tens  of  ihousancls 
of  Americans  are  happy  investors  in 
Mexico.  But  not  so  nnich  in  common 
stocks— Mexico  City's  tiny  slock  ex- 
change, the  holsa,  is  frightcningly 
illiquid.  The  real  action  in  Mexico 
takes  place  off  the  stock  exchange, 
'^rhere  is  probably  $2.5  billion  in  direct 
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U.S.  inves'tinents  in  Mexico;  the  ride 
from  Mexico  City's  airport  to  down- 
town is  made  through  a  forest  of  signs 
advertising  Mexican  affiliates  of  U.S. 
companies,  from  Sears,  Roebuck  and 
Woolworth  to  General  Motors  and 
IBM.  And  for  individual  U.S.  inves- 
tors there  are  the  Mexican  investment 
banks  that  currently  pay  interest  of 
around  10%  net  of  Mexican  taxes; 
these  safe  and  profitable  financieras 
have  reportedly  attracted  something 
like  $500  million  in  savings  from  U.S. 
citizens. 

Keeping  Them  on  fhe  Farm 

But  meanwhile,  the  stork  keeps 
right  on  coming.  Mexico  gained  about 
35,000  people  last  week  and  will  gain 
35,025  next  week  and  35,050  the 
week  after,  and  on  and  on  as  far  as 
the  mind  can  stretch. 

The  government  is  trying  to  re- 
spond. The  President,  a  proud  father 
of  eight,  has  recently  reversed  him- 
self and  is  now  quietly  promoting  a 
form  of  birth  control  called  "responsi- 
ble parenthood."  It's  a  welcome  first 
step.  But  only  a  first  step. 

Can  Mexico  hold  together  under 
these  strains  of  population  and  job- 
lessness? A  pessimist  says:  "Echeverria 
and  Mexico  are  walking  a  tightrope. 


One  misstep  and.  ..."  He  points  to 
student  unrest  and  to  the  beginning 
of  terrorism— bank  robberies,  the 
kidnapping  of  the  U.S.  consul  in 
Guadalajara  and  some  little-pub- 
licized bombings  of  U.S.  businesses 
in  Mexico  City. 

The  government  does  not  deny  the 
danger  of  terrorism.  In  his  first  State 
of  the  Union  address.  President  Eche- 
verria spoke  of  a  "dehberate  plan  to 
destroy  social  tranquility."  But  so  far 
the  terrorism  has  been  at  best  a  weak 
carbon  copy  of  what  goes  on  in 
Brazil  or  Argentina  or  Colombia,  and 
is  easily  handled  by  the  authorities. 
The  government  claims  to  have  solved 
the  kidnapping  in  May  of  the  Ameri- 
can consul— plus  a  number  of  other 
terroristic  crimes— with  the  arrest  of 
11  members  of  something  called  the 
Revolutionary  Student  Front.  With  the 
announcement  last  month  that  the 
case  had  been  broken,  it  is  safe  to 
say  that  most  Mexicans  breathed  a 
sigh  of  relief. 

After  the  bloody  experience  of  their 
revolution,  which  began  in  1910  and 
dragged  on  in  one  form  or  another 
through  the  1920s,  most  Mexicans 
would  place  law  and  order  higher  in 
the  scale  of  things  than  a  meticulous 
devotion  to  civil  rights.  Take,  for  ex- 


ample, the  massacre  of  some  university 
students  by  the  army  about  fi^'e  years 
ago  in  Mexico  City:  Even  those  Mexi- 
cans who  deplored  the  massive  blood- 
shed got  the  message— that  those  who 
defy  the  law  risk  the  fury  of  the  law. 

James  W,  Willde,  a  professor  at  the 
University  of  California  at  Los  Ange- 
les, and  an  expert  on  the  Mexican 
economy,  feels  that  Mexico  will 
weather  all  its  storms.  People,  he  says, 
have  been  predicting  disaster  there 
for  decades.  "Something  always  saved 
Mexico.  First  it  was  World  War  II, 
then  the  Korean  war  and  now  it  is 
tourism.  Now  people  say  tourism 
can't  last.  Why  not?  It's  still  increas- 
ing. And  Mexico  hasn't  even  scratched 
agriculture's  potential  yet." 

"Do  not  be  misled  when  the  Presi- 
dent bobs  to  the  left,  then  bobs  to 
the  right,"  says  Manuel  Alonso, 
Echeverria's  Press  Secretary. ,  "He 
must  satisfy  all  elements,  the  radical 
students,  the  middle-of-the-roaders 
and  the  conservative  businessmen." 

True  enough,  but  neither  Eche- 
verria nor  anyone  else  can  placate 
the  stork.  Little  wonder  that  the 
Mexican  President  insists  that  the 
poorer  countries  cannot  lift  them- 
selves entirely  by  their  bootstraps 
(see  interview  following).  ■ 


Our  Problems  Are  Your  Problems! 


Forbes  had  wanted  to  talk  with  Mex- 
ico's President  about  Mexico's  prob- 
lems. We  asked  him  what  he  was 
doing  about  the  unequal  distribution 
of  wealth  in  Mexico— half  the  country 
thriving,  prosperous,  with  a  steadily 
growing  standard  of  living;  the  other 
half  living  in  abject  poverty.  Luis 
Echeverria  Alvarez  threw  our  ques- 
tion right  back  at  us. 

"In  spite  of  all  your  wealth,  you, 
too,  have  a  poor  distribution  of  in- 
come," he  said,  meaning  that  eradi- 
cating poverty  was  easier  talked  about 
than  accomplished. 

For  nearly  90  minutes  thereafter, 
the  Mexican  President  delivered  an 
amiable  but  nonetheless  blunt  criti- 
cism of  the  role  played  in  world  af- 
fairs by  the  U.S.  and  the  other  great 
industrial  powers.  Mexico,  he  said, 
was  doing  its  best  and  making  prog- 
ress, but  the  real  maldistribution  of 
wealth  was  not  so  much  within  Mex- 
ico as  between  the  have  and  have-not 
nations. 

Again  and  dgain  the  Mexican  Presi- 
dent pressed  the  same  point:  With 
about  one-fourth  of  the  world's  pop- 
ulation, the  industrial  countries  (the 
U.S.,  Western  Europe,  Japan,  the  So- 
viet Union)  are  using  three-fourths  of 
the  world's  resources.  This  leaves  one- 
fourth  for  three-fourths  of  the  human 


Bcheverria 


race— and  dooms  them  to 
poverty  beyond  their 
ability  to  control  it. 

What  about  Mexico's 
lethal  birthrate?  we 
asked.  Wasn't  it  to  blame 
for  many  of  Mexico's 
problems?  Echeverria's 
reply  was:  Yes,  Mexico 
must  and  will  do  more 
about  birth  control.  But 
then  he  related  the 
birthrate  to  the  subject 
of  poverty: 

"The  industrialized 
countries  have  a  slower 
increase  in  population, 
while  the  lower-income  countries 
face  the  serious  problem  of  an  ac- 
celerated rate.  It  is  a  fact  that  the  less 
protein  and  food  is  available  to  peo- 
ple, the  greater  is  the  trend  to  in- 
crease the  population.  The  countries 
that  have  a  smaller  industrial  life, 
where  women  work  less,  which  are 
dependent  on  agricultiire  and  where 
there  is  more  family  life,  have  a  great 
tendency  to  increase  the  population. 

"This  is  a  problem  for  all  indus- 
trialized countries— a  political,  moral 
and  military  problem." 

A  military  problem?  What  he 
means  is  that  severe  unrest  in  an  un- 
derdeveloped country  tends  to  bring 


outside  intervention:  One 
party  may  appeal  to  the 
Soviet    Union    for    help, 
then  the  other  party  in- 
evitably turns  to  the  U.S. 
"If   a   powerful   country 
intervenes  politically  in  a 
small  country,  it  is  prob- 
able    that     a     political 
group    in    that    country 
will    seek    action    by    a 
third     nation,"     he     ex- 
plains. "So  social  tension 
in  Vietnam  or  in  Korea 
or     in     Central     Africa 
or    Latin    America    can 
bring   about    a   confron- 
tation of  an  intemation- 
al  natvre." 
Since  taking  office  in  1971,  Eche- 
verria  has   visited  Japan,   the   Soviet 
Union  and  China,  as  well  as  the  U.S. 
and  Europe.  Were  statesmen  in  those 
countries  sympathetic  to  his  viewpoint 
about  giving  the  poorer   countries   a 
fairer    shake?    Sympathetic,    he    sug- 
gested, but  little  else. 

"I  believe  that  in  the  U.S.,  the 
U.S.S.R.,  China  and  the  European 
Economic  Community  they  are  still 
thinking  about  a  system  of  balance  of 
power.  They  have  not  become  suf- 
ficiently aware  of  the  problems  of 
the  Third  World.  If  these  [industrial- 
ized] centers  of  power  could  live 
without  having  contact  with  the  rest 
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of  the  world,  it  would  be  no  problem 
for  them.  But  they  cannot  live  in  iso- 
lation. What  happens  in  Central  Af- 
rica or  in  Asia  or  in  Chile  or  Argen- 
tina affects  them." 

Specifically,  did  President  Nixon, 
whom  Echeverria  visited  earlier  this 
year,  encourage  him?  In  replying,  the 
Mexican  President  avoided  any  crit- 
icism of  Nixon,  but  alluded  to  the  U.S. 
overtures  to  Russia  and  China: 

"I  spoke  before  the  Congress  of  the 
U.S.  and  I  said,  'Gentlemen,  you  are 
good  at  solving  your  problems  with 
your  enemies,  but  you  don't  want  to 
solve  your  problems  with  your  friends.' 

"It  is  very  good  that  the  President 
of  the  United  States  has  visited  Mos- 
cow and  Peking,  and  it  is  very  good 
that  Mr.  Brezhnev  visited  the  U.S.  .  .  . 
[and  yet]  I  read  in  the  newspapers  to- 
day there  are  hundreds  of  thousands 
of  peasants  in  Africa  who  are  without 
food.  Throughout  all  of  Latin  America 


the  economic  situation  is  bad."  Asked 
Echeverria:  Aren't  Africa  and  Latin 
America  important,  too? 

Echeverria  said  that  the  Cold  War 
was  over;  there  was  no  good  reason 
any  longer  for  lavish  military  spending 
by  the  big  powers.  Wliy  not  divert 
the  funds  to  help  the  poorer  coun- 
tries? What  form  should  this  aid  take? 
The  Mexican  President  suggests  low- 
cost,  long-term  loans  on  a  huge  scale. 
Equally  important,  he  thinks  the  ad- 
vanced countries  shoiild  make  their 
latest  technology  freely  available— not 
under  expensive  licenses  or  as  an  equi- 
ty investment  that  must  be  serviced 
forever.  And  above  all,  he  thinks  the 
advanced  nations  should  desist  from 
tying  strings  to  aid.  Each  coimtry 
should  be  free  to  run  its  own  affairs 
as  it  chooses:  if  Chile  wants  to  be 
Marxist,  then  that  is  Chile's  business, 
but  it  should  not  deprive  Chile  of  aid 
from  the  West. 


"Due  to  growth  of  population,  the 
pollution  of  the  envuonment,  the  m*- 
ban  overcrowding,  the  shortage  of 
energy,  the  lack  of  goods,  the  world  in 
general,  not  just  Mexico  or  the  U.S., 
is  going  through  a  diiEcult  period.  Is 
it  not  time  for  all  of  us  to  give  se- 
rious thought  to  a  more  equitable  dis- 
tribution of  goods?" 

Echeverria  is  obviously  tired  of  be- 
ing lectured  to  by  the  richer  nations. 
Instead  of  lectviring,  he  feels,  they 
should  be  looking  for  ways  to  help- 
without  adopting  a  father-knows-best 
attitude. 

You  can  be  cynical  and  dismiss  all 
this  as  the  old  Mexican  game  of  bait- 
ing the  gringo.  But  that  would  be  a 
narrow  view.  The  President  of  Mexico 
has  a  telling  point  when  he  says  that, 
for  better  or  worse,  there  is  no  way  the 
rich  nations  can  avoid  being  pulled 
into  the  problems  of  the  poorer  coun- 
tries like  Mexico.  ■ 


His  Cup  Runneth  Over  (with  Gas) 

Pioneer  is  that  rare  bird  in  the  gas  industry 

—a  company  whose  future  is  still  mainly  in  natural  gas. 


Short  of  natural  gas?  Then  come  to 
Pioneer  country,  says  the  new  presi- 
dent of  Pioneer  Natural  Gas,  K.  Bert 
Watson,  48,  known  even  among  Tex- 
ans  as  "Tex."  A  smallish  outfit  with 
earnings  of  roughly  $10  miUion  on 
revenues  of  roughly  $100  million. 
Pioneer  is  headquartered  in  Amarillo, 
in  the  Texas  Parihandle,  and  the  com- 
pany system  hes  midway  between  the 
Anadarko  and  Permian  basins,  the 
two  most  promising  onshore  natural 
gas  reserves  in  the  U.S.  A  tall  but 
not  really  lanky  long-time  lawyer, 
Watson  does  not  claim  Pioneer's  gas 
suppHes  &ie  large,  except  in  relation 
to  the  size  of  his  company  and  the 
requirements  of  its  territory;  but  that's 
all  that  matters.  Pioneer  has  a  reserve 
position  that  natural  gas  companies 
used  to  boast  about  even  in  the  days 
before  natural  gas  became  short. 

Its  reserves,  in  fact,  aie  equal  to 
14  times  its  current  annual  rate  of 
consumption,  vs.  less  than  nine  for  the 
industry  as  a  whole.  Subtract  its  big 
industrial  contracts,  and  the  multiple 
rises  above  20— which  is  how  many 
years  Watson  figtires  Pioneer  could 
continue  to  service  its  domestic  cus- 
tomers from  its  existing  gas  supplies. 
"Otu-  company,"  he  says  cheerfully, 
"can  still  offer  attractive  prices  to 
large  new  customers,  and  this  should 
prove  a  real  competitive  advantage  in 
attracting  new  industry  to  our  area." 
It  already  has.  Thanks  partly  to  the 


availability  of  gas,  $410  million  in 
new  commercial  construction  has  been 
announced  for  Pioneer's  service  area 
since  the  first  of  the  year,  including  a 
new  $100-miUion  copper  refinery  by 
American  Smelting  &  Refining. 

For  Pioneer,  such  growth  is  long 
overdue.  The  economy  of  its  service 
area  depends  heavily  on  cattle,  oil 
and  agricultiu-e,  and  during  most  of 
the  Sixties  that  economy  stagnated. 
At  the  same  time,  Pioneer's  efforts  to 
diversify  hurt  more  than  they  helped, 
with  the  result  that  for  seven  years, 
between  1964  and  1971,  Pioneer's 
earnings  went  virtually  nowhere.  But 
all  that  is  changing.  There  was  a  20% 
gain  in  1971,  another  10%  increase  in 
1972,  and  1973  seems  to  be  continu- 
ing the  upward  trend.  "Our  area,"  says 
Watson,  "is  turning  around  very  well." 
And  that  isn't  all.  Pioneer's  uranium 
venture  with  Continental  Oil  should 
move  into  the  black  tliis  year,  while 
its  heavy  construction  equipment  busi- 
nesses (International  Harvester  deal- 
erships, for  instance)  are  about  to 
show  significant  earnings. 

"Hooked  as  we  are  into  the  Ana- 
darko and  Permian  basins,"  says  Wat- 
son, "we  can  still  think  of  gas  as  our 
primary  thrust.  For  the  next  three  to 
five  years  anyway,  we  feel  confident 
that  there'll  be  enough  gas  discovered 
and  available  to  enable  us  to  buy 
amounts  equal  to  what  we'll  sell.  And 
it  may  be  that  in  five  years  we'll  find 


we  still  have  another  three  to  five 
years  before  we  have  to  commit  our- 
selves to  synthetic  natural  gas  or 
whatever.  We  need  only  25i  trillion 
feet  to  replace  ovu-  current  reserves, 
and  the  Permian  basin  area  is  sup- 
posed to  have  58  trilhon  feet,  so  the 
odds  are  pretty  good." 

To  all  this,  add  rising  gas  prices. 
"A  couple  of  years  back  we  figvu-ed 
the  price  of  new  gas  would  hit  35 
cents  per  thousand  cubic  feet  this 
year.  WeU,  it  hit  that  last  fall,  and  40 
the  first  of  the  year.  Now  it's  50  some- 
thing." These  price  increases  Watson 
beheves  are  essential  to  call  into  pro- 
duction the  supplies  that  Pioneer  and 
the  rest  of  the  industry  are  going  to 
need  to  assure  their  future.  You  can 
produce  gas,  he  explained,  at  30  cents 
a  thousand  cubic  feet  that  you  can't 
afford  to  produce  at  15,  or  at  60  cents 
that  you  can't  produce  at  30.  "In  the 
Texas  area,"  he  says,  "we're  going  to 
be  testing  the  flexibility  and  elasticity 
of  the  gas  supply  with  price. 

"We  have  five  companies  in  the 
Texas  area  with  maybe  2  billion  feet 
a  day  of  unfilled  capacity  in  their 
pipelines.  As  we  begin  bidding  fc^r 
the  new  gas  as  it's  developed,  we 
may  be  able  to  find  the  price  level  of 
unregulated  gas,  where  it's  going  to 
plateau— and  not  just  for  us,  but  for 
the  whole  country  maybe. 

"There  was  a  time  when  I'd  have 
said  you'd  have  a  plateau  in  the  60- 
to-80-cent  area.  But  I'm  not  as  con 
fident  now.  If  in  the  marketplace  the 
price  does  belong  above  the  $1  area, 
we're  going  to  have  to  take  a  new 
look  at  coal  gasification,  synthetic  nat- 
ural gas  and  liquefied  natural  gas,  all 
of  these  new  things."  ■ 
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Faces  Behind  the  Figures 


Cold  Comfort 
for  Wall  Street 

Is  the  Wall  Street  brokerage  crisis  of 
1969-70  about  to  appear  again,  only 
worse  this  time? 

The  answer  may  be  yes,  but  if  so. 
Representative  John  E.  Moss  (Dem., 
Calif.)  doesn't  think  it  would  be  a 
national  disaster;  he  is  convinced  that 
Wall  Street  cannot  survive  in  its  pres- 
ent form  anyway.  With  his  Senate 
counterpart,  Harrison  Williams  (Dem., 
N.J.),  Moss  has  been  pushing  for  ma- 
jor changes  in  the  brokerage  indus- 
try, mainly  a  central  market  and  the 
phasing  out  of  fixed  commissions.  But 
many  Wall  Streeters,  eyeball  to  eye- 
ball with  disaster,  want  Moss's  re- 
forms dropped,  postponed  or  signif- 
icantly changed.  Now,  they  say,  is  no 
time  for  reform. 

Nonsense,  retorts  Moss:  "Reform 
cannot  await  better  times.  Wall 
Street's  troubles  have  occurred  under 
a  fixed-commission  structure.  Its  dif- 
ficulties are  largely  the  result  of  the 
lack  of  changeability  of  the  system." 

It's  impossible  to  say,  he  goes  on, 
who  will  be  hurt  or  helped  how  much 
by  his  proposed  legislation.  He  de- 
nies emphatically  that  it  will  kill  the 
securities  industry,  only  make  it  fairer 
to  investors  and  more  eflRcient. 

He  says,  sarcastically:  "Those  who 
are  so  upset  about  unfixed  commis- 
sions ought  to  examine  the  merits  of 
competitive  enterprise.  It  has  much  to 
recommend  it." 

Replying  to  Wall  Street  claims  that 
negotiated  commissions  mean  that 
rates  will  really  be  set  by  the  insti- 
tutions  and  no  one   will  be   left   to 


serve  the  small  investor,  Moss  an- 
swers that  it  need  not  be  that  way: 
"It's  a  matter  of  brokerage  firms  of- 
fering the  right  services  and  properly 
pricing  them.  You  don't  raise  the 
price  of  your  service  when  the  prob- 
lem is  lack  of  customers." 

He  thinks  that  his  legislation  can 
only  help  the  small  investor.  "It  will 
lead  to  clearing  his  transaction  more 
quickly.  With  a  composite  tape,  he 
will  get  the  best  possible  market  for 
buying  or  selling.  He  will  have  assur- 
ance that  his  broker  has  adequate 
capital,  and  that  his  firm's  manage- 
ment is  being  properly  supervised." 
As  for  the  market  for  venture  capital, 
he  goes  on,  "If  you  create  a  more  ef- 
ficient, effective  securities  market,  that 
can  only  improve." 

Perhaps  it's  a  sign  of  the  times  that 
Moss  doesn't  even  sound  particularly 
angry  with  the  once-powerful  New 
York  Stock  Exchange:  "With  all  char- 
ity, the  Exchange  has  said  many 
things  this  year,  and  the  pattern  of 
consistency  is  not  always  apparent. 
It  has  a  strong  self-interest  and  is  act- 
ing to  protect  that.  I  would  expect  no 
less."  He  is  sterner  toward  the  big 
investing  institutions,  where  he  thinks 
drastic  regulation  may  be  needed. 

If  the  coming  changes  spell  reform, 
and  the  sheer  force  of  economics 
means  the  disappearance  of  a  good 
many  brokerage  firms,  Moss's  verdict 
is:  So  be  it.  "Look  at  the  total  trend 
in  American  business  of  almost  any 
kind,  and  you  see  a  pattern  of  few- 
er firms.  What  happened  to  the  cor- 
ner grocery  store?  What  happened  to 
the  small,  one-pump  filling  station? 
There  are  changes  that  I  don't  think 
we  can  legislatively  stop."  ■ 


Representative  Moss 


Bad  IMei/vs 

John  Fox  has  bad  news  for  the  man- 
ufacturers of  power  lawn  mowers.  He 
says  that  food  prices  are  going  to  go 
so  high  in' this  country  that  the  aver- 
age family  wUl  have  less  and  less 
disposable  income  to  spend  rather 
than  more  and  more.  "Food  prices 
are  going  to  go  on  rising,"  Fox  says, 
"until  the  average  family  is  spending 
25%  to  30%  of  its  disposable  income 
on  food,  rather  than  the  current  15%. 
European  families  already  must  spend 
25%  to  30%."* 

Fox  ought  to  know  about  food.  At 
60  he  has  been  in  the  business  all  his 
life.  He  headed  Minute  Maid,  the 
orange  juice  company,  until  it  was 
sold  to  Coca-Cola,  then  took  over  as 


head  of  United  Fruit,  only  to  quit 
shortly  after  UF  fell  to  a  conglom- 
erate, United  Brands.  Now  Fox  heads 
Boston's  big  dairy  and  food  products 
outfit,  H.P.  Hood  Inc. 

"Higher  food  prices,  of  course,  will 
mean  less  money  for  frills  like  power 
lawn  mowers  and  motor  boats  and 
the  other  luxuries.  We'll  probably 
have  to  start  eating  more  carefully, 
too.  In  Europe  they  stretch  the  meat 
and  chicken  with  a  lot  of  sauces. 
None  of  this  Big  Mac  stuff  or  steaks 
three  inches  thick.  It's  a  political  hot 
potato,  but  it's  inevitable." 

Too  bad  for  the  lawn  mower  mak- 
ers. Fox  says,  but  no  great  disaster 
for  America:  "Americans  still  have  a 
long  way  to  go  before  they  really  be- 
gin to  suffer."  ■ 


Fox  of  H.P.  Hood 
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Faces  Behind  the  Figures 
Angry  Utility  Man 

Last  month  a  Securities  &  Exchange 
Commission  examiner  ruled  against 
American  Electric  Power's  five-and-a- 
half-year  effort  to  acquire  Columbus 
&  Southern  Ohio  Electric  Co.  Donald 
C.  Cook,  the  64-year-old  board  chair- 
man of  AEP,  is  biting  in  his  response: 

"As  I  read  the  report,  I  could  only 
chuckle  in  admiration  at  the  great 
ingenuity  it  took  to  make  the  de- 
cision sound  plausible  in  the  weight 
of  so  much  overwhelming  evidence  to 
the  contrary." 

Serving  Columbus,  which  would  be 
by  far  the  largest  city  supplied  by 
AEP,  C&SO  sits  smack  dab  in  the 
center  of  AEP's  sprawling  midwestern 
electric  power  system.  Cook  wants  it 
badly.  Badly  enough  to  have  com- 
mitted AEP  to  divest  itself  of  an  equal 
amount  of  generating  capacity  else- 
where, to  lower  electric  rates  im- 
mediately in  Columbus  and  to  move 
AEP's  corporate  headquarters  from 
New  York  to  Columbus. 

No  dice,  said  the  SEC's  adminis- 
trative law  judge,  who  decided  that 
AEP's  ownership  of  C&SO  would  less- 
en electric  power  competition  in  Ohio 
—a  decision  AEP  will  now  appeal  to 
the  full  commission.  AEP  is  already 
the  nation's  largest  electricity  sup- 
plier (only  the  Government's  Tennes- 


Cook  of  AEP 

see  Valley  Authority  is  bigger),  with 
annual  revenues  of  over  $860  million 
and  a  handsome  13%  return  on  equity. 
Retorts  Cook:  "There's  so  much 
hostility  toward  bigness  in  this  coun- 
try today  that  reasonable  considera- 
tions get  lost.  We  need  more  econo- 
mies of  scale  in  the  power  business, 
which     is     overly     fragmented,     with 


3,000  difterent  entities.  The  power 
pools  tried  by  independent  compa- 
nies aren't  working;  the  answer  is  big, 
integrated  systems  like  AEP,  which 
can  move  quickly  and  decisively.  The 
alternative  is  for  the  U.S.  to  have  the 
least  efficient  power  system  in  the 
v^orld.  And  yet  we  are  opposed." 

Don  Cook  is  not  lacking  for  ex- 
perience in  government  dealings.  He 
headed  the  SEC  himself  during  the 
Truman  Administration  and  turned 
down  Lyndon  Johnson's  offer  to  be 
Secretary  of  the  Treasury.  Cook  has 
received  considerable  political  support 
for  the  C&SO  acquisition— from  Ohio 
Governor  John  Gilligan,  the  state's 
two  U.S.  senators,  the  Public  Service 
Commission  of  Ohio  and  a  host  of  Ohio 
municipalities.  Cook  hastens  to  add: 
"We  have  not  made  one  dime  in 
campaign  contributions. 

"Somebody  said  this  SEC  decision 
is  a  victory  for  consumers  over  a  giant, 
power-hungry  corporation,"  says  Cook. 
"Now  isn't  that  a  fine  example  of 
double-think,  a  through-the-looking- 
glass  approach?  The  SEC's  staflF  and 
examiner  have  utterly  failed  to  ap- 
preciate the  advances  in  the  tech- 
nology of  power  generation  and  trans- 
mission and  the  importance  of  size. 

"I  may  look  calm  sitting  here  talk- 
ing to  you,  but  honestly,  I  get  so 
worked  up  about  this.  .  .  ."  ■ 


Jolly  Green  Elves 

"Create  me  another  Green  Giant!" 
George  M.  Keller  Jr.  told  Chicago's 
Leo  Burnett  ad  agency  in  1968.  Keller, 
now  52,  was  then  head  of  Keebler 
Co.  of  Elmhurst,  111.,  the  country's 
second-largest  cookie  maker,  after 
Nabisco.  Keller  was  after  national 
marketing  exposure  for  Keebler. 

Back  in  1967  Keller  took  over  at 
Keebler,  then  a  decentralized  collec- 
tion of  bakeries  selling  hundreds  of 
items  under  four  brand  names  with 
no  national  advertising.  Keller  picked 
a  single  brand  name,  Keebler,  halved 
the  number  of  items,  created  a  na- 
tional distribution  and  sales  force.  And 
raised  prices:  "We  were  a  Cadillac 
quality  trying  to  peddle  Fords."  Sell- 
ing Keebler's  products  at  premium 
prices  gave  Keller  the  cash  to  plug 
his  cookies  nationwide.  He  upped 
Keebler's  ad  budget  from  under 
$500,000  in  1967  to  the  $2.5-million 
to  $3-million  mark  in  1972. 

"We  weren't  very  good  at  it  at 
first,"  Keller  admits.  While  he  restruc- 
tured his  company  and  searched  for 


successful  national  promotion,  sales 
slid  3%  in  1968  to  $152  million,  earn- 
ings 70%  to  51  cents  a  share.  That's 
when  Keller  went  to  Leo  Burnett. 

"How  about  elves  dancing  around?" 
was  Burnett's  suggestion.  Keller 
bought  it,  and  those  elves  and  the 
leafy  trees— Keebler's  new  logo  that 
looks  strikingly  like  the  Giant's  skirt- 
got  Keebler  going.  Sales  through  1972 
spurted  34%  from  1968,  to  $203  mil- 
lion, and  earnings,  at  $2.13  a  share, 
were  four  times  1968's. 

In  the  flush  of  success  Keller  re- 
signed in  1972  for  "personal  reasons" 
he  won't  talk  about,  but  which  have 
to  do  with  Chairman  Edwin  L.  Cox' 
insistence  on  running  the  show  (Cox 
owns  28%  of  the  stock ) .  Now  Keller  is 
president  of  the  McKesson  &  Bobbins 
Drug  division  of  ailing  Foremost-Mc- 
Kesson.  Keller  describes  McKesson  & 
Bobbins  as  a  problem.  "Its  distribu- 
tion hasn't  kept  up  with  the  times,  it 
isn't  responsive  to  the  pharmacists' 
needs  and  its  facilities  aren't  turning 
out  enough  products,"  he  says. 

Sounds  like  Keller  may  be  back  in 
the  elf  market  again.   ■ 


Keller  of  Foremost-McKesson 
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UOP  TEAMWORK  IN  TECHNOLOGY 


**A  DWINDLING  BUNDLE 

OF  ENERGY** 


Mr.  Giuliani: . . .  fortunate- 
ly, however,  great  advances 
already  are  being  made  in 
the  area  of  substitute  nat- 
ural gas.  Four  U.S.  com- 
panies have  chosen  Japan 
Gasoline's  MRG  Methane- 
Rich  Gas  process  licensed 
by  UOP  for  manufacturing 
SNG.  It's  a  simple,  practical 
method  of  producing  1,000 
Btu  SNG  with  virtually  no 
pollution  problems. 

Mr.  Logan:  Similar  to  the 
process  to  be  used  in  the 
SNG  plant  now  under  construe 
tion  out  East? 

Mr.  Giuliani:  Slightly 
different,  John,  but  the 
result  is  the  same . . . 


Highlights  of  a  dialog  between  John  0.  Logan,  President  of 
Universal  Oil  Products  Company,  and  Chester  Giuliani 
President  of  UOP  Process  Division. 


good,  substitute  natural  gas. 

Another  plant,  by  the  way, 

will   eventually   furnish 

some  500  million  cubic  feet 

of  SNG  daily.  A  big  relief 

for  local  utilities. 

Mr.  Logan:  But  the  en- 
ergy crisis   isn't   entirely 
domestic.  Nearly  all  coun- 
tries are  having  problems. 
Mr,  Giuliani:  True.  Japan, 
as  you  know,  is  having  to 
import  liquefied  natural  gas 
from  the  LNG  plant  in  Bor- 
neo.   That's  the  one  UOP 
helped   design  and  build  . . . 
the  world's  largest. 
Mr.  Logan:  Fortunately,  our 
coal  reserves  are  plentiful.  Good 
for  the  next  two  or  three  hun- 


Write  for  free  booklet  on  UOP's  stake  in  the  energy  crisis,  Ten  UOP  Plaza,  Des  Plaines,  111.  60016. 


dred  years,  at  least.  And  our 
technology  in  that  field  is  most 
encouraging ! 

Especially  now  that  we're  able 
to  convert  coal  directly  into 
pipeline-quality  gas.  This  IGT 
Hygas®  process  holds  great 
promise. 

Do  you  feel  then,  that  al- 
though the  energy  crisis  is 
critical,  Chet,  it's  not  hopeless? 
Mr.  Giuliani:  Not  at  all 
hopeless.  The  technological 
capabilities  to  solve  it  already 
exist,  but  we're  running  out  of 
time.  As  you  say,  it's  a  world- 
wide problem,  and  every 
country  is  going  to  have  to 
give  it  highest  national 
priority. 


UOP 
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How  Sign  ode  Scored: 


By  taking  a  commodity  product 

and  turning  it  into  a  specialty  proauct 


The  widest  gulf  in  the  world  of 
manufacturing  and  marketing  is  the 
gulf  between  a  unique  product  and  a 
commodity.  A  unique  product  can  be 
promoted  and  sold  for  what  it  is.  It 
can  be  changed,  differentiated,  de- 
veloped, improved— and  priced  to 
cover  the  cost  of  doing  all  these 
things.  A  commodity  can  only  be  cut 
in  price,  with  a  weather  eye  always 
cocked  toward  competitors  who  are 
scheming  how  to  trim  both  price  and 
margin  a  little  closer  still. 

It  follows,  then,  that  one  of  the 
hardest  jobs  in  business  is  turning  a 
commodity  into  a  unique  specialty. 
Yet  Signode  Corp.  of  Glenview,  111. 
has  managed  to  do  just  that. 

The  commodity  is  steel  strapping 
(now  supplemented  by  plastic  strap- 
ping) used  in  packaging  goods  for 
shipment.  Seal  &  Fastener  Co.  was 
the  original  name  of  the  company 
when  it  was  founded  in  1913  by  John 
W.  Leslie,  father  of  John  H.  Leslie, 
Signode's  current  chairman  and  chief 
executive.    (The   name   Signode  is   a 


combination  of  the  Latin  words  "sig- 
num"  and  "nodus"  meaning  "seal"  and 
"joint.")  Its  first  market  was  selling 
steel  strapping  to  western  fruit  grow- 
ers for  shipping  boxes.  But  any  steel 
company  could  make  strapping. 

What  Signode  did  was  gradually  to 
switch  over  from  strapping  to  strap- 
ping systems.  Instead  of  trying  to  per- 
suade the  customer  to  buy  some  strap- 
ping, the  sales  pitch  was  transformed 
into  something  like  this:  "Let's  make 
a  deal.  We'll  send  our  engineers  in  to 
work  with  your  engineers  in  analyzing 
your  materials-handling  problems. 
Then  we'll  customize  machines  for 
your  assembly  lines  and  your  special 
problems,  and  we'll  maintain  those 
machines  free.  You  can  lease  the 
equipment  at  a  reasonable  figure,  or 
buy  it  if  you  choose.  And  as  your 
needs  change  or  grow,  we'll  redesign 
the  machines  for  you. 

"As  for  strapping  and  supplies,  you 
can  buy  ours  if  you  wish,  although 
you  can  also  use  other  people's.  We 
do  suggest  using  ours,  because  you 


can  depend  on  its  quality,  consistency 
and  suitability  for  our  machines." 

The  customer  could,  of  course,  say 
no.  But  why  should  he?  The  strap- 
ping is  too  small  an  item  (around  1% 
or  less  of  costs)  to  leave  much  room 
for  savings  if  the  customer  handled 
the  problem  himself.  V/here  would 
the  customer  get  the  experience  and 
knowhow,  even  if  he  could  afford  it, 
to  design  and  build  a  production- 
lihe  machine  that  would— all  auto- 
matically—manipulate the  product, 
apply  compression  as  needed,  insert 
dividers  or  corner  protectors,  then 
apply  the  straps  after  determining 
their  proper  number  and  position? 

Fronf  Runner 

This  approach  managed  to  secure 
for  Signode  about  half  the  strapping 
business  in  the  U.S.,  and  in  the  process 
turned  it  into  the  kind  of  growth  com- 
pany rarely  encountered  in  the  in- 
dustrial equipment  field.  "Even  back 
when  I  first  started  with  the  compa- 
ny," says  John  H.  Leslie,  who  joined 
in  1937  after  graduating  from  Harvard 
in  engineering,  "we  always  planned 
on  doubling  in  size  every  five  or  six 
years."  It  has  continued  to  do  so  in 
the  last  decade,  almost  quadrupling 
sales  (to  $274  million)  and  earnings 
(to  $17.5  million),  while  racking  up 


Hundreds  of  men  worked  on 
raising  its  dome. 

But  it  toolc  CNA  to  insure 

■m|^«|#  iJH  ^Alf  APC      ^^^  Astros.  And  the  Oilers.  And  the  University  of 
'^"^"   '"  wlfWwB  wi    Houston  Cougars.  Rodeos  and  revivals. 
Houston's  Astrodome  plays  host  to  them  all.  And  in  true  Texas  fashion  it  does  every- 
thing bigger  than  life.  But  then  that's  what  it  was  created  for. 

While  its  architects  and  engineers  worked  out  plans,  its  agent,  Jas.  J.  Braniff  & 
Co.,  asked  CNA  to  put  underwriting  teams  to  work  on  how  to  best  insure  the  initial 
construction.  And  then,  how  to  protect  events  that  would  go  on  inside. 

It  took  five  years  to  build.  But  at  the  end  stood  a  stadium  that  rivaled  anything 
man  had  ever  designed.  Over  eighteen  stories  tall,  covering  9V2  acres  and  seating 
45,000.  With  private  apartments  and  exclusive  restaurants.  Bleacher  seats  as  com- 
fortable as  box  seats.  And  a  two  million  dollar  scoreboard  that  runs  commercials  be- 
tween innings.  All  this  and  more  is  protected  by  insurance  coverage  from  CNA. 

Because  CNA  had  the  insurance  sense  that  could  take  the  razzle  dazzle  of  the 
Astrodome  in  stride  and  get  down  to  writing  the  best  insurance  coverage  possible. 
Coverage  that  afforded  the  best  value  for  each  insurance  dollar. 

Offering  such  coverage  is  what  made  us  a  part  of  a  growing  three  billion  dollar 
corporation.  With  the  special  kind  of  people  and  CNA  agents  that  make  it  possible. 
People  who  write  insurance  not  to  be  first.  But  to  set  precedents.  To  go  where  insur- 
ance never  was.  Do  what  insurance  never  did.  And  do  it  better  than  anyone  else. 

Your  CNA  agent  can  show  you  how;  we're  listed  in  the  Yellow  Pages. 

*     GOING  WHERE  INSURANCE  NEVER  WAS 


OVA  linmrance 
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a  five-year  return  on  equity  and  in- 
vested capital-16.3%  and  13%,  re- 
spectively—that would  be  outstanding 
in  almost  any  U.S.  industry,  much 
less  the  cyclical  industrial  equipment 
field.  Investors  in  turn  have  responded 
by  giving  Signode  a  market  multiple 
also  rare  in  its  fields  20  times  last 
year's  earnings. 

Signode's  business  makes  it  both 
concentrated  and  diversified  at  the 
same  time.  It  gets  around  60%  of 
sales  from  strapping  alone— over  80% 
if  machines  and  closures  are  in- 
cluded; but  not  one  of  the  company's 
75,000-plus  customers  generates  more 
than  2%  of  revenues,  and  the  biggest 
single  industry— steel— only  13%. 

At  the  same  time,  Signode  has  not 
neglected  the  more  standard  forms  of 
diversification.  Mainly  through  its 
Paslode  division,  it  gets  about  16%  of 
sales  and  20%  of  earnings  from  indus- 
trial fasteners— nails,  staples  and  spring 
clips— and  the  fastening  machines  and 
tools  used  to  apply  them  in  such  in- 
dustries as  construction,  automaking, 
furniture  and  bedding. 

Signode  shows  every  sign  of  repeat- 
ing overseas  its  success  in  the  U.S. 
It  now  gets  35%  of  sales  from  over- 
seas, up  from  25%  in  1967,  and  the 
share  is  still  growing.  Moreover,  Sig- 
node is  not  highly  visible  and  is  un- 


likely to  run  into  the  kind  of  political 
problems  increasingly  facing  the  big 
multinationals  abroad. 

"We  have,"  says  Chairman  Leslie, 
"been  able  to  get  double  mileage 
from  the  techniques  and  products 
developed  here  by  shipping  them 
abroad."  Overseas,  where  antitrust  is 
usually  weak,  Signode  can  require 
that  users  of  its  machines  also  con- 
tract to  buy  its  strapping  and  other 
supplies.  The  inferior  quality  of  much 
overseas  strapping  makes  this  demand 
for  a  tie-in  contract  relatively  easy 
for  the  customers  to  accept. 

All  things  come  more  easily,  of 
course,  to  him  who  has  money;  and 
Signode  has  been  rich  enough  to 
afford  the  flexibility  of  being  union 
free.  Though  its  3,500-plus  domes- 
tic employees,  along  with  its  head- 
quarters and  most  of  its  plant  facilities, 
are  clustered  in  the  union-dominated 
Chicago  area,  its  only  union  plant  is 
one  with  about  100  employees  in  the 
steel  town  of  Weirton,  W.Va.  The 
company's  major  leverage  here  is  a 
generous  profit-sharing  plan  started  in 
1941  to  which  the  company  makes 
heavy  contributions  (almost  $4  mil- 
lion last  year);  it  now  owns  close  to 
7%  of  Signode's  outstanding  shares. 

When  the  economy  strengthens, 
Signode    surges.    In    this    year's    first 


half,  it  turned  in  a  revenue  rise  of 
24%  and  an  earnings  increase  of  28% 
over  the  same  period  of  1972— itself  a 
record  year  in  which  the  company 
had  reported  sales  and  profits  gains 
of  18%  and  28%  over  1971.  And  if 
the  economy  turns  down,  Signode 
tends  to  level  off  rather  than  to  fall 
disastrously,  since  its  sales  and  profits, 
as  a  producer  of  consumable  indus- 
trial supplies  rather  than  capital 
goods,  are  tied  more  to  industrial 
output  than  to  plant  expansion. 

Plenty  of  Room 

The  logical  worry  of  such  a  com- 
pany, with  half  the  domestic  market 
and  a  fast-growing  share  of  the  mar- 
ket overseas,  would  seem  to  be  satura- 
tion; but  Leslie,  at  58,  professes  to 
be  unconcerned. 

"We  are  limited  only  by  our  in- 
genuity," he  says.  "We  can  always 
see  things  to  be  developed,  and  we 
always  have  projects  on  tap.  Our 
success  here  depends  on  having  good 
equipment,  so  that  then  we  can  sell 
consumable  products.  If  the  rate  at 
which  we  placed  machines  in  the  first 
quarter  of  1973  is  maintained,  we 
will  place  15  times  as  many  machines 
this  year  as  we  did  ten  years  ago." 

Where  those  machines  go,  miles  of 
strapping  follow  close  behind.  ■ 
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Ulithout  the  hop  of  Dur  comiiutBr, 

the  people  luho 
Ihied  here  might  have  died  here. 


The  computer,  a  Sperry  Univac^''  1108,  works  for  hydro- 
gists  at  the  Lower  Mississippi  River  Forecast  Center, 
t    Slidell,    Louisiana.    Using   information    from    the 
ational  Weather  Service,  it  tells  how  high  the  river  will 
2,  at  what  points,  at  what  time. 

To  the  people  along  the  river,  this  an- 
wers  life  and  death  questions.  Is  the 
;vee  high  enough?  Is  there  time  to  make 
,  higher?  Should  we  stay,  or  run? 

Keeping  tabs  on  the  vagaries  of  nature 
i  a  recent  and  perhaps  unexpected  use 
f.  computers.  But  management  is  man- 
gement,  whether  you're  selling  steel  or 
aving  lives. 

A  Sperry  Univac  computer  predicts 
lood  crests  the  way  it  predicts  sales  of  a 


new  product:  by  making  sense  of  a  wildemess  of  raw  facts. 
Adapting  computers  to  fighting  floods  m  Mississippi, 
teaching  arithmetic  in  Chicago,  protecting  redwoods  in 
CalifV.jnia,  or  running  railroads  in  France,  all  demon- 
strate the  big  idea  at  Sperry  Rand  Corpo- 
ration:  Making  machines  do  more,  so 
man  can  do  more. 

It's  the  common  purpose  that  makes 
Sperry,  Sperry  Univac,  Sperry  Vickers. 
Sperry  Remington  and  Sperry  New 
Holland  add  up  to  Sperry  Rand  Cor 
poration. 

For  more  information,  write  to:  The 
,  Chairman  of  the  Board,  Sperry  Rand 
'Corporation,   1290  Avenue  of  thf 
Americas,  New  York,  N.Y.  10019. 


SPERRY  RAND  CORPORATION 

nMHinc  mncHinES  do  moRE,so  mnn  cnn  do  diore. 


Boeing: 

Ready  for  Another  Gamble 

Boeing  iiit  the  j'ac/(pot  with  its  727.  But  the  747  to  date 
is  a  lemon.  Now  comes  another  gamble:  the  7X7. 


In  June,  normally  one  of  its  best 
months,  giant  American  Airlines  was 
only  marginally  in  the  black.  Nation- 
wide, the  major  airlines  were  flying 
barely  half  full. 

And  yet  because  of  past  commit- 
ments, in  this  troubled  year  of  197.3 
U.S.  airlines  alone  will  take  delivery 
of  nearly  150  more  big  planes,  further 
burdening  them  with  excess  capacity. 

It  would  seem  a  good  time  for  an 
airplane  salesman  to  go  fishing.  Yet 
the  Boeing  Co.  is  laying  the  ground- 
work for  what  it  hopes  will  be  a 
whole  new  generation  of  jets  for  de- 
livery starting  around  1978.  Neither 
supersonic  nor  747-size,  the  new 
planes  will  be  conventional  jets,  but, 
Boeing  hopes,  faster  and  much  qui- 
eter than  existing  ones. 

Why  gamble  like  this— considering 
Boeing's  troubles  from  its  747  and 
SST  gambles?  Boeing  is  only  now  re- 
covering from  those  misadxentures. 
In  four  years  its  sales  slumped  from 


$3.3  billion  to  $2.4  billion.  Total  earn- 
ings those  four  years  were  less  than 
in  any  single  year  in  the  mid-Fifties. 
As  Boeing  suffered,  so  did  its  home- 
town Seattle  as  Boeing  cut  its  work 
force  from  100,000  to  37,500. 

Now  Boeing  is  recovering  nicely. 
Employment  is  back  to  50,000. 
Boeing  has  a  good  chance  of  earning 
$2.50  a  share  this  year,  best  since 
1968  and  a  huge  gain  from  1972's 
$1.40.  The  company  carries  no  heavy 
burden  of  capitalized  development 
costs  except  for  the  747,  and  even 
that  is  already  half  amortized. 

So  why  take  the  plunge? 

The  answer  lies  in  Boeing's  cor- 
porate self-image.  Its  rivals  tend  to 
think  of  themselves  as  aerospace 
companies  that  produce  commercial 
jets  as  part  of  a  broad  product  line. 
Boeing  sees  itself  as  a  maker  of  com- 
mercial aircraft  with  a  defense  side- 
line. To  maintain  this  position,  Boeing 
feels  it  must  keep  ahead  of  its  market. 


In  this,  Boeing  is  in  sharp  contrast 
with  its  leading  rival.  McDonnell 
Douglas  says  flatly  it  has  no  interest 
in  bringing  out  a  new  line  of  com- 
mercial jets  at  this  time.  In  fact,  it 
has  shut  down  production  of  its  suc- 
cessful DC-8  after  selling  550  copies. 
The  Douglas  line  now  consists  of  just 
two  planes:  the  smallish,  twin-engine, 
125-passenger  DC-9  and  the  big, 
three-engine  DC-10,  which  can  carry 
up  to  380  passengers.  Douglas  has 
shelved  plans  to  produce  a  smaller, 
two-jet  DC-10. 

A   McDonnell   Douglas   execu- 
tive told  Forbes:  "We  think  the 
DC-9  and  DC-10  and  the  747 
and  the  rest  meet  all  the  re- 
quirements the  airlines  have. 
The  carriers  are  headed  for 
a  period  of  tough  sledding; 
for    how    long,    I    can't    tell 
you.  But  we  don't  see  pour- 
ing  money  into   a    new   de- 
velopment when  we  feel  we 
can   sell   what   we   have   wiih 
some  modifications." 

Boeing  clearly  disagrees.   It  is 
betting  that  it  can  tempt  the  airlines 
to     replace    existing     aircraft     with 
newer    planes— not    for    expansion 
but  for  replacement.  In  this,  Boeing 
gets  some  support  from  what  a 
Delta  Air  Lines  executive  recently 
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WeVe  not  only  going  places. 
We're  already  there. 


Our  telephone  companies  do  a 
lot  of  business  in  places  where 
the  economy  is  growing  faster 
than  average. 

This  means  new  office 
buildings,  new  plants.  Expanding 
facilities.  And  affluent 
communities.  Which  all  adds  up 
to  an  increased  demand  for  more 
telephones  to  make  more 


calls  all  over  the  country. 

The  communities  we  serve 
include  the  bustling  Hickory  and 
Asheboro  furniture  centers  of 
North  Carolina.  Plus  Las  Vegas. 
And  the  expanding  Ikllahassee 
and  Ft.  Walton  Beach  sections  of 
Florida.  As  well  as  the  active 
Des  Plaines-Park  Ridge  area  next 
to  Chicago's  OHare  Airport. 


Perhaps  all  of  this  contributes 
to  the  reason  why  we're  not 
only  a  diversified  utility  with  a 
very  interesting  track  record. 
We're  solidly  the  fomth  largest 
independent  telephone  company 
in  the  nation. 

So,  as  you  can  see,  we're  going 
places.  Even  in  places 
where  we  already  are. 


told  Forbes:  "We  used  to  be  con- 
cerned with  planes  that  flew  more 
people  faster.  We  had  certam  con- 
stants such  as  fuel  costs.  And  we  had 
steady  traffic  growth.  None  of  that 
is  true  anymore. 

"Today  flexibility  is  the  name  of 
the  game.  We're  faced  with  airports 
like  O'Hare  that  don't  want  737s  be- 
cause they  take  up  more  time  on  the 
field  than  they're  worth  for  the  pas- 
sengers they  carry. 

"We  have  fuel  cost  worries,  noise 
and  pollution  worries.  And  we  have 
short-hop  routes  that  can  be  made 
profitable  only  if  flown  right.  So  we 
have  to  look  beyond  the  overcapacity 
problems  of  1973-74  to  1978,  say, 
and  plan  for  a  flexible  fleet,  a  good 
mix  of  aircraft,  smaller  in  number 
but  more  flexible." 

Though  flexible  and  fast,  Boeing's 
new  craft  would  mean  nothing  like 
the  break  with  the  past  of  the  early 
Sixties,  when  the  switch  from  props 
to  jets  meant  each  new  plane  was 
three  times  as  productive  as  the  one 
it  replaced.  Since  then,  planemakers 
have  achieved  no  such  leaps. 

Boeing's  current  name  for  the  air- 
craft is  "7X7."  The  "X"  is  deliberate. 
The  planes  do  not  yet  exist,  nor  does 
Boeing  know  precisely  what  kind  of 
planes  they  will  be.  Says  Boeing 
Chairman  Thornton  A.  Wilson:  "The 
design  boys  wanted  a  specific  num- 
ber. I  said  no:  A  number  would  imply 
we  know  what  the  hell  we're  going  to 
build  and  we  don't.  So  the  7X7  is 
whatever  we're  going  to  do  next." 

Nevertheless,  certain  basic  details 
of  the  7X7  are  pretty  well  established. 
The  plane  is  being  offered  in  four-  or 
three-  or  even  two-engine  designs  tha^ 
will  be  longer,  quieter  and  more 
efficient  than  current  models,  and 
that  will  haul  200-plus  passengers 
over  relatively  long  distances  (up  to 
5,500  miles)  at  speeds  near  Mach  1 
—that  is,  close  to  700  miles  per  hour. 
In  size  it  will  fill  a  gap  between  the 
727  (120-180  passengers)  and  the 
DC- 10  (270-380  passengers)  while 
offering  the  range  of  a  747. 

The  design  calls  for  the  engines  to 
be  mounted  on  top  of  the  wingspan  to 
give  m6re  lift  to  the  JTIOD  engines 
being  developed  by  Pratt  &  Whitney. 
The  new  engine  is  expected  to  have 
a  significantly  reduced  noise  level  and 
reduced  smoke  emissions.  By  offering 
the  7X7  for  delivery  in  1978,  Boeing 
is  taking  no  chances  on  Pratt  & 
Whitney's  ability  to  deliver  the  goods. 
The  first  version  of  the  JTIOD  will 
have  prototype  tests  in  early  1974, 
while  the  final  version  designed  for 
the  7X7  is  scheduled  for  production 
by  1975— time  enough,  Boeing  feels, 
to  work  out  any  engine  problems. 

How  much  will  Boeing,  its  custom - 


Wilson  of  Boeing 

ers  and  suppliers  have  to  commit 
to  make  the  new  line  a  reality?  An- 
swers Wilson:  "Start  with  a  half  bil- 
lion dollars  and  move  on  up  from 
there."  Why  so  much  to  improve  sim- 
ply the  present  type  of  airplane? 

"We've  got  to  have  a  product  that 
is  20%  better  than  anything  available 
or  that  could  be  made  available  by 
somebody  altering  an  existing  design," 
Wilson  replies.  "If  the  product  is  20% 
better,  then  an  airline  that  is  throw- 
ing off  cash  can  damn  near  make  its 
money  back  fast  enough  by  buying 
that  plane,"  he  adds.  "But  it  has  to 
be  significantlij  more  productive  be- 
cause a  competitor  can  alter  an  exist- 
ing design  and  sell  that  cheaper  be- 
cause his  basic  costs  are  behind  him." 

Clearly,  the  potential  customers  are 
not  breaking  down  the  door.  The 
7X7s  will  take  a  lot  of  hard  selling. 
E.H.  (Tex)  Boullioun,  who  heads 
Boeing's  commercial  airplane  compa- 
ny, recently  returned  from  a  round- 
the-world  call  on  35  potential  7X7 
customers  without  getting  one  com- 
mitment. This,  Wilson  says,  does  not 
bother  him:  "Right  now  I'm  interested 
in  working  out  the  trade-offs:  Noise 
level  vs.  performance  i;*.  payload,"  he 
argues.  "We've  got  to  get  that  down 
first  instead  of  doing  the  things  that 
enamor  or  coerce  a  customer  before 
he's  quite  ready." 

"future  Shock" 

The  decision  to  gamble  on  a  new 
generation  of  planes  indicates  a  cou- 
ple of  important  points.  First,  it  means 


that  Wilson,  who  took  over  in  1969, 
is  firmly  in  control.  Boeing  manage- 
ment has  been  reorganized  in  the  last 
18  months  to  give  greater  responsi- 
bility to  division  chiefs  than  during 
the  administration  of  former  Chief 
Executive  Officer  William  M.  Allen. 
In  addition  to  the  diversification  di- 
visions and  the  aerospace  enterprises, 
the  production  of  the  707-727-737 
lines  has  been  placed  in  one  separate 
company,  the  747  in  another.  De- 
velopment of  the  7X7  has  been 
handed  to  a  newly  set  up  design 
group,  and  a  production  division  will 
grow  out  of  that.  Nevertheless,  the 
ex-engineers  who  run  these  divisions 
are  committed  to  Wilson's  decision  to 
keep  Boeing  in  the  aircraft  industry. 

It  almost  didn't  turn  out  that  way. 
Late  in  1970,  at  the  depth  of  its 
troubles  and  less  than  a  year  into 
Wilson's  administration,  key  manage- 
ment holdovers  locked  themselves  in 
for  two  months  in  the  company's  op- 
erations center.  And  there,  sitting 
at  a  V-shaped  conference  table,  they 
read  books  such  as  The  Greening  of 
America  and  Future  Shock  and  de- 
bated Boeing's  future  role.  The  de- 
cision was  to  continue  Boeing's  foray 
into  ground  transportation,  but  to  pro- 
ceed on  the  theory  that  Boeing  still 
had  a  bright  future  in  the  air. 

"Diversification  is  important,  but 
not  as  important  as  what  we  have 
been  doing,"  Wilson  says.  "Basically, 
we've  been  in  support  of  the  Govern- 
ment, in  both  the  military  and  space, 
and  we  have  been  in  the  commercial 
airplane  business. 

"On  the  government  side,  we  con- 
template holding  our  own  or  grow- 
ing a  bit  at  the  expense  of  our  com- 
petitors, but  this  won't  be  decisive 
from  a  profit  or  cash  standpoint.  But 
we  look  at  the  commercial  airplane 
business  growing  at  a  compounded 
rate  proportional  to  both  population 
and  gross  national  product.  We're 
sure  of  the  flying  age  population  for 
the  next  decade  or  so  because  they're 
already  born,  and  GNP  growth  is 
fairly  predictable  over  the  long  run. 
The  short  run's  tie  trouble  now." 

Like  most  of  the  men  who  sunound 
him,  Wilson  is  a  former  engineer 
whose  accounting  philosophy  is  warily 
conservative.  "I'm  not  a  finance  guy. 
I  sometimes  have  trouble  tracking 
formal  financial  presentations,"  he 
says.  "But  I  think  that  one  of  our  mis- 
takes in  the  past  was  that  we  haven't 
been  as  profitable  as  we  should  have 
been  because  we  tried  to  grow  too 
fast,  with  too  many  new  products. 
We  want  to  continue  to  grow,  but 
we  want  that  growth  to  make  sense  to 
an  investor." 

Boeing's  sales  slump  was  largely 
accounted  for  by  the  fact  that  it  had 
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n  number 
o!  time 
periods  {days. 
months,  years). 

i  interest  rale. 
YTM  Yield  to 
maturity. 

PMT  Payment 

or  installment 
of  an  annuity. 
INTR  Interest 
payment  ot  a 
note  or  couiX)n 
rale  ol  a  bond. 


PV  Present  value 

or  principal. 
BONOPrice 
ol  a  bond. 

fV  Future  value. 

n  Use  for 
alternate  function 
of  key. 

%  Percentage 
amount  of  a  base 
number.  A% 
Figures  difference 
in  percent 
l)etween  tvKO  values. 

TL  Simply  calculates 
trend  lines  by  the 
least-squares  linear 
regression  method. 

SOD  Computes 
amortization 
schedules  using 
sum-ofthe- 
iJigits  method. 

DAY  Calculates 
difference  in  calendar 
days  between  two 
dates.  DATE  Finds  a 
specific  date,  given 
the  number  of  days. 


»iV  Exchange 

figures  in 

memory  t)ank. 

R«  Rotates  the 

"stack"  of  stored 

figures  down  one 

location.  Will 

continue  to  rotate 

with  each 

pressing. 

STO  Stores  a 

numtier  until  called 
upon  by  RCL. 

y«  Raises  a  positive 

number  to  any  power. 

iT  Finds  square 

root  of  any  number. 

i  Calculates 

arithmetic  average 

(mean).  "•£  Returns 

calculations  to 

the  summing  mode. 

SAVE  Enters  a 
value  into  the  HP-80 
(to  tie  operated  on  by 

another  value). 

RCL  Recalls  a 
number  stored  by  STO. 

CHS  Changes  +  to- 
or  —  to  +  as  shown 
in  the  display. 

cue  Clears 

the  display. 

CLEAR  Clears 

machine  except 

constant  storage. 

t*  Adds  a  series 

ol  numbers  to  find  a 

mean  and  standard 

deviation,  l-  Allows 

error  correction. 


The  He^ett-Packard  HR80  figures  future  value 
of  a  compounded  amount  in  10  seconds. 
Discounted  cash  flo^  in  35  seconds. 
Payment  of  a  loan  in  10  seconds. 
Rale  of  return  in  10  seconds. 

For  years,  businessmen  like  you  have  had  to  solve 
financial  problems  with  cumbersome  tables  and  in- 
terpolation. Or  with  a  far  away  computer  you  had  to 
wait  to  use. 

But  no  more. 

Now  in  seconds  with  the  HP-80  computer  calculator 
(and  using  nothing  else),  you  can  do  the  work  that 
used  to  eat  up  minutes,  even  hours,  every  day. 

Because  stored  inside  is  the  ability  to  solve  over  one 
hundred  types  of  problems  — each  in  seconds.  This 
includes  almost  anything  you  might  need:  mortgage 
payment  and  analysis,  accrued  interest,  trend  lines, 
mean  and  standard  deviation,  true  equivalent  annual 
yield  and  more. 

And  although  you  may  think  a  machine  this  versatile 
would  be  complex  to  operate,  it's  not. 

To  start,  you  can  forget  all  formulas  and  equations. 
The  HP-80  doesn't  need  them,  so  neither  do  you. 
Merely  enter  the  known  information,  press  the  key 
representing  the  answer  you  desire  and  it  appears. 
Simple  as  that.  Then,  if  you  like,  you  can  instantly 
display  your  answer  in  up  to  ten  decimal  places. 

The  HP-80  also  lets  you  do  chain  calculations,  the 
same  as  on  a  big  table  top  calculator.  It  figures  per- 
centage and  percent  difference.  It  can  handle  num- 
bers as  large  as  1  followed  by  99  zeroes.  It's  a  handy 
two-hundred  year  calendar.  It  has  a  four  location 
operational  memory  and  a  constant  storage  memory. 

And  since  the  HP-80  operates  on  rechargeable  bat- 
teries as  well  as  AC,  you  never  have  to  leave  it  be- 
hind. You  can  easily  take  it  on  business  trips.  It 
weighs  only  nine  ounces. 

This  all  means  that  no  matter  what  line  of  business 
you're  in,  the  HP-80  can  save,  you  time.  And  time 
saved  is  money  saved. 

In  fact,  it's  not  farfetched  to  predict  that  you  could 
save  the  original  $395*  (USA)  purchase  price  in  a 
single  transaction. 

To  see  how  the  HP-80  can  help  you,  consult  the 
list  at  right.  But  note  the  HP-80  is  actually  pre- 
programmed to  do  much  more,  for  many  other  job 
categories. 


HEWLETT  [hlfj  PACKARD 
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Sales,  service  and  support  in  172  centers  in  65  countries. 
Advanced  Products,  10900  Wolfe  Road,  Cupertino,  California  95014 


Financial  Management/Analysis 

Capital  budgeting,  including  rate  of  return 

and  discounted  cash  flow  analysis. 

Trend  line  for  forecasting. 

Depreciation  calculations. 

Statistics. 

Annuities,  especially  sinking  funds. 

Compounded  growth  rate. 


Loans 

Payment  amount. 

Annual  percentage  rate. 

Finance  charges. 

Loan  amortization. 

Interest  rate  conversions. 

Interest  rebates  (Rule  of  78's). 


Securities/Securities  Analysis 

Bond  price  and  yields,  bond  amortization. 

Short  term  investment  price  and  yields. 

Accrued  interest  for  the  above. 

Compounded  growth  rate. 

Trend  line  analysis. 


Real  Estate 

Rate  of  return. 

Monthly  mortgage  payment  amount. 

Discounted  cash  flow  analysis. 

Depreciation  calculations. 

Mortgage  amortization,  accrued  interest. 

Trend  line  analysis  for  appraisal. 


Life  Insurance 

On  the  spot  calculation  of: 

Annuities. 

Premiums. 

Sinking  fund. 


J 


We  have  a  brochure  that  shows  exactly  how  the  HP- 
80  solves  problems,  and  we'd  like  you  to  have  a  free 
copy.  Just  call  (408)  996-0100  or  mail  the  coupon. 
Or  better  yet,  you  can  purchase  an  HP-80  right  now. 
There's  no  risk  involved  because  each  HP-80  comes 
with  a  fifteen-day  money-b'CK  trial  period.  If  you're 
in  business,  you  can't  afford  to  be  without  the  HP-80. 


The 

HR80 


Hewlett-Packard 

Advanced  Products,  10900  Wolfe  Road 
Cupertino,  California  95014 
Telephone  (408)  996-0100 


n   Please  send  me  the  free  HP-80  brochure. 

D   Please  send  me HP-80(s)  at  $395*  each.  Enclosed  is 

my  check  for  $ I  understand  each  HP-80  comes  v\/ith  a 

15-day  money-back  trial  period. 

Name 

Title 

Address  


City 

Company. 


.State. 


-Zip. 


''Add  state  and  local  taxes 
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worked  off'  its  order  bulge  for  the 
747.  Boeing  delivered  69  of  the  $30- 
million  jumbos  in  1971,  only  30  last 
year.  This  year  output  is  bumping 
along  at  one  or  two  a  month  from 
Boeing's  Everett,  Wash,  plant. 

But  while  ^  the  747  did  cause  a 
bulge  in  Boeing's  sales,  it  also  put  a 
dent  into  earnings.  Boeing's  last  big 
year  was  in  pre-747  1968,  when  it 
earned  $3.84  a  share,  whereas  its  sales 
peak  came  in  1970. 

\Vliy  didn't  the  lagging  747  pro- 
gram affect  earnings  even  more  than 
it  did?  Partly  because  of  Boeing's  con- 
?eivative  bookkeeping.  Explains  aero- 
space analyst  Lancaster  Greene,  "Boe- 
ing expenses  its  development  costs 
sarlier  and  uses  accelerated  deprecia- 
tion." Thus  last  year,  on  roughly  com- 


parable sales  volume,  Boeing  charged 
$76  million  to  depreciation,  McDon- 
nell Douglas  only  $45  million. 

Analyst  Greene  points  out  that 
Boeing  has  spread  only  its  $250-mil- 
lion  tooling  costs  of  the  747  over  400 
sales;  its  estimated  $500  million  in 
research  and  development  costs  are 
almost  all  written  off.  "In  spite  of  the 
plane's  slow  reception,  Boeing  is  al- 
ready over  half  way  home  on  a  plane 
that  will  sell  for  years." 

By  contrast,  McDonnell  Douglas 
lists  more  than  $540  million  in  de- 
ferred development  charges  that  it 
still  has  hanging  over  its  sales  of  the 
DC-10.  Lockheed  first  announced  it 
would  expense  L-1011  development 
and  tooling  over  the  first  250  copies, 
but   industry   sources    now    say   that 


number  has  been  pushed  up  to  400. 

What  expensing  a  plane's  develop- 
ment costs  early  can  mean  to  a  com- 
pany's earnings  can  be  seen  in  Boe- 
ing's experience  with  the  727.  Says 
analyst  Greene,  "On  the  727,  Boeing 
really  shines.  That  plane  was  paid  off 
long  ago.  They  should  deliver  93  cop- 
ies this  year  and  121  next  year  at  at 
least  $8  million  apiece."  The  best  out- 
side estimate  is  that  Boeing  makes  as 
much  as  a  50%  manufacturers'  pretax 
profit  on  each  one  it  delivers. 

"The  ten  707s  sold  to  Red  China 
have  t6  yield  a  good  return  as  well, 
and  the  price  tag  there  is  $10.5  mil- 
lion. And  I'm  told  Boeing  plans  a 
stretch  707  that  it  could  sell  on  into 
the  1980s,"  Green  adds. 

Boeing's   revenue   pattern   gives   it 
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CALLTHIS  NUMBER 

FOR  THE  NAME 

OF  A  MAN 

WHO  MAY  SELL  YOU 

OUR  COMPETITORS 

INSURANCE. 

800-447-4700. 


There  are  two  kinds  of  insurance  agents. 

Those  who  work  for  only  one  company  and  inde' 
pendent  agents  who  represent  many  companies. 

Industrial  Indemnity  is  a  major  Crum  &  Forster 
insurance  company.  And  hke  all  of  Crum  ^ 
Forster's  6,300  producers,  the  2,200  agents  and 
brokers  who  represent  Industrial  Indemnity  are 
independent.  If  you  call  us,  we'll  give  you  the 
names  of  the  agents  who  live  near  you.  They  handle 
our  workmen's  compensation,  property  and 
casualty  insurance,  and  other  companies'  insurance 
as  well.  So  when  they  make  a  recommendation, 
they  have  no  obhgation  to  suggest  our  insurance. 
Or  anybody  else's. 

This  independence  obviously  frees  the  agent  to 
give  you  the  kind  of  objective  advice  you  already 
expect  fpom  an  accountant  or  a  lawyer. 

If  on&of  our  agents  examines  your  situation  and 
then  recommends  one  of  our  competitors'  policies, 
he's  simply  doing  the  job  you  and  we  want  him  to  do. 
You  get  the  right  coverage  at  the  right  price.  And 
when  you're  satisfied,  he  knows  you'll  continue 
to  do  business  with  him.  And  we're  motivated 
constantly  to  improve  our  coverage  and  service. 

So  far,  the  Crum  &  Forster  companies  have 
done  extremely  well  amid  this  unusually  intense 
competition.  C^F  provides  personal  and  business 
insurance  that  ranges  from  homeowners,  auto, 
boat  and  marine,  to  workmen's  compensation 
policies.  And  in  a  field  of  over  2,700  property  and 
casualty  groups,  Crum  ^  Forster  is  number  16. 
C^F's  total  premium  volume  is  $666.8  million,  its 


net  worth  is  $432.4  million,  and  assets  are  over 
$1.4  billion. 

For  over  75  years,  the  Crum  &  Forster  Insurance 
Companies  have  been  writing  insurance  only 
through  independent  agents.  And  while  everything 
in  this  experience  has  proven  the  value  to  you  of 
using  them,  it's  just  as  important  for  you  to  get  the 
right  one. 

There  are  over  300,000  independent  insurance 
agents  in  the  country.  And,  as  we  said,  only  2,200 
of  them  have  been  appointed  to  handle  Industrial 
Indemnity.  All  of  our  agents  and  brokers  are 
insurance  professionals  who  have  established  their 
personal  and  professional  reputations  in  their 
communities. 

Call  800-447-4700  toll-free  anytime  and  we'll  be 
glad  to  tell  you  the  names  of  the  Industrial  In- 
demnity agents  who  live  near  you.  Each  of  them 
would  be  happy  to  sit  down  with  you  and  appraise 
your  insurance  situation  and  to  then  give  you  his 
expert,  objective  opinion— without  any  obligation 
to  you.  Or  to  us. 

We're  glad  to  recommend  him.  Even  though  he 
may  not  always  recommend  us. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 


yet  another  advantage  over  its  com- 
petitors. It  is  only  38%  dependent  on 
government  contracts,  vs.  50% 
for  McDonnell  Douglas  and  80%  for 
Lockheed.  And  that  space  and  mili- 
tary pie  is  shrinking. 

Four-fo-Two-fo-One 

As  of  now,  Boeing  remains  firmly 
on  top  in  commercial  jets.  The  727 
is  doing  well  and  the  707  is  still  sell- 
ing, as  are  the  737  and  747,  if  slowly. 
That  gives  Boeing  a  spread  of  four 
planes,  vs.  two  for  McDonnell  Douglas 
and  only  one  for  Lockheed. 

What  about  the  threat  from  the 
abuilding  European  airbus?  As 
Forbes  has  pointed  out  {Aug.  1, 
1972)  the  airbus  is  a  political  rather 
than  an  economic  creation.  Its  spon- 
sors are  likely,  for  prestige  reasons, 
to  proceed  with  the  project  regard- 
less of  costs.  But  Europeans  are  grum- 
bling about  the  costs  of  such  prestige 
ventures,  and  there  is  considerable 
doubt  whether  the  consortium  build- 
ing the  airbus  would  be  ready  to 
match  Boeing  plane  for  plane  and 
feature  for  feature. 

Financially,  Boeing  is  in  tiptop 
shape.  "We've  been  able  to  make  im- 
provements in  recent  years  through 


cost-cutting  and  shaving  approximate- 
ly $400  million  worth  of  bank  debt 
off  our  books,"  Wilson  says.  Working 
capital  has  grown  to  $700  million 
and  Boeing's  net  worth  is  some  $900 
milhon— twice  McDonnell  Douglas' 
and  three  times  Lockheed's.  And  Boe- 
ing's 76%  sales  gain  to  $1.7  billion  in 
the  first  half  of  1973  (earnings  rose 
47%  to  $1.16  a  share)  means  that 
Wilson's  goal  of  a  $3-billion-plus  sales 
year  is  within  reach. 

Can  Boeing  manage  a  huge  new 
development  program,  however,  with- 
out seriously  penalizing  earnings? 
Much  depends  on  how  well  the  exist- 
ing line  continues  to  do.  C.F.  Wilde, 
head  of  sales  for  Boeing's  commercial 
plane  division,  says  that  his  company 
has  about  45%  of  the  world  market 
for  big  commercial  aircraft.  Provided 
that  it  can  hold  that  percentage  and 
provided  that  the  world  market  holds 
close  to  the  current  $3.5-biIlion-to- 
$4-billion  level,  Boeing  can  count  on 
annual  commercial  sales  of  $1.5  bil- 
lion to  $1.8  billion— well  above  the 
1972  level  and  close  to  the  1973 
level.  That  would  assume  production 
of  one  or  two  707s  and  737s  and 
eight  to  ten  727s  each  month. 

In  the  meantime,  of  course,  if  busi- 


ness should  turn  down,  Wilson  could 
always  scratch  or  stretch  out  the  7X7 
program.  But  this  he  is  unlikely  to 
do.  He  makes  no  secret  of  wanting 
very  badly  to  hold  Boeing's  design 
team  together.  Nor  does  he  want  to 
face  the  possibility  of  repeating  in  the 
late  Seventies  what  he  had  to  do  in 
the  early  Seventies:  wreck  Boeing's 
worl?  force  and  the  city  of  Seattle. 

For  all  of  the  high  hopes  being 
pinned  on  the  7X7,  its  development 
carries  a  rather  stiff  price  tag.  Even 
buoyed  by  improving  sales  and  earn- 
ings, Boeing's  earnings  per  share  will 
have  to  suffer  while  the  new  family 
is  designed  and  tested  but  not  yet 
sold.  How  big  could  the  price  get? 
Says  one  analyst  privately:  "If  Boeing 
can  make  $2  to  $2.50  a  share  this 
year,  it  can  make  $3  next  year— with- 
out the  7X7.  And  what  it  can  do 
through  1974  and  1975  is  just  guess- 
ing. But  the  7X7  has  to  push  earnings 
back  down  to  $2  or  less." 

Boeing's  biggest  worry,  therefore,  is 
whether  McDonnell  Douglas  might 
be  right  and  the  market  not  be  ready 
for  brand-new  planes  by  1978.  As 
of  now,  the  two  strategies  are  fairly 
well  set.  Time  alone  will  tell  who  is 
right,  Boeing  or  McDonnell  Douglas." 


Beating  the  System 


It's  not  easy  to  do,  but  Levi  Strauss 

fs  winning  in  Japan  wittiout  playing  ttie  rules. 


If  you  want  to  sell  in  Japan,  you 
play  by  the  rules:  Prohahhj  you  take 
a  Japanese  partner;  certainly  you  sell 
through  Japanese  distribution  chan- 
nels. Until  recently,  only  Coca-Cola 
among  major  U.S.  companies  had 
bucked  the  system  of  selling  through 
a  complex  of  middlemen,  from  im- 
porter through  wholesalers.  Costs  are 
liigh,  and  along  the  way,  you  fre- 
juently  lose  control  of  how  your 
product  is  sold. 

So  you  have  to  hand  it  to  San 
Francisco's  jeans-making  Le\  i  Strauss 
i  Co.  It's  doing  business  in  Japan 
:he  American  way,  and  prospering  at 
it.  Originally,  it  used  the  Japanese 
jystem,  but  its  20  wholesalers  weren't 
■eally  selling.  "They  were  basically 
^rder  takers,"  says  Edwin  C.  Gibson, 
11,  Levi  Strauss'  modishly  clad  (in 
denims,  naturally)  branch  manager. 

Levi  Strauss  had  another  problem, 
rhere  are  roughly  100  brands  of  jeans 
n  Japan,  and  each  wholesaler  was 
distributing  several  of  them  besides 
Levi  Strauss'.  One  was  selling  its  own 
competing  brand. 

Two   years    ago    Levi    Strauss    de- 


cided to  fire  the  wholesalers  and  let 
the  importer  distribute  its  products. 
That  didn't  work,  either.  So  Gibson 
set  up  his  own  distribution  system  in 
defiance  of  hundreds  of  years  of  Jap- 
anese tradition. 

It  was  a  horrendous  task.  First, 
Gibson  had  to  recruit  and  train  an 
American-style  sales  force.  Then  there 
was  the  problem  of  finding  outlets: 
There  are  1.5  million  of  them  in  the 
country,  most  of  them  mom-and- 
pop  stores  tucked  away  in  narrow 
side  streets  and  back  alleys.  P"inally, 
Gibson  had  to  overcome  the  fear  of 
big  retailers  that  dealing  directly 
with  Levi  Strauss  would  alienate  their 
supplying  wholesalers. 

Levi  Strauss  lost  300  accounts— 
mostly  Tokyo  area  department  stores 
and  shops.  The  wholesalers  put  the 
heat  on  the  department  stores  not  to 
carry  Le\'i  Strauss  jeans.  Department 
stores  get  a  \ariety  of  services  from 
wholesalers— sales  clerks,  for  example. 
They  take  back  unsold  merchandise". 
They  gi\e  kickbacks  in  the  form  of 
advertising  allowances. 

It  took  Gibson  months— in  one  case 


a  year— to  bring  the  department  stores 
back.  "A  department  store  doing  $100 
million  a  year  with  a  big  wholesaler 
is  pretty  susceptible  to  pressure, "  he 
says.  "Also,  a  couple  of  depaitment 
stores  in  Tokyo  won't  do  business 
with  us  because  we  won't  go  along 
with  the  kickback  scheme." 

Despite  all  the  difficulties,  Levi 
Strauss*  American-style  marketing  sys- 
tem is  now  a  success.  Le\  i  Strauss' 
Levis  are  now  Japan's  third-largest- 
.selling  jeans  and  pushing  for  second 
place.  The  company  is  .selling  more 
than  I  million  pairs  a  year  worth  an 
estimated  $9  million. 

"I  will  be  disappointed,"  says  Gib- 
son, "if  it  is  not  a  $20-milli<)n-l()-$25- 
million  business  within  three  years.  I 
gue.ss  yoti  could  say  we've  broken  the 
rules  and  gotten  away  with  it." 

Could  other  U.S.  companies  do  the 
same?  Not  so  easily.  One  reason  Gib- 
son could  beat  the  system  is  that  Levi 
Strauss  jeans  are  the  best-known  l^S. 
product  in  Japan  next  to  Coca-Cola. 
During  the  Occupation,  a  thriving 
second-hand  jeans  market  developed 
in  GI  castoHs.  Thtis,  aided  by  heavy 
advertising,  Levi  Strauss  jeans  have 
become  a  status  symbol.  "If  you've 
got  a  strong  name  and  a  (|ualily  prod- 
uct, you  can  pretty  much  call  your 
shots  in  Japan,"  says  Cwbson.  "With- 
out the  Levi  name,  we'd  be  jiisl  ;iii- 
other  jeans  company."  ■ 


The  story  behind  Gould's  growth  from  a  $115  million  battery 
company  to  a  $500  million-plus  company  in  just  five  years. 
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The  mother  of  invention. 


Some  companies  are  able  to  invent 
products  to  meet  their  markets' 
needs.  But  sometimes  what  a  market 
needs  ean't  always  be  created  within 
the  scope  of  what  a  company  knows. 
At  Gould,  a  new  product  often 
results  from  the  way  we  cross- 
pollmate  our  technologies.  By  trans- 
ferring these  technologies  from  one 
busmess  to  another,  we  have  a  better 
chance  of  creating  the  products  our 
customers  need. 

For  example,  a  radically  new  elec- 
tric heating  element  and  our  thin 
copper  foil  made  by  our  electro 
deposition  process  came  out  of 
metallurgical  technology  we  devel- 
oped  in  the  automotive   bearing 


business.  And  our  battery  technol- 
ogy is  helping  expand  our  markets 
for  instruments  and  recorders  by 
making  these  products  portable. 

This  cross-pollination  works  be- 
cause our  technologies  are  closely 
related  and  support  one  another.  To 
keep  it  working,  our  corporate  R&D 
Committee  meets  monthly  to  review 
on-going  and  new  projects.  So 
they're  able  to  monitor  new  develop- 
ment programs  and  communicate 
progress  throughout  the  company. 
The  result  is  a  broad  and  objective 
search  for  the  ultimate  solution  to  a 
customer's  problem. 

Each  Gould  division  has  its  own 
Product  Development  Department. 


This  means  the  future  needs  of  our 
customers  are  recognized  and  em- 
phasized on  the  divisional  level. 

We  believe  our  combination  of 
unique  technical  capabilities  is  an- 
other reason  for  our  growth  record. 
A  record  showing  that  during  the 
prior  five  years  earnings  per  share 
increased  at  a  compounded  annual 
rate  of  1 2% ,  in  spite  of  one  down  year. 

Gould  Inc.,  8550  West  Bryn  Mawr 
Avenue,  Chicago,  Illinois  60631. 

■J  GOULD 

the  proud  inventors 


9  Crane  Chempump*  at  work  in  Baytown,  Texas. 


Gas-odor  plant 
If  ithout  gas-odor  problems 
or  the  neighborhood. 


Right  across  the  highway  from  a 
residential  community,  the  Natural 
GasOdorizing  Division  of 
Helmerich  &  Payne,  Inc. 
manufactures  the  chemical  that 
gives  odorless  and  highly  volatile 
natural  gas  its  acrid,  and  often 
life-saving,  smell. 

Leakage  of  this  odor  once 
caused  a  considerable  problem. 
But  the  company's  engineers 
solved  it,  working  with  Crane. 
They  replaced  standard  cen- 
trifugal pumps  with  the  Crane 
Chempump:  the  leakproof,  canned 
motor  pump.  End  of  leakage.  End 
of  odor  problem.  End  of  extra 
maintenance  costs  and  product 
losses.  End  of  story. 

The  Crane  Chempump.  Serving 
chemical  processing,  nuclear 
power  plants  and  other  industries 
where  pump  leakage  is  a  major 


pollution,  health  or  safety  consideration 
Crane:  Leaders  in  products  and  tech- 
nologies to  clean  up  our  waters 
and  the  air  we  breathe.  For 
further  information  contact: 
Crane  Co.,  300  Park  Avenue, 
New  York,  New  York  10022. 


CRANE 


A  Chat  with  Orville  Freeman 

The  former  Secretary  of  Agriculture  predicts 

food  surpluses  and  lower  prices  by  1977  but  a  worldwide 

food  shortage  starting  in  1980  unless 


Higher  food  prices  are  liurting,  yes, 
but  they  eventually  will  lead  to  lower 
food  prices  because  they  will  bring 
into  production  50  million  acres  (in- 
cluding the  17  million  that  went  into 
production  this  year)  now  lying  idle; 
in  fact,  if  they  go  high  enough,  they 
could  bring  as  many  as  100  million 
idle  acres  into  production.  Compare 
this  with  the  300  million  acres  now 
under  cultivation;  it  represents  a  33% 
increase  in  acreage.  This  won't  hap- 
pen overnight;  the  shortages  that  have 
created  high  food  prices  will  continue 
for  another  two  or  three  years.  How- 
ever, by  1976  the  U.S.  farmer  will 
be  producing  enough  food  to  satisf)' 
all  the  requirements  of  the  U.S.  and 
of  those  foreign  countries  that  cur- 
rently import  food  from  us.  By  1977 
there  will  be  surpluses.  Prices  will 
then  begin  to  sag. 

Start  worrying  in  1980.  Shortages 
again  will  become  a  worldwide  prob- 
lem. Unless  there  is  then  a  tremen- 
dous expansion  of  tropical  agriculture, 
two-thirds  of  the  world  will  face  hun- 
ger and  even  starvation. 

The  prediction  isn't  ours.  It's  Or- 
ville Freeman's.  Freeman  was  Secre- 
tary of  Agriculture  in  the  Kennedy 
and  Johnson  Administrations.  He  also 
once  was  goxernor  of  Minnesota,  a 
farm  state.  He  is  now  president  of  a 
privately  held  corporation.  Business 
International,  that  advises  150  multi- 
national corporations  on  business  con* 
ditions  and  problems  abroad.  We 
stopped  by  his  office  the  other  day  to 
ask  him  what  opportunities  the  agri- 
cultural situation  presents  for  busi- 
ness and  what  challenges. 

On  the  opportunities:  Freeman  be- 
lieves the  first  industry  to  enjoy  the 
impact  of  more  aiid  more  acres  going 
into  production  will  be  the  fertilizer 
industry.  The  seed  industry  will  not 
be  far  behind.  Railroads  that  carry 
foodstuffs,  like  the  Chicago  &  North- 
western, also  will  profit.  Profits,  he 
says,  will  more  slowly  reach  the  man- 
ufacturers of  farm  machiner)'. 

On  the  challenges:  Expanding  trop- 
ical agriculture  is  not  an  easy  prob- 
lem. Deserts  must  be  made  to  bloom. 
Countries  that  are  periodically  sub- 
ject to  diought  must  find  reliable 
sources  of  water.  New  seeds  must  be 
developed,  new  breeds  of  livestock. 
Freeman  believes  industry  will  meet 
the  challenge  with  government  help. 
The  governments  of  the  developed 
world  will  help,  he  says,  because  "one- 


third  of  the  world  can't  let  the  other 
two-thirds  starve." 

Freeman  told  us  that  he  thought 
Richard  M.  Nixon  had  made  a  great 
mistake  in  attempting  controls.  He  was 
particularly  critical  of  the  Phase  3/2 
freeze,  which,  he  said,  had  led  to  a 
drop  in  the  production  of  meat  and 
poultry,  had  caused  sex'eral  meatpack- 
ers  and  millers  to  shut  down  and  had 
led  to  distress  in  the  grocery  industry. 
He  also  took  a  dim  view  of  the  Presi- 
dent's partial  embargo  on  farm  exports. 

Mistakes  Righted 

With  the  release  of  50  million  acres 
from  the  soil  bank  and  the  relaxation 
of  controls  on  food  prices  (soon  to 
become  complete),  the  Administration, 
he  said,  "is  finally  on  the  right  track. 

"If  I  were  still  in  public  life,  I'd 
probably  never  say  a  thing  like  this 
publicly,"  he  told  us,  "but  I  beliexe 
that  there  is  no  other  way  to  get  low- 
er food  prices  than  first  to  get  higher 
food  prices." 

Freeman  said  the  reason  for  the 
present  high  cost  of  food  was  a  world- 
wide food  shortage,  and  the  "reason 
for  that  can  be  told  in  one  word- 
weather. "  Last  year  was  a  bad  year 
for  crops  almost  everxwhere  in  the 
world  except  in  the  U.S.  The  result: 
Foreign  demand  for  U.S.  farm  prod- 
ucts created  shortages  in  the  U.S.  In 
addition,  there  was  an  anchovy  fail- 
ure oft  the  coast  of  Peru.  (Anchoxies 
are  a  fish  meal  for  animals.)  These 
shortages  caused  feed  prices  to  rise, 
which,  in  tmn,  caused  the  price  of 
beef,  pork  and  poultry  to  rise.  Since, 
until  now,  food  prices  were  strictly 
controlled  at  the  processing  and  dis- 
tribution level,  this  put  farmers,  pro- 
cessors and  distributors  in  a  bind. 

"Nixon,"  he  said,  "bowed  to  politi- 
cal pressure,  the  housewives'  revolt, 
the  meat  boycott.  He  shouldn't  have. 
In  Lyndon  Johnson's  phrase,  he  should 
haxe  'honkered  up  like  a  jackass  in  a 
hailstorm  and  waited  it  out.'  The  pro- 
tests would  have  died  down.  After  all, 
when  you  think  in  terms  of  per-capita 
income,  we  still  have  the  cheapest  f(X)d 
in  the  world.  We  spend  15%  of  oui- 
per-capita  income  for  food;  in  Europe, 
the  figure  is  25%." 

Freeman  said  he  was  sure  the  50 
million  acres  the  Goxernment  has  re- 
leased from  the  soil  bank  would  come 
into  cultivation.  "Consider  those  50 
million  acres.  Fifty  million  acres  more 
amount  to  one-sixth  more." 


Freeman  of  Business  International 

We  agreed  that  mathematically  he 
was  right,  but,  we  asked,  will  the 
farmers  put  those  50  million  acres  into 
production?  We  pointed  out  that,  de- 
spite high  prices,  the  farmers  did  not 
increase  spring  planting  significantly 
this  year. 

His  reply:  "Farmers  are  cautious, 
but  they  now  know  they'll  be  able  to 
get  higher  prices  for  their  crops. 
Farmers  will  bring  those  50  million 
acres  into  production.  Look,  if  you  have 
400  acres  with  100  in  the  soil  bank,  it 
won't  take  very  much  capital  in- 
vestment to  put  those  100  additional 
acres  into  production.  And,  if  you're 
certain  of  getting  a  good  price  for 
your  produce,   you  will." 

In  this  connection,  he  spoke  ap- 
provingly of  a  bill  recently  passed  by 
the  Congress  putting  a  floor  under 
farm  prices.  This,  he  said,  assures  the 
farmers  that,  if  surpluses  again  de- 
velop, they  wo.i't  suffer.  So  they'll 
have  no  great  hesitation  about  going 
into  full  production. 

Meat-Eaters 

Freeman  based  his  prediction  that 
a  worldwide  food  shortage  will  begin 
to  loom  in  1980  on  a  fact  and  an 
assumption.  The  fact:  World  popula- 
tion will  continue  to  grow  even  if  the 
birthrate  drops.  The  assumption:  that 
nations  will  continue  to  get  more  and 
more  affluent.  "When  people  become 
more  affluent,  they  eat  more  meat. 
And  animals  consume  more  grain 
than  do  humans." 
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"Europe,  Japan  and  the  U.S.  still 
have  a  relatively  low  meat  intake. 
With  continued  affluence,  they  will 
consume  more  meat.  This  means  they 
will  need  more  feed  grain  just  in  order 
to  meet  their  own  requirements.  They 
won't  have  enough  grain  to  meet  the 
needs  of  the  underdeveloped  countries. 

"The  West  is  reaching  the  limits 
of  agricultural  expansion.  Japan 
doesn't  have  any  more  land  for  agri- 
culture. You  know,  an  acre  of  land 
20  miles  from  Tokyo  already  is  going 
for  $25,000.  I  recently  talked  with 
Kosygin  [Alexei  Kosygin,  Chairman  of 
the  Council  of  Ministers  of  the  Soviet 
Union].  Kosygin  is  committed  to  in- 
crease his  country's  meat  supply,  but 
he  can't  increase  feed  production 
enough  for  that.  The  weather  in  the 
Soviet  Union  is  too  unreliable. 

"The  underdeveloped  nations  will 
simply  have  to  produce  the  grain 
themselves.  That's  why  a  great  ex- 
pansion of  tropical  agriculture  is  nec- 
essary. There  are  still  great  potentiali- 
ties in  the  tropics." 

How  great  these  potentialities  are 
has  long  been  a  subject  of  dispute, 
but  no  one  can  fault  Freeman's  argu- 
ment that  they  do  exist.  When  the 
ancient  Hebrews  migrated  from  Egypt 
to   Palestine,   they   migrated  to  what 


Too  Little,  Too  Late? 


It's  not  easy  to  leap  from  the  16th 
century  into  the  20th,  but  that,  say 
the  experts,  is  exactly  what  Orville 
Freeman  asks  when  he  calls  for  a  vast 
expansion  of  tropical  agriculture. 
Freeman  says  the  world  must  have 
such  an  expansion  by  the  1980s,  but 
such  a  goal  is  probably  unrealistic. 
Says  Richard  Holland,  vice  president 
for  agronomic  research  of  DeKalb 
AgResearch,  the  world's  largest  hy- 
brid seed  company:  "We  see  a  lot  of 
opportunity  in  those  areas,  but  we're 
not  directing  our  research  toward  de- 
veloping seed  for  them  right  now." 

However,  research  is  going  on— and 
education,  too— financed  mostly  by 
government  agencies  and  the  Ford 
and  Rockefeller  foundations.  And 
progress  is  being  made  in  opening  the 
way  for  U.S.  enterprise. 

An  example  is  Colombia.  There,  a 
Rockefeller  project  has  demonstrated 
the  effectiveness  of  a  new  species  of 
com,  opaque-2.  Opaque-2  has  a  high 
content  of  lysine  and  tryptophan,  both 
of  which  are  essential  for  physical  and 
mental  growth.  Ordinary  com  does 
not  have  them  in  sufficient  quantities 
for  anyone  who  cannot  get  protein 
from  other  sources. 

This  has  opened  the  door  for  CPC 
International  and  Quaker  Oats,  both 
of  which  are  now  making  opaque-2 


the  Bible  tells  us  was  "a  land  of  milk 
and  honey."  It  became  a  desert,  but 
the  modern  Israelis  have  been  making 
it  bloom  again.  Khuzistan  was  the 
granary  of  the  ancient  Persian  em- 
pire. It,  too,  became  a  partial  desert. 
Now,  in  a  project  mapped  out  and 
coordinated  by  David  E.  Lilienthal, 
the  first  chairman  of  the  Tennessee 
Valley  Authority,  Khuzistan,  in  Lili- 
enthal's  words,  "is  now  the  land  of 
opportunity  for  young  people." 

India's  Experience 

"In  India,  underneath  the  Ganges 
basin,"  Freeman  said,  "there  is  the 
largest  deposit  of  underground  water 
in  the  world.  If  that  deposit  were 
tapped,  the  Ganges  basin  could  grow 
five  crops  a  year.  We  grow  one  crop 
a  year  in  the  Midwest.  Of  course,  it 
will  take  money.  You  have  to  dig 
down  1,000  feet  to  get  that  water." 

In  the  case  of  Israel,  the  money 
came  from  Zionists  around  the  world 
and  especially  from  American  Zion- 
ists. In  the  case  of  Khuzistan,  it  came 
from  Iran's  vast  oil  resources.  But 
those  are  only  two  instances:  Where 
will  it  come  from  in  other  cases? 

Freeman  said  that  a  great  deal  will 
have  to  come  from  the  governments  of 
the  U.S.,  Western  Europe  and  Japan 


operating  through  an  international 
agency.  However,  he  believes  that 
a  good  deal  will  come  from  private 
enterprise. 

"Look,"  he  said,  "when  I  became 
Secretary  of  Agriculture,  we  were  giv- 
ing India  all  sorts  of  food  and  farm 
aid,  including  agricultural  technical 
assistance.  And  very  little  happened. 
India  was  not  expanding  its  food  pro- 
duction. J  went  to  India  to  find  out 
why.  The  reason  was  simple.  India, 
for  political  reasons,  was  holding  down 
food  prices.  Farmers  didn't  expand 
production  because  there  was  no  prof- 
it in  doing  so.  The  U.S.  convinced  the 
Indian  government  to  inaugurate  a 
support  program.  In  two  years,  1.45 
million  acres  went  into  new  seed.  It 
took  us  20  years  to  adopt  hybrid  com. 
The  Indians  went  into  new  seed  in 
two.  That  was  the  'green  re\olution.' 
India  l>ecame  self-supporting  in  food. 
True,  last  year  it  had  to  import  food; 
that  was  because  of  the  weather, 
drought.  Tap  the  underground  water 
in  the  Ganges  basin  and  you  won't 
have  that  problem." 

Did  Freeman  personally  consider 
tropical  agriculture  a  good  invest- 
ment? "I  do.  Considering  the  demand 
for  food  that  will  develop  starting  in 
1980,  I  most  certainly  do."  ■ 


products.  CPC  has  established  a  sub- 
sidiary, Maizena,  which  makes  two 
products:  a  weaning  food  for  infants 
and  a  mix  for  making  arepa,  a  pan- 
cake-like bread. 

They  Had  To  Apologize 

Maizena  test-marketed  the  wean- 
ing food  in  the  city  of  Cali,  and  it 
proved  such  a  howling  success  that 
the  company  had  to  run  advertise- 
ments in  the  new.spapers  apologizing 
for  not  being  able  to  meet  the  demand. 

Quaker  Oats  has  not  been  so  suc- 
cessful. Its  cereal,  Incaparina,  was  re- 
jected by  the  market,  according  to  a 
Rockefeller  report,  because  of  the 
taste.  The  company  is  working  on  a 
better-tasting  product. 

Another  example  is  Brazil.  There, 
Sementes  Agroceres,  S.A.,  a  subsidiary 
of  International  Basic  Economy  Corp., 
adapted  opaque-2  corn  for  the  Bra- 
zilian corn  belt.  Sementes  Agroceres 
is  now  one  of  the  largest  hybrid  corn 
seed  companies  outside  the  U.S. 

Actually,  according  to  a  report  of 
the  International  Maize  and  Wheat 
Improvement  Center,  which  is  spon- 
sored by  Ford,  Rockefeller  and  the 
International  Bank  for  Reconstruction 
&  Development,  among  others,  it's  now 
possible  to  design  almost  any  kind  of 
seed  to  order— "for  good  rainfall  areas 


and  for  those  subject  to  dry  spells, 
for  high  altitudes  with  cooler  climate 
and  for  hot  tropics,  for  longer  and  for 
shorter  day  length." 

On  the  whole,  U.S.  corporations 
have  not  been  too  active  in  research, 
but  there  are  exceptions.  One  is  Dow 
Chemical,  which  has  developed  sever- 
al products,  including  Tavron,  a  com- 
pound that  destroys  weeds  in  rice 
fields,  and  Dolpon  Dowpon,  for  con- 
trol of  grass  on  rubber  plantations. 

Dr.  L.L.  Coulter,  Dow's  intemation- 
al  liaison  for  agricultural  chemicals, 
.sees  great  opportunities  for  his  com- 
pany in  tropical  agriculture— "if  the 
coimtries  can  make  it  economically 
feasible  and  motivate  their  people." 

At  International  Harvester,  Robert 
J.  McMenamin,  vice  president  in 
charge  of  the  overseas  marketing  di- 
vision, says  his  company  already  is 
reaping  the  benefits.  "In  Latin  Ameri- 
ca," he  says,  "nearly  all  the  countries 
are  mechanizing  already,  led  by  Bra- 
zil." Africa,  he  adds,  "has  probably 
the  biggest  potential." 

As  Mexico's  experience  shows  (see 
p.  33),  industrialization  alone  cannot 
solve  the  problem  of  a  poor  country. 
Agriculture  must  grow,  too.  New 
types  of  agriculture— for  tropical  and 
dry  areas— will  be  needed.  Question: 
Is  the  world  moving  fast  enotigh? 
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Take  it  easy. 
Those  are  words  not  often  associated 
with  commercial,  industrial 
or  institutional  construction. 
Because  you  usually  need 
your  new  building  yesterday. 

But  you  can't  just  toss  up 
four  walls  and  a  roof.  You  want 
things  like  quality,  good  looks, 
function  and  serviceability. 
And  those  things  take  time 
to  organize,  plan  and  build. 

That's  where  we  can  help. 
With  our  products 
and  your  Butler  Builder's  services. 

His  everyday  business  is  planning 
and  building  commercial,  industrial 
and  institutional  buildings. 
So  he  knows  the  ropes 
and  can  often  help  relieve 
some  of  the  pressures  of  planning. 


budgeting,  designing,  scheduling. 

any  of  the  phases 

of  project  management. 

For  example,  he  might  help 
analyze  your  layout  needs 
for  both  people  and  equipment; 
then  help  pick  the  right  type, 
size  and  shape  Butler 
building  system.  Or,  if  necessary, 
he  might  even  have  us  engineer 
and  fabricate  a  special  building. 

And,  because  we  use 
building  systems, 
actual  construction  goes  faster. 
All  the  building's  components 
are  designed  and  manufactured 
to  work  together  precisely. 
They  arrive  on  the  site  ready 
for  quick,  accurate  erection. 
The  whole  Butler  approach 
to  building  is  designed 


to  help  save  time 

so  your  new  building  becomes 

a  usable  asset  sooner. 

One  that's  efficient 

and  economical. 

So  when  you're  ready  to  build, 
tax  us.  Not  yourself. 

For  more  information, 
call  your  Butler  Builder." 
He's  listed  in  the  Yellow  Pages 
under  "'Buildings,  Metal." 
Or  write  us  for  this  free  informative 
brochure.  And,  if  you'll  tell  us 
how  you  plan  to  use  your  building, 
we'll  try  to  supply  color  photos 
of  how  others  have  used 
Butler  buildings  in  a  similar  manner. 
Write  Butler  Mfg.  Co., 
BMA  Tower,  Dept.  B-393 
Kansas  City, 
Missouri  64141. 


Tax  us.  Not  yourself. 
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Build  a  Butler  Building 


BUTLER 


Serving  building  needs  inlernationally.  with  plants  and  offices  in  Ihe  LIniled  States.  Canada.  Mexico  and  the  United  Kingdom. 


W61«  making  the  world 


When  children  get  off  to  a  good 
start,  there's  a  good  chance  they'll  lead 
better  and  healthier  lives.  Armour-Dial 
International  is  making  sure  they  get  this 
opportunity  by  supplying  medicines, 
chemicals,  diagnostic  and  personal  care 
products  in  over  a  hundred  countries. 
All  over  the  world. 

Our  local  orientation  lets  us  adapt 
our  products  and  technology  to  specific 
requirements.  So  that  everyone— every- 
vvhere— may  enjoy  the  promise  of  a 
better  chance  to  live. 

Health  Care— just  one  of  the  many 
ways  we're  meeting  people's  needs. 


KEY  SUBSIDIARIES  OF  THE  GREYHOUND  CORPORATION 

tran: 


Greyhound  Lines 
Greyhound  Lines  of  Conado 


Texas,  New  Mexico  &  Oklahoma  Coaches 
American  Sightseeing  Tours  of  Miami 
Atlanta  Airport  Transportation 


Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Florida  Parlor  Car  Tours 


Gray  Line  of  NewYoik 
Gray  Line  of  San  Franci; 
Greyhound  Airport  Ser\ 
Greyhound  Highway  Tc 


The  Joiners 


Americans  may  be  fickle  investors,  but  they  are 
consistent  joiners.  Case  in  point:  Investment  clubs 
continue  to  thrive  while  the  stock  market  drops. 


Chalk  it  up  to  the  incurable  gre- 
gariousness  of  the  American  people, 
chalk  it  up  perhaps  to  inertia,  but 
the  near  collapse  of  the  public  stock 
market  has  failed  to  destroy  that 
modern  American  peculiarity— the  in- 
vestment club.  The  National  Associa- 
tion of  Investment  Clubs,  which 
claims  to  represent  the  more  serious 
clubs— but  only  a  minority  of  the 
total— says  it  has  about  10,500  mem- 
ber clubs  today.  This  represents  a 
drop  of  about  25%  from  the  alltime 
peak  of  October  1970.  The  overall 
effect  on  the  stock  market  is  slight: 
Net  flow  of  funds  into  the  stock  mar- 
ket ranges  only  between  $100  million 
and  $150  million  a  year.  But  the 
optimists  are  hoping  that  the  clubs 
will  at  least  help  keep  interest  alive 
until  such  time  as  the  stock  market 
improves. 

Why  do  Americans  join  these  clubs 
—and  stay  with  them?  Some  are  a 
mere  excuse  for  socializing,  a  pleasant 
lunch,  a  sociable  evening,  a  ready- 
made  topic  of  conversation.  Some 
members  (professional  people)  join 
for  the  business  contacts  they  make. 
Some  (retired  people,  housewives) 
join  to  keep  occupied.  Some  like  the 
idea  of  forced  savings  with  a  flair. 

Clubs  come  in  all  shapes  and  sizes, 
made  up  of  all  kinds  of  people  with 
all  kinds  of  investing  strategies.  There 
are  clubs  foiTned  among  relatives, 
company  employees,  neighbors,  fra- 
ternity brothers.  There  are  even  a 
couple  of  hundred  clubs  in  the  U.S. 
and  Canada  that  invest  only  in  the 
Israeli  market,  some  $6  million  worth 
in  1972. 

There  are  big-ticket  clubs— includ- 
ing one  in  Texas,  of  course,  the  1200 
Club  of  Baytown,  which  recently  dis- 
banded after  20  profitable  years.  Its 
name  came  from  the  $1,200  monthly 
payment  that  each  member  put  in 
when  the  chib  was  started.  When  the 
club  recently  disbanded  and  split  up 
its  assets  of  just  under  $1  million,  each 
unit  of  $1,200  contributed  over  the 
)|ears  was  worth  $4,800  after  taxes— 
iDr  the  club  had  paid  the  taxes  on  its 
jains  as  it  went  along.  But  there  was 
lothing  amateur  about  the  Baytown 
club.  In  1961,  after  seven  years  of 
Existence,  the  1200  Club  hired  a  fi- 
lancial  adviser  from  a  Houston  bro- 
terage  firm;  and  it  was  he  who  rode 
Ine  club's  portfolio  up  to  the  mil- 
lion-dollar mark  during  the  boom  of 
the  Sixties. 


Most  brokers  are  disinterested  in 
investment  club  business,  although 
many  club  members  also  invest  much 
more  heavily  for  their  own  accounts. 
The  average  club  takes  in  maybe 
$200  a  month  from  15  to  20  mem- 
bers, and  so  the  commissions  are 
hardly  worth  while. 

Probably  the  strongest  reason  why 
people  join  investment  clubs  is  for  the 
education.  The  education  is  frequent- 
ly quite  painful.  The  ten  members  of 
the  Golddiggers  of  Whittier,  Calif, 
have  paid  in  $4,395  and  now  have  a 
net  worth  of  $2,376.  "We  heard  that 
women  control  the  money,  and  we 
wanted  to  find  out  how,"  says  Nancy 
Remington,  founder  and  president. 
In  any  case,  they  feel  they  cannot 
get  badly  hurt  putting  in  $10  a 
month.  They  often  invest  in  compa- 
nies whose  products  they  know,  such 
as  Caressa  (their  shoes)  or  Velcro 
(swimming-trunk  fasteners). 

Nevertheless,  the  importance  of  the 
educational  experience  is  religiously 
cited  by  investment  club  enthusiasts. 
"The  big  value  of  a  club,"  says  Lee 
Branch,  president  of  the  Dallas  NAIC 
council,  "is  not  to  make  money  direct- 
ly, but  to  learn  enough  to  be  able  to 
handle  your  own  personal  invest- 
ments." That  includes  learning  how 
to  keep  your  eyes  open  to  what's 
around  you.  One  of  the  biggest  suc- 
cesses of  Branch's  own  club,  the  Busi- 
'ness  and  Professional  Club  of  Dallas, 
is  the  Circle  K  Corp.  of  El  Paso, 
which  the  club  bought  at  about  $1  a 
share,  has  been  as  high  as  $36  in  the 
last  year  and  recently  sold  around 
$10.  The  club  got  into  it  through 
members'  friends  who  thought  it  was 
worth  looking  into. 

S/ze  &  Seriousness 

The  larger  a  club's  assets,  the  more 
serious  about  investing  it  tends  to  be; 
and  3.2%  of  the  clubs  in  a  recent 
National  Association  of  Investment 
Clubs  sui-vey  had  assets  of  over 
$100,000.  A  Milwaukee  club  of  wo- 
men with  a  $200,000  portfolio  travels 
over  the  country  interviewing  rnanage- 
ments  of  companies  whose  stock  they 
hold  or  might  acquire.  Golden  Fleece, 
a  50-member  Rochester,  N.Y.  club 
whose  members  are  all  past  or  present 
employees  of  the  Cooperative  Lawyers 
Publishing  Co.,  has  concentrated  its 
$167,000  portfolio  in  just  five  stocks, 
including  such  Rochester  neighbors  as 
Xerox    and    Kodak.    Tlie    club    has 


shown  a  12.5%  average  annual  ap- 
preciation since  its  inception,  vs.  8.5% 
for  the  Standard  &  Poor's  500. 

But  Golden  Fleece  is  exceptionally 
sophisticated.  What  is  a  more  typical 
club  meeting  like?  To  find  out,  Forbes 
sent  a  reporter  to  the  May  meet- 
ing of  the  New  Jersey  Inve  tment 
Council  Club  of  Westfield,  seven 
men  and  seven  women,  ranging  from 
a  fire  captain  to  a  pharmacist,  their 
last  meeting  before  i  three-month 
summer  break.  There  was  bad  news. 
For  the  first  time  in  five  years,  the 
club  showed  a  loss.  It  was  down 
0.7%  on  a  total  value  of  $8,922. 

"This  is  the  time  to  buy.  It  was 
the  time  six  months  ago  and  it  will 
probably  he  the  time  in  six  months." 

"If  we  wait  a  little  longer,  we  can 
probably  buy  a  lot  cheaper." 

"If  it  was  a  buy  at  45,  it  surely 
must  be  a  buy  at  24." 

"Think  of  all  those  bargains." 

"Let's  sell  our  stocks  and  go  into 
precious  metals." 

Armed  with  charts,  growth  projec- 
tions, five-year  annual  averages,  high 
and  low  stock  prices  and  industry 
comparisons,  members  debated  the 
pros  and  cons  of  new  purchases  and 
old  possessions. 

Consider  the  discussion  on  the  42 
shares  of  International  Telephone  & 
Telegraph,  then  quoted  at  30.5  per 
share,  vs.  an  average  cost  to  the  club 
of  57.6. 

"What  is  ITT  doing?" 

"I  couldn't  force  my  pen  to  write 
down  the  number.  The  business  rec- 
ord is  simply  beautiful.  I  could  iveep. 
They  have  raised  the  quarterly  divi- 
dend. The  Standard  ir  Poor's  new 
stock  report  says  under  recent  de- 
velopments: 'The  Watergate  general 
counsel.  .  .  .'  and  there  is  something 
here  about  a  stockholder  suit  and  the 
Hartford  Insurance  company.  Our 
Government  isn't  doing  right  by  our 
company."  ' 

"We  could  really  average  down  on 
this  stock  now." 

Then  there  was  discussion  on  Su- 
perscope  Inc,  bought  at  an  average 
cost  per  share  of  17.2  and  now  at 
20.5.  They  own  122  jhares. 

"Look  at  the  first  five  names  in 
the  annual  report.  They  are  all 
Tushinsky." 

"Well,  it's  nice  to  know  the  Tushin- 
sky family  will  do  well,  even  if  the 
stockholders  don't." 

"I  hope  they  don't  all  ride  on  the 
same  airplane." 

The  discussion  went  on  to  the  36 
shares  of  Nalco  Chemicals,  bought  at 
33.6  and  still  at  31. 

"Hoiv  important  are  emission  con- 
trols if  you  can't  buy  any  gas  to  run 
your  car  with?  I  stopped  at  three 
stations  on  the  way  here.  .  .  ."  ■ 
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When  children  get  off  to  a  good 
start,  there's  a  good  chance  they'll  lead 
better  and  healthier  lives.  Armour-Dial 
International  is  making  sure  they  get  this 
opportunity  by  supplying  medicines, 
chemicals,  diagnostic  and  personal  care 
products  in  over  a  hundred  countries. 
All  over  the  world. 

Our  local  orientation  lets  us  adapt 
our  products  and  technology  to  specific 
requirements.  So  that  everyone— every- 
where—may  enjoy  the  promise  of  a 
better  chance  to  live. 

Health  Care— just  one  of  the  many 
ways  we're  meeting  people's  needs. 
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KEY  SUBSIDIARIES  OF  THE  GREYHOUND  CORPORATION 

Greyhound  Lines  Texas,  New  Mexico  &  Oklahoma  Coaches 

Greyhound  Lines  of  Conada       American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 


Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Florida  Parlor  Car  Tours 


Gray  Line  of  New  York 
Gray  Line  of  San  Franc 
Greyhound  Airport  Se; 
Greyhound  Highway! 


leatthier  place  for  lots  of  s 


-7ieyhound 
t'Ove\  Service 
Tch  Industries 
idan  Service 


Royal  Glacier  Tours 
Trade  Wind  Transportation 
Walters  Transit 


LEASING-FINANCING-COMPUTERS 
Greyhound  Leasing  &  Financial 
of  the  U.S.,  Canada,  Switzerland, 
England,  Japan,  Hong  Kong 


Greyhound  International  Banking 

Corporation  Ltd.,  Bahamas 
Greyhound  Guaranty  Ltd.,  London 
Greyhound  Computer 


CONSUMER  PRO 
PHARMACEUTIC/    : 
Armour-Dial 
Armour  Pharmoceutii 
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THE  GREYHOUND  CORPORATIOJ 

Serving  people's  needs  in  a  hundred  basic  ways.^ 
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Armour  Foods 
Armour  Le  Grys 
<larer  of  Kentucky 
'foelzer  Bros. 


Greyhound 

Food  Management 
Post  Houses 
Prophet  Foods 
Restaura 


Aircraft  Service  International 
Border  Brokers 
Compass  Insurance 
Consultants  &  Designers 
Dispatch  Services 


Freeport  Flight  Service 
Florida  Export  Group 
General  Fire  &  Casualty 
Greyhound  Rent-A-Car 


Greyhound 

Temporory  Personnel 
Manncraft  Exhibitors  Service 
Travelers  Express 


The  Money  Men 


Making  IVioney  Out  of  Junk 


Walter  Schloss,  57,  is  kind  of  a  junk  collector  among 
stock  market  players.  He  is  not  much  interested  in  earn- 
ings growth  or  in  management  or  in  other  tilings  that  con- 
cern most  analysts.  He's  only  interested  in  cheap  stocks. 

Now,  as  any  reader  of  Benjamin  Graham  knows— and 
Walter  Schloss  is  both  a  former  student  and  ex-employee 
of  Graham— a  cheap  stock  is  not  necessarily  low  priced. 
That  is,  a  $5  stock  may  not  be  cheap.  And  a  $50  stock  need 
not  be  dear.  To  these  people,  cheap  means  cheap  in  rela- 
tion to  a  company's  assets  or  its  value  as  a  going  business. 

Schloss  went  into  money  management  on  his  own  after 
Ben  Graham  retiied  in  1955.  In  his  early  days  in  business, 
Schloss  used  to  look  for  what  he  calls  "working  capital 
stocks."  That  is,  situations  where  the  market  price  per 
share  was  less  than  working  capital  per  share— after 
deducting  all  debt  and  preferred  stock.  You  got  all  of  the 
physical  plant  and  equipment  for  nothing.  You  couldn't  get 
cheaper  stocks  than  this. 

"Back  in  the  1930s  and  1940s  there  were  lots  of  stocks, 
like  Easy  Washing  Machine  and  Diamond  T  Motor,  that 
used  to  sell  below  working  capital  value,"  he  explains. 
"You  used  to  be  able  to  tell  when  the  market  was  too  high 
by  the  fact  that  the  working  capital  stocks  disappeared. 

"But  for  the  last  15  years  or  so  there  haven't  been  any 
working  capital  stocks.  On  the  other  hand,  when  stocks 
of  fairly  good  companies  sell  at  one-third  of  book  value, 
you  can  have  some  really  interesting  situations." 

Book  value?  we  asked.  Aren't  earnings  what  count? 

"I  really  have  nothing  against  earnings,"  he  retorted, 
"except  that  in  the  first  place  earnings  have  a  way  of 
changing.  Second,  your  earnings  projections  may  be  right, 
but  people's  idea  of  the  multiple  has  changed.  So  I  find  it 
more  comfortable  and  satisfying  to  look  at  book  value. 

"But  there  are  two  things  about  book  values.  I  think 
they  are  understated  on  today's  figures.  Republic  Steel, 
for  example,  has  a  book  value  of  $65  a  share.  I  don't  think 
you  could  replace  it  at  $130  a  share.  No  one  is  going  into 
the  steel  business  in  the  U.S.  today  except  the  Japanese 
with  a  scrap  plant.  Or  take  cement.  A  new  company  can't 
go  into  the  business  unless  somebody  comes  up  with  a 
revolutionary  new  process. 

"At  such  a  time  these  companies  and  industries  get  into 
disrepute  and  nobody  wants  them,  partly  because  they 
need  a  lot  of  capital  investment  and  partly  because  they 
don't  make  much  money.  Since  the  market  is  aimed  for 
earnings,  who  wants  a  company  that  doesn't  earn  much? 

"So,"  Schloss  went  on,  "if  you  buy  companies  that  are 
depressed  because  people  don't  like  them  for  various  rea- 
sons, ,and  things  turn  a  little  in  your  favor,  you  get  a 
good  deal  of  leverage. 

"Look  at  Marquette  Cement.  It  used  to  sell  in  the  50s; 
it  has  a  book  value  of  $28  a  share,  this  year  it  sold  at 
6%,  about  a  fourth  of  book  value.  Everyone  says  cement 
is  going  to  be  in  big  demand  for  construction.  The  indus- 
try isn't  building  any  more  plants  because  it  is  uneconomic. 

"If  Marquette  ever  develops  some  decent  earning  power, 
which  it  hasn't  in  the  last  few  years,  I  could  see  it  earn- 
ing $1.50  a  share  and  in  decent  markets  selling  at  $15 
a  share.  Also,  the  Europeans,  with  their  20%  devaluation  of 
the  dollar,  might  come  in  and  buy  control. 

"Or  take  Keystone  Consolidated,  a  steel  company  that 
used  to  have  fairly  decent  earnings.  It  has  a  book  value 
of  $49  a  share  and  was  recommended  by  some  fellows 
last  year  at  $25.  Now  it's  selling  at  around  $14.  The  corn- 


Walter  Schloss 


pany  is  having  a  terrible  time 
because  it  has  to  buy  scrap 
for  its  furnaces  on  the  open 
market,  and  the  Japanese 
have  pushed  the  scrap  mar- 
ket way  up. 

"So  here  is  another  com- 
pany selling  at  less  than  one- 
thiid  book.  It  stopped  paying 
a  dividend  for  a  year.  Some- 
one could  come  in  with  a 
tender  ofl^er.  Maybe  going 
from  24  to  14  doesn't  prove 
anything,  because  Levitz 
went  down  too.  But  Levitz 
didn't  have  the  book  value 
these  companies  have.  All  it 
had  was  earnings  projections. 

"Not  only  do  you  get  my 
companies  at  a  discount,  but 
most  of  them  pay  you  while 
you    wait    for    appreciation. 

Would  you  rather  own  a  7M%  bond  that  guarantees  you 
7/2%  until  it  matiues,  or  a  stock  that  yields  5%  and,  with  a 
break,  could  end  up  selling  at  $35  instead  of  $14?" 

That's  assuming,  we  said,  that  the  company  can  make 
a  comeback.  Supposing  it  can't? 

"Historically,  many  companies  that  have  had  terrible 
times  have  come  back,  or  many  of  them  do.  A  decline 
doesn't  mean  it's  the  end." 

Schloss'  greatest  investment  coup  came  in  the  death 
throes  of  the  Boston  &  Providence  Railroad— "a  company 
in  bankruptcy  longer  than  any  company  in  the  history  of 
railroads,"  says  Schloss  with  a  hint  of  pride.  He  originally 
bought  its  guaranteed  stock  for  96  a  share  and  kept  on 
buying  up  to  240. 

"The  old  New  Haven  Railroad  had  guaranteed  the 
original  lease  of  $5  a  share.  But  the  New  Haven  went 
bankrupt  in  1933  or  so.  It  came  out  of  bankruptcy  in 
something  like  1946  and  went  back  in  the  early  1960s. 
Then  the  New  Haven  merged  into  Penn  Central,  and  I 
thought,  'Great,  maybe  everything  will  work  out.'  Then  the 
Penn  Central  went  bankrupt,  and  it  looked  like  curtains. 

"But  the  Penn  Central  wanted  the  B&P's  real  estate, 
only  it  couldn't  get  it  unless  the  stockholders  were  paid 
off.  So  they  were,  at  $110  a  share.  Last  year  the  Massa- 
chusetts property  was  sold  off,  paying  the  stockholders  an- 
other $277  a  share.  It  still  owns  some  Rhode  Island  prop- 
erty. I  don't  know  how  much  more  v^e  will  get  for  that." 

Schloss  and  his  partners  owned  over  1,800  shares  of  the 
Boston  &  Providence.  Their  check  was  for  $500,000. 

Bargain  hunters  are  drawn  irresistibly  to  railroads  be- 
cause of  the  huge  gaps  between  book  value  and  market 
value  that  are  so  common  in  railroads.  This  can  be  a  snare, 
though.  Schloss  lost  badly  on  The  Milwaukee  Road  when 
he  took  at  face  value  an  offer  by  Ben  Heineman's  North- 
west Industries  to  buy  it  for  a  minimum  of  $80  a  share  in 
NI  stock:  "I  paid  $50  a  shaie  for  it  because  I  was  going  to 
get  $80.  Well,  that  was  1969,  the  market  went  down  and 
the  deal  didn't  go  through.  You  have  to  be  very  careful 
when  people  say  they  are  going  to  do  something." 

Does  Schloss  have  a  favorite  stock  now?  He  is  reluctant 
to  reveal  the  contents  of  his  portfolio,  but  he  says,  "I'll  give 
you  an  example  of  the  kind  of  stock  I  would  own.  Hudson 


FORBES,  AUGUST  15.   1973 


61 


Wtete  making  the  world  a 


When  children  get  off  to  a  good 
start,  there's  a  good  chance  they'll  lead 
better  and  healthier  lives.  Armour-Dial 
International  is  making  sure  they  get  this 
opportunity  by  supplying  medicines, 
chemicals,  diagnostic  and  personal  care 
products  in  over  a  hundred  countries. 
All  over  the  world. 

Our  local  orientation  lets  us  adapt 
our  products  and  technology  to  specific 
requirements.  So  that  everyone— every- 
where—may  enjoy  the  promise  of  a 
better  chance  to  live. 

Health  Care— just  one  of  the  many 
ways  we're  meeting  people's  needs. 
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Florida  Parlor  Car  Tours 
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The  Joiners 


Americans  may  be  fickle  investors,  but  ttiey  are 
consistent  joiners.  Case  in  point:  Investment  clubs 
continue  to  thrive  while  the  stock  market  drops. 


Chalk  it  up  to  the  incurable  gre- 
gariousness  of  the  American  people, 
chalk  it  up  perhaps  to  inertia,  but 
the  near  collapse  of  the  public  stock 
market  has  failed  to  destroy  that 
modern  American  peculiarity— the  in- 
vestment club.  The  National  Associa- 
tion of  Investment  Clubs,  which 
claims  to  represent  the  more  serious 
clubs— but  only  a  minority  of  the 
total— says  it  has  about  10,500  mem- 
ber clubs  today.  This  represents  a 
drop  of  about  25%  from  the  alltime 
peak  of  October  1970.  The  overall 
effect  on  the  stock  market  is  slight: 
Net  flow  of  funds  into  the  stock  mar- 
ket ranges  only  between  $100  million 
and  $150  million  a  year.  But  the 
optimists  are  hoping  that  the  clubs 
will  at  least  help  keep  interest  alive 
until  such  time  as  the  stock  market 
improves. 

Why  do  Americans  join  these  clubs 
—and  stay  with  them?  Some  are  a 
mere  excuse  for  socializing,  a  pleasant 
lunch,  a  sociable  evening,  a  ready- 
made  topic  of  conversation.  Some 
members  (professional  people)  join 
for  the  business  contacts  they  make. 
Some  (retired  people,  housewives) 
join  to  keep  occupied.  Some  like  the 
idea  of  forced  savings  with  a  flair. 

Clubs  come  in  all  shapes  and  sizes, 
made  up  of  all  kinds  of  people  with 
all  kinds  of  investing  strategies.  There 
are  clubs  formed  among  relatives, 
company  employees,  neighbors,  fra- 
ternity brothers.  There  are  even  a 
couple  of  hundred  clubs  in  the  U.S. 
and  Canada  that  invest  only  in  the 
Israeli  market,  some  $6  million  worth 
in  1972. 

There  are  big-ticket  clubs— includ- 
ing one  in  Texas,  of  course,  the  1200 
Club  of  Baytown,  which  recently  dis- 
banded after  20  profitable  years.  Its 
name  came  from  the  $1,200  monthly 
payment  th*at  each  member  put  in 
when  the  cKib  was  started.  When  the 
club  recently  disbanded  and  split  up 
its  assets  of  just  under  $1  million,  each 
unit  of  $1,200  contributed  over  the 
years  was  worth  $4,800  after  taxes— 
for  the  club  had  paid  the  taxes  on  its 
gains  as  it  went  along.  But  there  was 
nothing  amateur  about  the  Baytown 
club.  In  1961,  after  seven  years  of 
existence,  the  1200  Club  hired  a  fi- 
nancial adviser  from  a  Houston  bro- 
kerage firm;  and  it  was  he  who  rode 
the  club's  portfolio  up  to  the  mil- 
lion-dollar mark  during  the  boom  of 
the  Sixties. 


Most  brokers  are  disinterested  in 
investment  club  business,  although 
many  club  members  also  invest  much 
more  heavily  for  their  own  accounts. 
The  average  club  takes  in  maybe 
$200  a  month  from  15  to  20  mem- 
bers, and  so  the  commissions  are 
hardly  worth  while. 

Probably  the  strongest  reason  why 
people  join  investment  clubs  is  for  the 
education.  The  education  is  frequent- 
ly quite  painful.  The  ten  members  of 
the  Golddiggers  of  Whittier,  Calif, 
have  paid  in  $4,395  and  now  have  a 
net  worth  of  $2,376.  "We  heard  that 
women  control  the  money,  and  we 
wanted  to  find  out  how,"  says  Nancy 
Remington,  founder  and  president. 
In  any  case,  they  feel  they  cannot 
get  badly  hurt  putting  in  $10  a 
month.  They  often  invest  in  compa- 
nies whose  products  they  know,  such 
as  Caressa  (their  shoes)  or  Velcro 
(swimming-trunk  fasteners). 

Nevertheless,  the  importance  of  the 
educational  experience  is  religiously 
cited  by  investment  club  enthusiasts. 
"The  big  value  of  a  club,"  says  Lee 
Branch,  president  of  the  Dallas  NAIC 
council,  "is  not  to  make  money  direct- 
ly, but  to  learn  enough  to  be  able  to 
handle  your  own  personal  invest- 
ments." That  includes  learning  how 
to  keep  your  eyes  open  to  what's 
around  you.  One  of  the  biggest  suc- 
cesses of  Branch's  own  club,  the  Busi- 
"ness  and  Professional  Club  of  Dallas, 
is  the  Circle  K  Corp.  of  El  Paso, 
which  the  club  bought  at  about  $1  a 
share,  has  been  as  high  as  $36  in  the 
last  year  and  recently  sold  around 
SIO.  The  club  got  into  it  through 
members'  friends  who  thought  it  was 
worth  looking  into. 

S/ze  &  Seriousness 

The  larger  a  club's  assets,  the  more 
serious  about  investing  it  tends  to  be; 
and  3.2%  of  the  clubs  in  a  recent 
National  Association  of  Investment 
Clubs  survey  had  assets  of  over 
$100,000.  A  Milwaukee  club  of  wo- 
men with  a  $200,000  portfolio  travels 
over  the  country  interviewing  rnanage- 
ments  of  companies  whose  stock  they 
hold  or  might  acquire.  Golden  Fleece, 
a  50-member  Rochester,  N.Y.  club 
whose  members  are  all  past  or  present 
employees  of  the  Cooperative  Lawyers 
Publishing  Co.,  has  concentrated  its 
$167,000  portfolio  in  just  five  stocks, 
including  such  Rochester  neighbors  as 
Xerox    and    Kodak.     The    club    has 


shown  a  12.5%  average  annual  ap- 
preciation since  its  inception,  vs.  8.5% 
for  the  Standard  &  Poor's  500. 

But  Golden  Fleece  is  exceptionally 
sophisticated.  What  is  a  iv.c  e  typical 
club  meeting  like?  To  find  ou  Forbes 
sent  a  reporter  to  the  Ma>  meet- 
ing of  the  New  Jersey  Inve  tment 
Council  Club  of  Westfield,  seven 
men  and  seven  women,  ranging  from 
a  fire  captain  to  a  pharmacist,  their 
last  meeting  before  •  three-month 
summer  break.  There  was  bad  news. 
For  the  first  time  in  five  y-ars,  the 
club  showed  a  loss.  It  was  down 
0.7%  on  a  total  value  of  $8,922. 

"This  is  the  time  to  buy  It  was 
the  time  six  months  ago  and  it  will 
probably  be  the  time  in  six  months." 

"If  we  wait  a  little  longer,  we  can 
probably  buy  a  lot  cheaper." 

"If  it  was  a  buy  at  45,  it  surely 
must  be  a  buy  at  24." 

"Think  of  all  those  bargains." 

"Let's  sell  our  stocks  and  go  into 
precious  metals." 

Armed  with  charts,  growth  projec- 
tions, five-year  annual  averages,  high 
and  low  stock  prices  and  industry 
comparisons,  members  debated  the 
pros  and  cons  of  new  purchases  and 
old  possessions. 

Consider  the  discussion  on  the  42 
shares  of  International  Telephone  & 
Telegraph,  then  quoted  at  30.5  per 
share,  vs.  an  average  cost  to  the  club 
of  57.6. 

"What  is  ITT  doing?" 

"I  couldn't  force  my  pen  to  write 
down  the  number.  The  business  rec- 
ord is  simply  beautiful.  I  could  iveep. 
They  have  raised  the  quarterly  divi- 
dend. The  Standard  6-  Poor's  new 
stock  report  says  under  recent  de- 
velopments: 'The  Watergate  general 
counsel.  .  .  .'  and  there  is  something 
here  about  a  stockholder  suit  and  the 
Hartford  Insurance  company.  Our 
Government  isn't  doing  right  by  our 
company." 

"We  could  really  average  down  on 
this  stock  now." 

Then  there  was  discussion  on  Su- 
perscope  Inc,  bought  at  an  average 
cost  per  share  of  17.2  and  now  at 
20.5.  They  own  122  shares. 

"Look  at  the  first  five  names  in 
the  annual  report.  They  are  all 
Tushinsky." 

"Well,  it's  nice  to  know  the  Tushin- 
sky family  will  do  tvell,  even  if  the 
stockholders  don't." 

"I  hope  they  don't  all  ride  on  the 
same  airplane." 

The  discussion  went  on  to  the  36 
shares  of  Nalco  Chemicals,  bought  at 
33.6  and  still  at  31. 

"How  important  are  emission  con- 
trols if  you  can't  buy  any  gas  to  run 
your  car  with?  I  stopped  at  three 
stations  on  the  way  here.  .  .  ."  ■ 
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More  gas  for  America. 

The  gas  industry 
is  working  on  it. 


Drilling  deeper.  Rfght  now,  in  some  areas  of 
America,  energy  is  in  short  supply-including  natural 
gas.  Since  one-third  of  America's  energy  comes  from 
gas,  the  gas  indust  .  .s  doing  everything  it  can  to  get 
more.  Drilling  de  yerwellsfor  instance— some  go 
asfaras  five  milcS  into  theearth. 


Drilling  under  water.  America's  need  for  clean 
energy  is  increasingall  thetime— and  thecleanliness 
of  natural  gas  has  been  measured  and  proven.  It  burns 
clean  with  no  smoke.  To  bring  you  more  of  this  clean 
energy,  the  gas  people  are  drilling  under  the  ocean, 
where  suppi ies  of  gas  lie  buried. 


Importing  gas.  Al  most  every  prod  uct  you  use  de- 
pends on  natural  gas  in  some  way.  Jobs  depend  on  it, 
too.  So  the  gas  industry  is  working  on  ways  to  import 
reserves  of  natural  gas.  Shipping  it  in  from  overseas  in 
compact  liquefied  form-Liquefied  Natural  Gas. 
Piping  it  down  to  us  from  Canada. 


Turning  coal  and  oil  into  gas.  The  gas  industry 
and  the  government  are  working  together  to  convert 
coal  and  oil  into  clean-burning  gas.  All  these  projects 
will  take  time,  and  mean  higher  costs.  But  gas  will 
still  be  one  of  your  most  economical  forms  of  energy. 
Meanwhile,  if  your  home  has  gas  you'll  be  supplied. 


Gas,  clean  energy  for  today  and  tomorrow  A 
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The  Money  Men 


Making  Money  Out  of  Junk 


Walter  Schloss,  57,  is  kind  of  a  junk  collector  among 
stock  market  players.  He  is  not  much  interested  in  earn- 
ings growth  or  in  management  or  in  other  things  that  con- 
cern most  analysts.  He's  only  interested  in  cheap  stocks. 

Now,  as  any  reader  of  Benjamin  Graham  knows— and 
Walter  Schloss  is  both  a  former  student  and  ex-employee 
of  Graham— a  cheap  stock  is  not  necessarily  low  priced. 
That  is,  a  $5  stock  may  not  be  cheap.  And  a  $50  stock  need 
not  be  dear.  To  these  people,  cheap  means  cheap  in  rela- 
tion to  a  company's  assets  or  its  value  as  a  going  business. 

Schloss  went  into  money  management  on  his  own  after 
Ben  Graham  retued  in  1955.  In  his  early  days  in  business, 
Schloss  used  to  look  for  what  he  calls  "working  capital 
stocks."  That  is,  situations  where  the  market  price  per 
share  was  less  than  working  capital  per  share— after 
deducting  all  debt  and  preferred  stock.  You  got  all  of  the 
physical  plant  and  equipment  for  nothing.  You  couldn't  get 
cheaper  stocks  than  this. 

"Back  in  the  1930s  and  1940s  there  were  lots  of  stocks, 
like  Easy  Washing  Machine  and  Diamond  T  Motor,  that 
used  to  sell  below  working  capital  value,"  he  explains. 
"You  used  to  be  able  to  tell  when  the  market  was  too  high 
by  the  fact  that  the  working  capital  stocks  disappeared. 

"But  for  the  last  15  years  or  so  there  haven't  been  any 
working  capital  stocks.  On  the  other  hand,  when  stocks 
of  fairly  good  companies  sell  at  one-third  of  book  value, 
you  can  have  some  really  interesting  situations." 

Book  value?  we  asked.  Aren't  earnings  what  count? 

"I  really  have  nothing  against  earnings,"  he  retorted, 
"except  that  in  the  first  place  earnings  have  a  way  of 
changing.  Second,  your  earnings  projections  may  be  right, 
but  people's  idea  of  the  multiple  has  changed.  So  I  find  it 
more  comfortable  and  satisfying  to  look  at  book  value. 

"But  there  are  two  things  about  book  values.  I  think 
they  are  understated  on  today's  figures.  Republic  Steel, 
for  example,  has  a  book  value  of  $65  a  share.  I  don't  think 
you  could  replace  it  at  $130  a  share.  No  one  is  going  into 
the  steel  business  in  the  U.S.  today  except  the  Japanese 
with  a  scrap  plant.  Or  take  cement.  A  new  company  can't 
go  into  the  business  unless  somebody  comes  up  with  a 
revolutionary  new  process. 

"At  such  a  time  these  companies  and  industries  get  into 
disrepute  and  nobody  wants  them,  partly  because  they 
need  a  lot  of  capital  investment  and  partly  because  they 
don't  make  much  money.  Since  the  market  is  aimed  for 
earnings,  who  wants  a  company  that  doesn't  earn  much? 

"So,"  Schloss  went  on,  "if  you  buy  companies  that  are 
depressed  because  people  don't  like  them  for  various  rea- 
sons,, and  things  turn  a  little  in  your  favor,  you  get  a 
good.xieal  of  leverage. 

"Look  at  Marquette  Cement.  It  used  to  sell  in  the  50s; 
it  has  a  book  value  of  $28  a  share,  this  year  it  sold  at 
6%,  about  a  fourth  of  book  value.  Everyone  says  cement 
is  going  to  be  in  big  demand  for  construction.  The  indus- 
try isn't  building  any  more  plants  because  it  is  uneconomic. 

"If  Marquette  ever  develops  some  decent  earning  power, 
which  it  hasn't  in  the  last  few  years,  I  could  see  it  earn- 
ing $1^0  a  share  and  in  decent  markets  selling  at  $15 
a  share.  Also,  the  Europeans,  with  their  20%  devaluation  of 
the  dollar,  might  come  in  and  buy  control. 

"Or  take  Keystone  Consolidated,  a  steel  company  that 
used  to  have  fairly  decent  earnings.  It  has  a  book  value 
of  $49  a  share  and  was  recommended  by  some  fellows 
last  year  at  $25.  Now  it's  selling  at  around  $14.  The  corn- 


Walter  Schloss 


pany  is  having  a  terrible  time 
because  it  has  to  buy  scrap 
for  its  furnaces  on  the  open 
market,  and  the  Japanese 
have  pushed  the  scrap  mar- 
ket way  up. 

"So  here  is  another  com- 
pany selling  at  less  than  one- 
third  book.  It  stopped  paying 
a  dividend  for  a  year.  Some- 
one could  come  in  with  a 
tender  offer.  Maybe  going 
from  24  to  14  doesn't  prove 
anything,  because  Levitz 
went  down  too.  But  Levitz 
didn't  have  the  book  value 
these  companies  have.  All  it 
had  was  earnings  projections. 

"Not  only  do  you  get  my 
companies  at  a  discount,  but 
most  of  them  pay  you  while 
you    wait    for    appreciation. 

Would  you  rather  own  a  7J2%  bond  that  guarantees  you 
7/2%  until  it  matures,  or  a  stock  that  yields  5%  and,  with  a 
break,  could  end  up  selling  at  $35  instead  of  $14?" 

That's  assuming,  we  said,  that  the  company  can  make 
a  comeback.  Supposing  it  can't? 

"Historically,  many  companies  that  have  had  terrible 
times  have  come  back,  or  many  of  them  do.  A  decline 
doesn't  mean  it's  the  end." 

Schloss'  greatest  investment  coup  came  in  the  death 
throes  of  the  Boston  &  Providence  Railroad— "a  company 
in  bankruptcy  longer  than  any  company  in  the  history  of 
railroads,"  says  Schloss  with  a  hint  of  pride.  He  originally 
bought  its  guaranteed  stock  for  96  a  share  and  kept  on 
buying  up  to  240. 

"The  old  New  Haven  Railroad  had  guaranteed  the 
original  lease  of  $5  a  share.  But  the  New  Haven  went 
bankrupt  in  1933  or  so.  It  came  out  of  bankruptcy  in 
something  like  1946  and  went  back  in  the  early  1960s. 
Then  the  New  Haven  merged  into  Penn  Central,  and  I 
thought,  'Great,  maybe  everything  will  work  out.'  Then  the 
Penn  Central  went  bankrupt,  and  it  looked  like  curtains. 

"But  the  Penn  Central  wanted  the  B&P's  real  estate, 
only  it  couldn't  get  it  unless  the  stockholders  were  paid 
off.  So  they  were,  at  $110  a  share.  Last  year  the  Massa- 
chusetts property  was  sold  off,  paying  the  stockholders  an- 
other $277  a  share.  It  still  owns  some  Rhode  Island  prop- 
erty. I  don't  know  how  much  more  ve  will  get  for  that." 

Schloss  and  his  partners  owned  over  1,800  shares  of  the 
Boston  &  Providence.  Their  check  was  for  $500,000. 

Bargain  hunters  are  drawn  irresistibly  to  railroads  be- 
cause of  the  huge  gaps  between  book  value  and  market 
value  that  are  so  common  in  railroads.  This  can  be  a  snare, 
though.  Schloss  lost  badly  on  The  Milwaukee  Road  when 
he  took  at  face  value  an  offer  by  Ben  Heineman's  North- 
west Industries  to  buy  it  for  a  minimum  of  $80  a  share  in 
NI  stock:  "I  paid  $50  a  share  for  it  because  I  was  going  to 
get  $80.  Well,  that  was  1969,  the  market  went  down  and 
the  deal  didn't  go  through.  You  have  to  be  very  careful 
when  people  say  they  are  going  to  do  something." 

Does  Schloss  have  a  favorite  stock  now?  He  is  reluctant 
to  reveal  the  contents  of  his  portfolio,  but  he  says,  "I'll  give 
you  an  example  of  the  kind  of  stock  I  would  own.  Hudson 
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STORMPROOFYOUPQOFS 


NAWlGASaildlllL 


is  a  grov\/ing 
business 

The  tremendous,  growing  demand  for  energy,  especially 
from  on-shore  sources,  is  a  well  known  fact.  Q  Our  Cana- 
dian subsidiary,  CanDel  produced  24.7  billion  cu.  ft.  of  gas 
and  2,079,000  barrels  of  oil  and  gas  liquids  in  1972.  Their 
reserves,  as  of  January  1,  1973,  are  286  billion  cu.  ft.  of  gas 
and  21,000,000  barrels  of  oil  and  gas  liquids.  D  CanDel  also 
has  interests  in  Western  Canada  of  3.5  million  gross  acres, 
1.3  million  net  acres,  and  will  earn  an  additional  1.1  million 
gross  acres  in  current  exploration  programs. 

V\/eVe  in  on  the 
ground  floor 

If  you'd  like  to  know  more  about  us,  send  for  our  annual  report. 

SXJOE 

llllNERALS  CORPORATION 

250  Park  Avenue,  New  York.  New  York  10017 


The  Money  Men 


SHIELD-TITE®  is  a  tough,  elastic  coating 
that  does  more  than  just  waterproof  your 
roofs.  It  enters  the  old,  dry  felts  and  unites 
with  them  to  form  a  moisture  barrier  that 
remains  alive  and  flexible  for  years.  And  it  is 
easy  to  apply.  No  contractors.  Your  men 
spray  it  on  using  our  equipment  and 
know-how.  Check  coupon  for  an 
opportunity  to  view  our  new,  4  minute  color 
movie  and  a  Free  copy  of  our  56  page 
Roofing  and  Maintenance  Catalog. 


Randustrial® 
Corporat:ion 


13306  Union  Ave./Cleveland,  Ohio  44120 
Telex:  980  374  Phone:  (216)  283-0300 

O    Show  me  your  color  roofing  movie. 
□    FREE  56  page  Maintenance  Catalog 

NAME^ — — 

TITLE 


COMPANY. 
ADDRESS. 
CITY 


STATE,  ZIP. 
TEL.  NO.— 


(area  codei  (number) 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 

If  you  tiave  saved  or  acquired  $5,000  to 
$50,000  in  cash  or  securities,  you  naturally 
want  to  make  your  capital  grow.  Yet  you 
may  feel  you  are  actually  losing  ground  due 
to  inflation  and  taxes,  or  perhaps  to  a  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  64 
countries  have  turned  to  The  Danforth  As- 
sociates Investment  Management,  a  tested 
plan  originally  developed  by  a  Boston  family 
to  manage  its  own  common  stock  invest- 
ments. 

The  plan  thus  far  has  proved,  we  believe, 
especially  efficient  in  providing  continuing 
capital  growth  supervision  for  portfolios 
starting  with  from  S5,000  to  $50,000  - 
though,  as  in  any  selection  of  investments 
losses  do  and  will  occur. 

For  a  complimentary  copy  of  a  42-page 
report  de.scribing  this  tested  plan,  its  com- 
plete 1 5-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.  A-32 

ruE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a  o2i8i 

Investment  Management    .    Incorporated  1936 
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Pulp  has  a  \er\'  small  floating  supply, 
but  among  other  things  it  owns  over 
300,000  acres  of  Florida  timberland 
worth  $250  an  acre-$60  a  share  on 
stock  that  sells  for  around  $25.  Yet 
its  earnings  have  not  been  very  good, 
and  the  company  really  hasn't  done 
a  darn  thing  for  20  years.  So  you 
liope  maybe  the  fellows  who  run  it 
will  decide  someone  else  could  do 
a  better  job." 

Finding  companies  like  this  isn't 
hard,  he  says.  "Over  the  years  I've 
developed  a  few  friends  who  think 
the  same  way.  In  fact,  in  Fokbes 
there  is  a  feature  you  call  Loaded 
Laggards,  companies  that  haxe  taken 
a  market  beating  and  are  selling  at  a 
discount  from  their  book  values." 

No  Xeroxes 

Schloss  recognizes  that  he  won't 
find  any  Xeroxes  on  his  bargain  count- 
er—but no  Le\'itzes  either.  "I  just  want 
to  grow  15^  to  20%  a  year,  and  my 
average  is  17%.  I'll  take  my  profit 
when  it  comes.  I  do  think  there  are 
people  who  psychologically  like  to 
lose  money.  But  I  think  people  who 
are  reasonable  in  their  investments  do 
all  right." 

Is  today's  market  reasonable? 
"It  would  be  fairer  to  say  I  ha\'e 
no  opinion  about  the  market,  but  I 
think  there  are  some  interesting  stocks 
there.  The  thing  about  buying  de- 
pressed stocks  is  that  you  realK'  ha\e 
three  strings  to  your  bow:  1)  earnings 
will  improve  and  the  stocks  will  go 
up;  2)  someone  will  come  in  and  buy 
control  of  the  company;  or  3)  the 
company  will  start  buying  its  own 
stock  and  ask  for  tenders. 

"Take  Lowenstein.  This  year  it  sold 
at  $16  a  .share,  paid  a  90-cent  divi- 
dend, and  you  got  5)2%  on  your  mon- 
ey. It  has  a  book  value  of  $43.  Or 
look  at  National  Detroit  Corp.,  which 
owns  the  National  Bank  of  Detroit. 
It  has  a  book  \alue  clo.se  to  $60  a 
share  and  sold  at  $41  this  year.  It's 
a  good  company,  maybe  better  than 
some  of  the  ones  I  have. 

"The  thing  about  my  companies  is 
that  they  are  all  depressed,  they  all 
have  problems  and  there's  no  guaran- 
tee that  any  one  will  be  a  winner. 
But  if  you  buy  15  or  20  of  them.  .  .  ." 

Walter  Schloss  is  not  a  big-scale 
player,  just  a  consistent  player;  he 
manages  only  about  $4  million.  Btit 
he  claims  to  have  averaged  17%  a 
year  on  his  money  for  17  years.  On 
$4  million,  17%  comes  to  nearly 
$700,000  a  year  before  taxes.  With 
that  kind  of  return,  who  needs  an- 
other Xerox?  ■ 

FORBES.   AUGUST    15.    1973 


¥fEKEEPTHE 

SHIPPING  INDUSTRY 

SHIPSHAPE. 


The  world  of  Fruehauf  doesn't  end  with  the  shoreline. 
You'll  also  find  us  involved  in  the  maritime  industry —an 
industry  whose  total  billings  for  the  70's  has  been  forecast  at 
over  $40  billion. 

Until  recently,  our  shipyards  at  Baltimore,  Maryland, 
and  Jacksonville,  Florida,  have  been  engaged  exclusively  in 
ship  repair.  Now  we're  beginning  to  build  ships,  as  well, 
concentrating  on  medium  size  vessels. 

To  augment  our  present  capabilities,  we're  adding  new 
large  capacity  drydocks  that  can  accommodate  vessels  up  to 
125,000  Dead  Weight  Tons  (DWT)  at 
both  our  shipyards.  We  recently 
acquired  substantial  facilities  in 
the  Jacksonville  area  to  provide 
additional  capacity  for  new 
ship  construction. 

In  1972,-Fruehauf 
corporate  sales  boomed 
14%  to  $550,000,000;  with 
earnings  up  38%.  Keeping 
the  shipping  industry 
shipshape  is  one  of  the 
reasons.  For  more  reasons, 
look  into  our  Annual  Report.  Write 
Fruehauf  Corporation,  Department 
FO  83, 10900  Harper,  Detroit,  Michigan  48232. 


What  everyone  should  know 
about  lU  International 


You  should  know  that  with  utihties 
accounting  for  only  13%  of  its  $1.2  billion  in 
annual  revenues,  our  company  is  no  longer 
known  as  International  Utilities  — but  as 
lU  International. 

You  should  know,  too,  that: 

•  lU  is  dedicated  to  providing  shareholders 
with  above-average  growth  — like  the  14% 
return  on  equity  and  15%  compound  annual 
earnings  per  share  growth  rate  we've  averaged 
for  the  past  1 0  years. 

•  lU  emphasizes  asset  management,  long- 
range  planning  and  financial  control. 

•  I U  is  a  48-year-old  company  which  has 
paidhigher  cash  dividends  for  28  consecutive 
years.  The  company  has  40,000  employees  and 
30,000  shareholders. 

•  lU  is  a  balanced  company  with  a  strong 
position  in  three  fast-growing  worldwide 
markets  —  energy,  transportation/distribution, 
and  environmental. 

In  energy  markets,  lU's  Gotaas- 

Larsen  ocean  shipping  company  is  poised  to 
benefit  from  growing  requirements  for 
liq'.iefied  natural  gas  to  complement  its  fleet  of 
oil-carrying  supertankers.  This  and  other 
energy- related  businesses  contribute  60%  of 
pre-tax  income  and  32%  of  revenues. 

In  transportation/distribution 

markets,  lU  has  the  nation's  fourth  largest 
motor  carrier  —  composed  of  Ryder  Truck 
Lines  and  Pacific  Intermountain  Express  — and 


plans  to  expand  its  capabilities  in  the  move- 
ment of  air  freight  and  in  distribution  services. 
These  units  account  for  20%  of  pre-tax 
income  and  47%  of  revenues. 

In  environmental  markets, 

waste,  water,  and  land  management  activities 
range  from  a  patented  recycling  process  for 
pollution  control  and  reclamation  to  new 
resort  villages  in  Hawaii.  These  subsidiaries 
produce  20%  of  pre-tax  income  and  21%  of 
revenues. 

In  1972,  lU  set  new  sales  and  earnings 
records  for  the  fourth  consecutive  yean  And 
1973  should  be  another  year  of  solid  growth. 

For  a  copy  of  our  1972  annual  report  to 
investors  and  our  latest  quarterly  report,  write 
to  A.  D.  Southern,  Vice  President  —  Corporate 
Affairs,  lU  International,  1500  Walnut  Street, 
Philadelphia,  Pa.  19102. 


Financial  Highlights 

1972 

1971         •/ 

'o  Change 

Sales  and  Revenues      $1,192,131,000 

$1,065,954,000 

+12% 

Income- Operations 

$58,699,000 

$50,051,000 

+17% 

Primary  Eamings 
Per  Share- Operations 

$1.88 

$1.64 

+15% 

Dividends  Paid  per 
Common  Share 

$.725 

$.70 

+4% 

Shareholders'  Equity 
per  Common  Shares 
and  Equivalents 

$13.09 

$11.84 

+11% 

Averaoe  Common 
anoCommon 
Equivalent  Shares 

29.946,000 

28,707,000 

+4% 

m 


Intemational 

SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBLinON  AND  ENVIRONMENTAL  MARKETS. 


Delta's  Dilemma 


It  is  riding  fiigfj.  But  how  long  can  Delta  continue  to  be 
a  huge  moneymaker  in  a  basically  sick  industry? 


There  is  the  airlines  industry— and 
then  there  is  Delta  Air  Lines.  The  Big 
Five  together— American,  UAL's  Unit- 
ed, Pan  American,  TWA  and  Eastern 
—had  a  net  deficit  of  $76.5  million  in 
the  first  half  of  1973;  Delta  alone  net- 
ted $34.7  million.  The  Big  Five  had 
a  combined  stock  market  value  at  the 
end  of  last  month  of  less  than  $1.5 
billion;  Delta  alone  over  $1  billion. 
And  yet  the  Big  Five  grossed  $3.7 
billion  in  the  first  six  months.  Delta 
only  $554  million. 

What  has  Delta  got  that  the  oth- 
ers don't?  Good  management?  Indeed. 
But  Delta  is  not  the  only  well-run  air- 
line in  the  country.  What  Delta  really 
has  going  for  it  is  a  demonstrated 
ability  to  make  the  most  of  its  excep- 
tionally good  luck.  In  poker  terms,  a 
good  hand  well  played. 

Delta  was  built  on  two  strengths: 
its  long-time  position  as  the  monopoly 
or  dominant  carrier  on  more  of  its 
routes  than  any  other  major  U.S.  air- 
line, and  its  base  in  the  fast-growing 
Southeast.  Among  its  prize  routes 
where  there  is  either  no  competition 
or  not  more  than  one  competitor:  At- 
lanta-Dallas, Atlanta-San  Francisco. 

Delta's  latest  coup  was  its  1972 
merger  with  Northeast  Airlines. 
Northeast  was  a  mess.  During  22  of 
its  34  years  it  had  lost  money.  On 
revenues  of  $126  million  in  1971, 
Northeast's  last  full  year  of  indepen- 
dent operation,  it  showed  a  loss  of  $14 
million,  an  accumulated  deficit  of 
$62.4  million,  long-term  debt  of  $36.6 
million  and  a  negative  worth  of  $46.6 
million.  Given  the  figures,  one  might 
wonder  why  Delta  was  turning  itself 
inside  out  to  get  the  merger  okayed 
by  the  Civil  Aeronautics  Board. 

But  look  at  what  happened  in  the 
first  fiscal  year  (ending  June  30)  of 
operating *the  merged  lines:  Revenues 
rose  17%  ^to  $1  billion,  profit  jumped 
98%  to  $66  million.  Revenue  passenger 
miles,  the  best  measure  of  an  airline's 
health  and  growth,  rose  14.3%  for  Del- 
ta in  the  first  half  of  1973  vs.  6.9% 
for  the  domestic  trunklines  as  a  group. 
Even  in  July,  when  traffic  growth 
slowed  at  TWA  (up  1.2%),  Eastern 
(up  1.8%)  and  American  (up  2.4%), 
and  when  United  suffered  a  0.6%  de- 
cline, Delta  showed  an  8.6%  gain. 

What  happened  was  that  the  two 
merged  lines  proved  to  fit  incredibly 
well  together.  Delta's  routes  fan  out 
from  its  Atlanta  home  base  west  to 
Dallas,  Los  Angeles  and  San  Francis- 
co, and  north  to  Chicago,  Detroit  and 


New  York.  Northeast's  routes  are 
north-south  from  Boston  to  New  York, 
Washington  and  Miami,  with  oppos- 
ing spurs  to  Chicago  and  Bermuda. 
Both  lines'  routes  were  predominant- 
ly short-haul.  But  by  putting  the  two 
together.  Delta  could  offer  nonstop 
or  one-stop  service  from  a  long  list  of 
small  cities  to  every  major  eastern  city 
and  vacationland.  On  most  of  them, 
Delta  has  Eastern  as  its  only  large 
competitor.  "The  well  was  deeper 
than  anyone  thought,  even  us,"  says 
W.T.  (Tom)  Beebe,  Delta's  six-foot- 
three-inch  chairman. 

"Northeast  was  a  gathering  system," 
explains  Beebe,  who  came  to  Delta  in 
1953  as  personnel  director  and  be- 
came chairman  nearly  two  years  ago. 
"But  it  was  gathering  from  little  cities 
and  not  really  flying  anywhere."  The 
merger  gave  Northeast  passengers 
somewhere  to  fly.  For  example,  where 
Northeast  formerly  had  direct  service 
from  Hartford,  Conn,  to  only  four 
points  (Boston,  Ft.  Lauderdale,  Mi- 
ami and  Bermuda),  it  now  flies  non- 
stop to  20.  Traffic  generated  from 
New  England  to  major  southern  cit- 
ies now  accounts  for  15%  of  Delta's 
average  daily  46,000  passenger  miles. 

In  the  main,  says  Beebe,  that  didn't 
come  from  somebody's  (say  Eastern's) 
hide,  but  was  new  traffic  generated 
by  more  frequent  flights  to  more 
places,  meals  added  and  the  like. 

A  good  part  of  the  gain  came  from 
Delta-izing  Northeast.  The  Delta  style 
is  based  on  the  concept:  Get  'em 
there,  but  no  expensive  frills.  As  a 
rule.  Delta's  planes  have  8%  more 
seats.  During  1973's  first  quarter. 
Delta's  on-time  performance  was  no 
better  than  65%— one  of  the  worst  rec- 
ords in  the  industry. 

Another  Mountain? 

In  the  afterglow  of  that  spectacular- 
ly successful  merger,  it  would  take  a 
brave  prophet  to  predict  future  trou- 
bles for  Delta;  but  there  are  hur- 
dles ahead.  Between  1973  and  1976 
Delta  must  take  delivery  of  nearly 
$500  million  worth  of  new  aircraft, 
including  30  wide-bodied  Lockheed 
L-lOlls  and  28  Boeing  727-200s.  Add 
those  to  the  five  Boeing  747s  it  now 
has,  and  Beebe  will  need  all  the  long- 
haul  routes  he  can  get  to  fill  them. 

That  is  precisely  where  Delta  is 
weakest.  Its  best  long-haul  route  is 
from  the  big  Northeastern  cities  to 
Miami.  This  route  still  is  dominated 
by  Eastern  and  National,  with  more 


Beebe  of  Delta 


than  two-thirds  of  the  business;  both 
are  well  entrenched  and  willing  to  go 
to  any  lengths  to  keep  it.  How  tough 
the  struggle  will  be  may  be  judged 
from  the  admission  by  Delta  execu- 
tives that  it  will  take  at  least  three 
years  before  they  expect  to  make 
their  "usual"  profit  on  the  run.  To  do 
so.  Delta  will  have  to  take  traffic  from 
both  Eastern  and  National. 

The  CAB  could  be  as  grave  a  prob- 
lem. It  has  already  stopped  Delta  from 
flying  the  Miami-Los  Angeles  non- 
stop run  it  had  granted  to  Northeast 
in  1971.  In  June  ci  CAB  administra- 
tive law  judge  recommended  that  the 
route  be  given  to  shaky  Pan  Ameri- 
can World  Ail-ways.  And  while  ex- 
aminers' recommendations  may  be, 
and  not  infrequently  are,  reversed  by 
the  full  board,  the  CAB  also  has  a 
long  history  of  trying  to  shore  up 
shaky  airlines  by  giving  them  de- 
sirable routes.  That's  how  Northeast 
got  the  Miami  run  in  the  first  place. 

With  so  much  of  the  airline  in- 
dustry in  the  red  or  close  to  it,  the 
CAB  may  be  strongly  tempted  to  give 
other  airlines  a  transfusion  in  the 
form  of  new  routes  at  Delta's  ex- 
pense. So,  in  the  end,  success  could 
be  Delta's  biggest  problem.  ■ 


moDtro 


Al  ir^l  lOT 


Harold  Goldstein  Exposes  Himself 


Goldstein  supplied  the  naked  options. 
Investors  supplied  the  blind  greed. 

Young  Harold  Goldstein,  28,  who 
got  caught  defiauding  milHoiis  of  dol- 
lars from  his  coniinodit\  option  buy- 
ers, is  back  in  Bexerly  Hills  brimming 
with  new  plans,  even  as  he  awaits 
sentence  on  three  mail  fraud  charges. 

In  a  remarkable  three-horn-  inter- 
view with  Forbes,  Goldstein  re- 
counted with  delight  the  inside  story 
of  Goldstein,  Samuelson,  Inc.— how 
he  capitalized  on  imestor  greed  and 
gullibility  and  nearly  escaped  with 
$3  million;  how  he  double-crossed  his 
business  associates;  and  how  he  got 
to  know  such  di\erse  men  as  Ross 
Perot,  Bernie  Cornfeld  and  two  gvm- 
toting  mobsters  who  collected 
$800,000  foi  a  "hea\  y  Mafia  guy." 

Goldstein  is  free  on  §17.5,000  bail. 
He  was  jailed  in  May,  charged  with 
masterminding  a  SlOO-million  fraud. 
But  he  "copped  a  plea"  in  June  by 
pleading  guilty  to  only  three  of  16 
fraud  counts.  The  remaining  13  will 
be  dropped  after  sentencing. 

You  might  expect  someone  facing 
a  sentence  of  up  to  15  years  to  duck 
inter\  iews,  or  at  least  to  act  repentant. 
But  not  Goldstein:  He  couldn't  resist 
the  chance  to  brag  about  his  achieve- 
ments. He  told  his  story  in  a  monoto- 
nous southern  drawl  that  betrayed  lit- 
tle beyond  sincere  pride  in  his  past  in- 
sincerity and  deceptions. 

Smiling  faintly  from  behind  tinted 
glasses  that  matched  his  mono- 
grammed  pink  shirt,  Goldstein  said: 
"Goldstein,  Samuelson  will  not  be  re- 
membered as  a  fraud,  but  as  an  amaz- 
ing promotion.  We  jammed  18  years' 
growth  into  18  months.  All  I  needed 
was  ten  more  days,  and  I  would  ha\  e 
gotten  out  with  ■'i>3  million." 

His  scheme  was  simple:  In  effect, 
he  was  a  commodity  market  bookie. 
His  customers  bet  the\'  could  predict 
future  prices  of  nine  unregulated 
items,  including  silver  and  copper. 
Most  bet  wrong  and  lost.  The  few 
who  won  big  were  paid  with  cash 
from  Goldstein's  growing  number  of 
new  customers.  He  assured  customers 
that  he  was  hedging  against  their  bets 
by  buying  actual  commodity  con- 
tracts to  back  up  their  options.  But 
he  admitted  to  Forbes  that  he  stopped 
hedging  and  "went  naked "  almost 
from  the  start  in  1971.  Why  hedge? 
Most  of  the  players  lost  anyhow.  In 
all,  40%  of  the  money  wagered  went 
to  winners,  40%  for  promotion  and 
overhead,  and  a  fat  20%  was  profit. 

When  first  Forbes  {Oct.  15,  1972) 
and    then    the    Wall    Street    Journal 


opened  fire  on  Goldstein  in  late  1972, 
he  and  his  "money  fountain"  (as  he 
calls  it)  actually  prospered  from  the 
rotten  publicity.  Bernie  Cornfeld  of 
Investors  Overseas  Serxices  enter- 
tained the  kindred  spirit  often  at  his 
Beverly  Hills  mansion— before  Corn- 
feld's  arrest  over  lOS,  of  course.  Gold- 
stein sa\"s  powerful  Te.xas  computer 
magnate  Ross  Perot  met  with  him  to 
explore  various  deals.  (Perot  denies 
it.)  Investors  poured  roughly  $4  mil- 
lion into  Goldstein,  Samuelson  in  De- 
cember, $6  million  in  January  and  $7 


Confident  Con  Man  Goldstein 

million  in  the  first  half  of  February. 

Then  late  in  February  the  Securi- 
ties &  Exchange  Commission's  Los 
Angeles  office  nabbed  Goldstein  try- 
ing to  stash  $641,000  of  Goldstein, 
Samuelson  money  in  Canada  and 
forced  him  out  of  business. 

But  the  $641,000  wasn't  the  half  of 
it.  Goldstein  told  Forbes  that  around 
that  time  he  also  grabbed  two  da\s' 
worth  of  customer  checks— with  a 
face  value  of  $2  million— and  de- 
posited them  in  his  secret  Swiss  ac- 
count. And  he  agreed  to  sell  his  com- 
pany to  another  young  Los  Angeles 
promoter  named  Leonard  Ross  for  $1 
million  in  cash  and  notes.  Says  Gold- 
stein: "I  took  the  money  and  ran." 

He  also  left  his  old  life  behind— his 
wife,  his  two  cats,  his  small  apart- 
ment—and flew  to  London  with  a 
new  girl  friend.  "I  thought  I  was  go- 
ing to  live  happily  ever  after." 

Not  quite.  Most  customers  stopped 


payment  on  their  checks,  and  Gold- 
stein's $2-million  Swiss  account  shrank 
to  around  $300,000.  Two  Los  Angeles 
judges  effectively  killed  the  $l-million 
sale  to  Ross.  And  the  SEC  summoned 
him  back  to  California  to  negotiate 
a  pending  consent  decree. 

Goldstein  returned  voluntarily,  fig- 
uring he  had  nothing  to  fear:  "Two 
gifys  ran  up,  flashed  badges,  pushed 
me  against  a  car  and  said,  'You're 
under  anest  for  mail  fraud.'  I  said, 
'Let  me  go.  I  didn't  do  it.'  " 

Prudent  Play 

After  45  days  in  jail  Goldstein  de- 
cided to  plead  guilty  to  three  counts, 
return  all  the  money  he  had  siphoned 
out  of  the  business  and  testify  against 
his  business  associates.  In  return, 
Richard  Kirschner,  the  assistant  U.S. 
attorney  in  Los  Angeles,  agreed  to 
bring  Goldsteins  cooperation  to  the 
attention  of  the  sentencing  judge, 
though  no  agreement  on  sentencing 
was  made. 

Goldstein  still  insists  he  didn't  do 
that  much  wrong:  "Look,  1  pro\ided 
a  ser\  ice  to  greedy  people,  especially 
people  out  here  in  California  who 
have  money  falling  out  of  their  pock- 
ets. They  begged  me  to  let  them  in- 
vest in  commodity  options.  Sure,  a 
lot  of  them  lost  money.  But  that's 
their  fault  for  making  a  bad  invest- 
ment choice.  The  buyer  should  be- 
ware. The  magazine  and  newspaper 
stories  about  us  were  full  of  warnings. 
But  still  people  kept  investing." 

Goldstein  recalled  a  recent  day  in 
court  when  one  of  his  irate  customers 
buttonholed  an  SEC  lawyer  and  de- 
manded: "Why  did  you  put  this  good 
business  out  of  business?"  Replied  the 
lawyer,  "Why  did  you  invest?  Didn't 
you  read  the  stories  in  Forbes  and 
the  Wall  Street  Journal?" 

"Sure  I  read  them, "  said  the  man. 
"But  that  was  all  yellow  journalism." 

Goldstein  laughed  for  a  long  time 
at  that,  rocking  back  and  forth. 

He  conceded  that  the -commodity 
option  is  dead— "The  public  has  lost 
faith."  But  he  outlined  his  new  plans, 
including  taking  o\er  a  New  York 
Stock  Exchange  company  for  a  group 
of  investors  who  "know  I  can  operate 
under  pressure."  He  also  plans  to 
lecture  nationwide  and  to  write  a 
funny  book  aI)out  his  ad\entuics,  per- 
haps entitled  Writing  Naked -Harold 
Goldstein  Exposes  Himself. 

After  the  intei-view,  o\cr  loliee  in 
a  Beverly  Hills  restaurant,  Goldstein 
promised  to  meet  with  Forbes  again 
after  his  sentencing  to  discuss  the  two 
gunmen  who  came  for  the  $800,000. 
and  his  other  dealings  with  the  Mafia: 
"I  didn't  tell  you  that  much  today. 
There  were  really  some  dirty  things 
going  on  at  Goldstein.  Samuelson."  ■ 
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1973  Forbes 
Mutual  Fund  Ratings 


A  Premature 
Obituary? 

The  cliche:  Mutual  funds  are  bombed  out 
The  fact:  A  number  of  them  are 
doing  very  well  indeed. 


The  mutual  fund  business  is  neither 
dead  nor  dying.  This  may  surprise 
some  readers,  given  the  steady  diet 
of  bad  news  about  the  funds:  assets 
shrinking  as  redemptions  exceeded 
sales  for  17  months;  an  increasing  fail- 
ure by  the  funds  to  outperform  the 
averages;  the  individual  investor's  dis- 
enchantment with  common  stocks. 

But  there  is  a  silver  lining  to  this 
cloud.  Not  all  the  funds  are  falling 
behind  the  averages.  Not  all  funds 
are  slowly  bleeding  to  death  from  re- 
demptions. Not  all  investors  have  de- 
serted common  stocks. 

On  page  68  are  the  names  and 
particulars  of  nine  major  funds  chosen 
by  Forbes  for  outstanding  perfor- 
mance—not just  this  year,  but  over  a 
long  period  of  time.  An  investment 
in  any  of  these  would  have  more 
than  doubled  over  the  11  years  that 
we  use  to  measure  performance.  Also 
mentioned  are  a  number  of  other  in- 
vestment companies  that  have  done 
well  but  failed  for  one  reason  or  an- 
other to  make  our  list.  Even  in  the 
dismal  first  half  of  1973,  an  invest- 
ment in  most  of  these  funds  would 
have  outperfoiTned  the  Standard  & 
Poor's  500  stock  average.  Can  many 
individual  investors  honestly  claim  to 
have  done  nearly  as  well? 

In  most  cases,  this  virtue  is  being 
rewarded.  To  cite  two  top  perform- 
ers, Babson  Investment  Fund  has  tak- 
en in  $6  in  new  sales  so  far  this  year 
for  every  dollar  redeemed,  while 
Chemical  Fund  has  taken  in  $4. 

As  against  disasters  like  Enterprise 
Fund  and  Manhattan  Fund,  which 
have  performed  miserably  and  have 
seen  most  of  their  assets  drained 
away,  these  success  stories  stand  out. 

What  about  mutual  funds  as  a 
group?  True,  the  great  majority  looked 
bad  in  this  year's  bear  market;  barely 
one  in  six  managed  to  go  down  less 
than  the  S&P  average.  But  there  is 
another  side.  During  six  dismal  months 


Mutual  funds  have  learned  the  hard  way:  Forget  the  gimmicks;  stick  to  the  ABCs. 


of  winter,  spring  and  early  summer 
1973,  most  individual  stocks  were  hit 
far  harder  than  the  funds.  Onetime 
fund  favorite  American  Airlines,  for 
example,  fell  54%,  Control  Data  more 
than  40%,  Flintkote  33%,  Seaboard 
Coast  Line  54%.  These  are  only  a  few 
names  out  of  hundreds  of  quality 
stocks  whose  prices  have  been  clob- 
bered this  year. 

As  against  these  numbers,  only  one 
in  four  funds  was  down  by  as  much 
as  25%  over  the  period.  An  investor 


would  have  been  better  off  with  the 
average  fund  over  this  period  than  in 
most  stocks.  This  may  not  say  much 
for  stocks,  but  it  says  something  for 
mutual  funds. 

Veteran  fundmen  make  another 
point:  This  is  not  the  first  time  mu- 
tual funds  did  worse  than  the  aver- 
ages. It  also  happened  during  the 
bear  markets  of  1962  and  1969  and 
during  the  bull  market  of  1964.  Yet 
the  funds  kept  up  with  the  averages 
for  the  whole  decade.  "A  couple  of 
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bad  years,"  says  John  C.  Bople,  presi- 
dent of  Welliiic;ton  Manac>  nent  Co., 
"is  no  justification  for  sa\  ing  that  the 
game  is  up  and  that  most  fund  man- 
agers are  stupid." 

Zigging  &  lagging 

If  Forbes'  18  years  of  experience 
in  judging  mutual  fund  performance 
has  taught  us  anything,  it  is  this: 
1)  There  is  such  a  thing  as  superior 
fund  management;  and  2)  the  dif- 
ference between  superior  and  inferior 
performance  cannot  be  measured  over 
short  periods,  but  manifests  itself  only 
over  fairly  long  ones.  In  the  mutual 
fund  race,  the  victory  goes  to  the 
tortoise  more  often  than  to  the  hare. 

What  is  good  management  in  mu- 
tual funds?  Almost  to  a  man,  the 
managers  of  the  most  successful  funds 
agree  on  this:  A  consistent  investment 
policy  is  the  key  to  success.  Managers 
who  zig  and  zag  with  every  turn  in 
the  Dow  Jones  industrial  average  are 
doomed  to  poor  performance.  This  is 
the  ABC  of  investment,  as  many  man- 
agers have  learned— or  releamed— the 
hard  way. 

Says  Chemical  Fund  President 
Robert  C.  Porter,  61,  whose  U.S.- 
invested  fund  has  been  the  outstand- 
ing performer  over  the  past  decade: 
"Many  managers  deviated  from  their 
stated  investment  policy.  They  bent 
with  the  pre\ailing  winds  and  went 
along  with  changing  fashions.  To  sell 
the  funds,  they  overpromised  on  per- 
formance and  they  got  whipsawed." 


Concurs  George  Putnam,  president 
of  Putnam  Investors  Fund,  which  al- 
so has  turned  in  a  superior,  steady 
performance  over  the  years:  "The  peo- 
ple with  the  best  records  over  ten  to 
15  years  are  the  ones  who  have  had 
the  discipline  to  stick  clearly  by  their 
investment  philosophy.  The  only  time 
you  should  ever  alter  your  philosophy 
is  if  there  has  been  a  long-term  funda- 
mental change  in  the  economy." 

Porter's  and  Putnam's  words  could 
well  serve  as  an  obituary  for  the  gun- 
slinging  mutual  fund  managers  of  the 
unlamented  Sixties.  They  believed  on- 
ly in  change.  It  was  airlines  one 
month,  computer  stocks  the  next.  Fast 
food  and  nursing  homes.  A  bewilder- 
ing now-you-see-it-now-you-don't  dis- 
play of  hit-and-itui  investing. 

These  "geniuses,"  says  David  Bab- 
son,  61,  investment  manager  for  the 
no-load  David  L.  Babson  Fund,  over- 
looked the  real  growth  stocks,  stocks 
that  Babson  and  Porter  and  Putnam 
were  buying  and  holding.  Holding 
is  the  key  word.  Forbes  has  discov- 
ered that  all  nine  best-performing 
funds  in  our  performance  ratings  were 
characteristically  slow  on  the  draw: 
They  bought  slower,  sold  slower  and 
held  longer  than  the  funds  as  a  group. 
Con\ersely,  many  of  the  worst  per- 
forming funds  showed  unusually  higJi 
turno\er  ratios. 

Babson  feels  it  was  unseasoned  but 
cocky  money  managers  who  wrecked 
the  market:  "Almost  no  one  came  into 
equity  investment  management  for  20 


years.  As  a  result,  by  the  late  1960s 
only  10%  of  investment  professionals 
were  45  or  older.  Most  were  in  theii" 
20s  or  early  30s.  Now,  unless  a  man 
is  stupid,  there  has  to  be  a  correla- 
tion between  his  experience  and  per- 
spective and  his  ability  to  assess  risk. 
Having  never  seen  it  happen  before, 
the  rookies  had  no  idea  that  hot  stocks 
like  Four  Seasons  Nursing,  National 
Student.  Marketing,  Levitz,  Mattel 
cojjld  have  so  little  substance." 

Chemical  Fund's  Robert  Porter 
adds:  "Why  should  you  have  to  do 
much  buying  and  selling?  It  means 
you  are  tending  to  make  wrong  de- 
cisions right  from  the  start,  and  you 
have  to  do  it  over  again  and  again. 
Our  turnover  is  about  a  fourth  of  the 
fund  industry  average  of  43%." 

But  if  you  ha\e  to  stick  with  a 
stock,  you  want  to  be  sure  about  it 
before  you  buy.  Thus  the  top-per- 
forming funds  tend  to  find  few  stocks 
that  meet  their  standards— and  to  in- 
vest hea\ily  in  them.  They  usually 
concentrate  their  investments  in  ten 
to  20  top  holdings  that  often  ac- 
count for  some  40%  and  more  of  their 
total  equity  inxestments.  National  In- 
\estors  Corp.,  for  example,  this  year 
had  36%  of  its  S895-million  equity 
portfolio  in  just  ten  stocks.  Putnam 
Investors  Fund  had  about  50%  of  its 
equity  holdings  of  around  $400  mil- 
lion in  ten  stocks,  and  Chemical  Fund 
had  68%  in  25  stocks. 

"Buying  for  the  long  pull,"  says  Put- 
nam's George  Putnam,  "is  very  tough 


The  Top  Nine 

Here  is  Forbes'  honor  roll  of  nine  investment  funds- 
some  open-end,  some  closed-end— that  have  consis- 
tently outperformed  the  averages  and  have  amply  pro- 
tected their  investors  against  inflation. 

To  qualify,  a  fund  had  to  rank  A/C  (A  in  up  mar- 
kets, C  in  down  markets)  or  better  in  the  Forbes 
ratings,  thus  showing  above-average  consistency  of 
performance.  It  also  had  to  show  an  average  annual 
return  of  8%  or  better  from  capital  gains.  And  the 
fund  had  to  manage  over  $50  million  in  assets.  Adding 
both  capital  gains  and  dividends,  these  funds  have 
been  returning  around  10%  or  better  to  their  investors 


Fund 


over  the  past  11  years.  They  haven't  gone  up  every 
single  year,  of  course,  but  even  in  bear  markets  they 
have  usually  outperformed  the  averages. 

Four  more  funds  nearly  made  the  list,  but  came  up 
short  with  a  B/C  rating.  They  are:  T.  Rowe  Price 
Growth  Stock;  Lehman  Corp.;  Johnston  Mutual  Fund 
and  Fidelity  Capital.  But  overall  these  four,  too,  have 
fared  well.  Tri-Continental  got  B/B,  but  fell  slightly 
short  of  an  8%  average  return. 

Two  other  funds,  Japan  Fund  and  ASA  (formerly 
American  South  African),  were  not  included  because 
they  are  too  specialized.  But  on  performance  they 
easily  qualified. 


David  L.  Babson  Investment 

Chemical 

General  American  Investors 

Istel 

Massachusetts  Investors 

Growth  Stock 
National  Investors  Corp. 
Niagara  Share  Corp. 
Pioneer 
Putnam  Investors 


11 -Year 

Latest 

Comp. 

Turnover 

Rati 

ngs: 

12  Mos. 

Annual 

Ratio 

Total 

Up  Down  Per-share 

Growth 

(3-Year 

Assets 

Type 

Markets 

Results 

Rate 

Yield 

Average) 

(millions)         Investment  Adviser 

No-load 

B 

A 

-1.4% 

9.2% 

1.5% 

14% 

$  105.6  Jones  Plans,  Inc. 

Load 

A 

A 

+  0.9 

12.7 

1.2 

12 

897.1    F.  Eberstadt 

Closed-end 

A 

C 

-12.7 

9.6 

0.6 

15 

109.8  Self-Managed 

Load 

A 

C 

-11.5 

8.5 

1.5 

23 

113.4   Lepercq,  deNeuflize 

Load 

B 

B 

-10.2 

9.2 

1.4 

20 

1,372.5   Massachusetts  Financial 
Services 

Load 

A 

C 

-14.3 

10.0 

1.2 

16 

895.0   Union  Service  Corp. 

Closed-end 

B 

A 

+  5.0 

10.9 

0.9 

12 

121.6   Self-Managed 

Load 

B 

B 

-3.1 

8.3 

3.3 

22 

239.0   Pioneering  Mgmt. 

Load 

B 

A 

-3.6 

9.9 

1.2 

32 

495.5   The  Putnam  Mgmt. 
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discipline.  The  fewer  stocks  you  hold, 
the  more  impact  a  mistake  will  have 
on  your  total  performance,  but  if 
you're  right,  it  will  pay  handsomely." 

This  is  what  investment  sage  Ger- 
ald Loeb  once  aptly  described  as  put- 
ting all  your  eggs  in  a  few  baskets 
and  watching  the  baskets  carefully. 
Chemical  Fund,  for  example,  likes  to 
boast  that  it  watches  its  baskets  so 
carefully  that  it  requires  37  analysts 
to  cover  its  investments. 

Interestingly,  five  of  the  nine  top 
funds  are  headquartered  outside  of 
Manhattan:  Babson,  Massachusetts 
Investors  Growth,  Niagara,  Putnam 
and  Pioneer.  But  even  those  that  are 
headquartered  in  Wall  Street,  like 
Ghemical,  are  partially  insulated  from 
Wall  Street.  This  is  because  they  tend 
to  do  their  own  research  rather  than 
getting  it  from  investment  houses. 
This  is  expensive:  In  happier  days, 
many  fund  managements  relied  al- 
most entirely  on  outside  investment 
advice,  paying  for  it  with  brokerage 
commissions.  A  boss  of  one  of  Fokbes' 
Nine  Best  Funds  put  his  finger  on  the 
problem:  "Most  fund  organizations 
are  sales-  and  distribution-oriented. 
That's  the  way  they  grew,  and  the 
management  company,  often  owned 
by  the  distributor,  makes  more  money 
as  the  asset  base  expands. 

"Now,"  he  points  out,  "in  the  last 
few  years  it  has  become  clear  that 
performance,  or  the  lack  of  it,  is  tak- 
ing precedence  over  sales  capability. 
In  other  words,  consistent  good  per- 
formance, even  for  load  funds,  is  now 
largely  what  is  making  a  fund  sell 
well.  If  you  have  lacked  performance, 
you're  a  fund  with  sales  problems." 

The  distinction  between  sales  orien- 
tation and  investment  orientation  is 
important:  A  number  of  the  funds 
with  outstanding  records  are  offshoots 
of  investment  counseling  houses. 
Chemical  Fund  was  started  by  the 
late  Ferdinand  Eberstadt  as  a  sideline 
to  his  underwriting  and  investment 
business.  T.  Rowe  Price,  Babson, 
Johnston   Mutual,   Putnam   Investors, 


have  long  been  investment  counselors. 

Most  of  the  top  performers  have 
been  top  performers  because  they 
have  invested  in  the  top-performing 
growth  stocks.  But  there  are  two  no- 
table exceptions:  Boston's  Pioneer 
Fund  and  New  York's  Istel  Fund. 

Pioneer  is  the  brainchild  of  76- 
year-old  Philip  Garret,  who  founded 
the  fund  in  1928.  He  doesn't  play 
the  growth  stock  game.  Instead,  he 
and  President  John  F.  Cogan  Jr.,  47, 
invest  in  "basic  value"  securities:  low 
price/ earnings  ratios  and  lots  of  as- 
set value.  A  good  example  of  this 
was  their  shrewd  buying  of  Pullman 
late  last  year  when  few  wanted  it. 
Today,  many  want  it:  In  nine  months 
Pullman  is  up  almost  40%.  The  fund 
also  added  to  its  substantial  position 
in  several  gold  stocks  in  mid- 1971, 
and,  of  course,  has  benefited  from 
the  sharp  runup  in  gold  shares. 

Interestingly,  Istel  wouldn't  touch 
the  golds  with  a  ten-foot  pole.  Says 
Istel  Fund's  Executive  Vice  President 
Eugene  De  Lutio,  47:  "Things  like 
gold  shares  are  whims  of  fancy,  and 
we  aren't  going  to  get  caught  in  that 
trap.  Everyone  will  try  to  sell  out  at 
once  at  some  point.  What  we  would 
rather  do  is  buy  heavily  into  a  group 
of  well-known,  reliable  growth  stocks 
when  the  market  is  depressed.  Early 
in  1971  we  had  a  substantial  cash 
position  and  we  bought  Avon,  Kodak 
and  Johnson  &  Johnson  heavily.  This 
year  we  sold  them  all  and  we  are 
back  to  32%  cash." 

What  this  means  is  that  Istel  senses 
a  fundamental  change  in  the  stock 
market.  Its  managers  now  feel  that 
you  can't  count  on  growth  alone  to 
bail  you  out;  a  successful  manager 
will  have  to  use  timing— buying  and 
selling  at  the  right  time. 

Says  Istel's  De  Lutio:  "Over  the 
past  20  years  P/Es  have  tripled  and 
earnings  doubled.  I  don't  think  earn- 
ings will  again  double,  nor  are  P/Es 
likely  to  triple  again.  So  you  have  to 
have  something  more  than  P/E  ex- 
pansion to  help  you.   Market  timing 


Ranking  the  Funds:  1973 


The  fund  year  just  ended  will  go 
down  as  the  year  that  wasn't  for  most 
mutual  funds.  Run  your  eye  down  the 
column  headed  Latest  12  Months:  If 
your  fund  was  down  less  than  15%, 
consider  yourself  lucky.  The  invest- 
ment climate  was  that  bad— the  worst 
in  well  over  a  decade,  according  to 
veteran  portfolio  managers. 

Most  owners  of  fund  shares  could 
not  have  slept  well  in  this  devastating 
market  environment.  Still,  when  you 
get  down  to  specific  performances, 
the  variations  among  the  funds  were 


considerable.  The  balanced  funds, 
though  down,  fell  about  half  as  much 
as  the  stock  funds;  a  number  were 
off  less  than  6%.  At  the  same  time, 
many  balanced  funds  were  yielding 
5.5%  to  6%.  So  investors  in  them  at 
least  got  something  for  theii-  faith. 

On  the  other  hand,  the  balanced 
funds  in  most  cases  have  not  enjoyed 
enough  yield  over  the  long  haul  to 
offset  their  dismal  rates  of  capital 
growth.  Balanced  fund  investors  like 
to  live  well  and  sleep  soundly.  That's 
why  more   and  more   of  them  with 


is  one  answer."  De  Lutio  points  out 
that  with  high  interest  rates  of  9% 
and  more  it  realh'  pays  to  be  in 
short-term,  fixed-income  securities. 
"So  the  market  runs  up  10%,"  says 
he,  "so  what  have  I  missed?  The  risk?" 

Success,  in  the  end,  is  not  the  prod- 
uct of  any  single  investment  philoso- 
phy. It  is  rather  the  result  of  intelligent 
consistency,  and  a  refusal  to  be 
swayed  by  the  extremes  of  optimism 
and  pessimism  that  periodically  sweep 
the  market.  Says  George  Putnam: 
"The  basic  flavor  of  a  fund  should 
stay  the  same.  The  difficulty  is  in 
getting  the  average  investor  to  recog- 
nize what  the  flavor  of  a  fund  is. 
You  can't  tell  from  the  legal  jargon 
of  a  prospectus.  But  their  portfolios  in 
the  annual  reports  will  tell  you  exactly 
what  they  have  really  done. 

"Ask  yourself,  do  you  agree  with 
what  they  have  done? " 

There  is  no  guarantee  that  the  in- 
vestment policy  that  has  produced 
superior  results  in  the  past  will  do  so 
in  the  future:  Men  grow  old,  they 
retire,  their  successors  may  or  may  not 
be  their  equal.  Equally  important, 
circumstances  change.  As  one  of  the 
top  men  at  a  top-performing  fund 
recently  quipped  to  Forbes:  "You 
fellows  looking  for  a  hard-luck  story? 
Stick  around  here  long  enough  and 
you'll  have  one."  He  meant  that  no 
one  can  win  all  the  time. 

Yet  Forbes'  long  experience  in 
rating  mutual  funds  has  convinced  us 
that  there  are  persistent  patterns  of 
superior  performance  that  can  be 
worth  what  mutual  funds  charge. 

A  sensible  consistency,  careful  selec- 
tion of  stocks  and  levelheadedness  are 
displayed  by  the  best  of  the  mutual 
fund  managements.  These  are  charac- 
teristics that  few  individual  investors 
possess.  To  say,  then,  that  mutual 
funds  have  failed  to  deliver  is  to 
ignore  the  evidence  that  a  fair  num- 
ber of  funds  have  indeed  delivered— 
not  spectacularly  and  not  without 
setbacks,  but  in  a  solid  and  depend- 
able fashion. 


each  passing  year  are  deserting  bal- 
anced funds  for  high-yield,  fixed-in- 
come investments,  some  of  which  are 
paying  over  8%  today. 

Interestingly  enough,  specialty 
funds  fared  spectacularly  well.  Why? 
Many  were  invested  wholly  or  partly  in 
foreign  stocks  (like  Japan  Fund)  or  in 
gold  shares.  But  even  here  there  were 
big  differences:  Vance,  Sanders  and 
International  Holdings  were  down. 

The  closed-end  investment  compa- 
nies, showing  stronger  defensive  qual- 
(Continued  on  page  96) 
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DOLLAR  RESULTS 


11 -Year 

Average 

Annual 

Assets 

Latest 

Growth 

Dividend 

in 

12  Months 

Rate 

Return 

Miliions 

-2.70/0 

6.0% 

3.1% 

-11.9% 

6.3% 

2.7% 

Maximum      Annual 
Sales        Expenses 
Charge       Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


STOCK  FUNDS  (LOAD) 


B 
D 
C 
D 


Admiralty  Funds 

Growth  Series  —35.9% 

Income  Series — 16.1 

Insurance  Series — 29.9 

Advisers  Fund  — 11.4 

AHiliated  Fund   —7.8 

All  American  Fund  (started  2/64)  —29.0 

American  Diversified  Investors  Fund  (started  12/64)  — 14.2 

American  Express  Capital  Fund  — 24.8 

American  Express  Stock  Fund  — 15.1 

American  Growth  Fund — 3.5 

American  Mutual  Fund  — 8.6 

American  National  Growth  Fund — 37.4 

Anchor  Growth  Fund    — 33.6 

Axe-Houghton  Stock  Fund  — 9.9 

Axe  Science  Corp — 22.9 

Bayrock  Growth  Fund — ^9.7 

Bondstock  Corp —24.7 

Broad  Street  Investing  Corp — 5.7 

The  Brown  Fund  of  Hawaii — 19.8 

Bullock  Fund —17.3 

Capamerica  Fund  (started  2/65) —10.6 

Capital  Investors  Growth  Fund — 35.0 

Capital  Shares —20.7 

Century  Shares  Trust  — 10.5 

Channing  Funds 

Common  Stock  Fund — 24.8 

Growth  Fund  —29.6 

Special  Fund  —29.9 

The  Chase  Fund  of  Boston —32.8 

Chemical  Fund   0.9 

The  Colonial  Fund    —11.2 

Colonial  Growth  Shares —16.7 

Commerce  Fund   — 19.1 

Common  Stock  Fund  of  State  Bond  &  Mtge  Co —17.3 

Commonwealth  Fund  Indenture  of  Trust  Plans  A  &  B  — 22.9 

Commonwealth  Fund  Indenture  of  Trust  Plan  C  .  — 17.5 

Composite  Fund   — 20.8 

Corporate  Leaders  Tr  Fund  Certificates,  Series  "B"  — 1.3 

Crown  Western  Investments 

Dallas  Fund  

Diversified  Fund  

Delaware  Fund   

Diversified  Fund  of 

State  Bond  &  Mtge  Co.  (si 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  no  longer  selling  shares;  existing  shares  traded  over-the-counter. 


0.7% 
2.9 
2.9 
1.6 


none 

6.00/0 
none 

1.6 


$16.3 
6.4 
3.0 
2.1 


8.750/0 
8.75 
8.75 
8.50 


$1.26 
1.14 
1.35 
1.51 


4.1 


5.6 
4.4 


4.7 
none 
2.7 
2.1 
3.6 


1,391.0 

1.9 

2.4 

154.3 

58.3 


7.50 
8.50 
8.50 
8.50 
8.50 


0.35 
1.01 
1.07 
0.71 
0.70 


7.6 

5.5 

6.2 

4.9 

10.9 


2.7 
4.5 
1.4 
1.6 
1.4 


6.8 
5.5 
3.5 
6.6 
3.5 


1.4 

none 
3.3 
3.2 
2.5 


14.8 
331.5 

10.2 
315.6 

72.0 


37.3 
6.6 

22.3 

388.5 

5.5 


8.50 
8.50 
8.50 
8.75 
8.50 


8.00 
6.00 
8.50 
8.50 
8.50 


1.00 
0.61 
0.90 
0.61 
1.02 


0.88 
1.51 
0.75 
0.27 
1.00 


5.6 

2.2 

147.2 

8.67 

0.49 

— 

4.9 

2.1 

8.75 

1.36 

2.1 

none 

1.4 

8.75 

1.35 

—1.3 

1.6 

32.1 

8.75 

1.20 

4.2 

2.2 

95.1 

8.50 

0.46 

3.6 

3.9 

22.6 

8.50 

0.80 

5.6 

0.8 

214.9 

8.50 

0.67 

5.6 

0.6 

69.0 

8.50 

0.80 

7.4 

0.4 

71.7 

8.50 

0.74 

D 

A+ 

A 

A+ 


12.7 
3.7 
7.9 
5.1 
9.2 


1.2 
4.5 
0.7 
1.7 
1.2 


1.9 
2.5 
4.5 
3.0 


4.2 
5.3 
4.1 
3.7 


897.1 

169.2 

57.8 

74.6 

36.8 


23.9 
48.8 
37.2 
56.7 


8.50 
8.50 
8.50 
8.50 
8.50 


7.65 

7.50 

8.00 

t 


0.54 
0.59 
0.76 
0.71 
1.00 


0.63 
0.73 
0.79 
0.20 


B 

F 
C 

Dallas  Fund 

—29.8 
—9.9 

3.1 
4.5 

2.1 
4.1 

5.0 
13.2 

8.50 
8.50 

1.08 

C 

Diversified  Fund  

0.90 

B 

D 

Delaware  Fund   

—26.0 

7.0 

3.6 

386.4 

8.50 

0.71 

•D 

B 

Diversified  Fund  of 

State  Bond  &  Mtge  Co.  (started  6/64) 

—9.2 

— . 

3.0 

2.5 

8.50 

1.00 

EXPLANATION  OF  COLUMN  HEADINGS 

The  Performance  Ratings  are  based  on  the  following  UP  and 
DOWN  markets:  UP,  6/30/62-2/9/66;  10/7/66-11/29/68; 
5/26/70-1/11/73.  DOWN,  2/9/6610/7/66;  11/29/68- 
5/26/70;  1/11/73-6/30/73.  (Only  funds  in  existence  for 
all  six  of  the  measured  periods  are  given  a  FORBES  per- 
formance rating.)  In  determining  both  the  performance  rat- 
ings and  the  percentage  figures  in  the  Dollar  Results  section, 
all  capital  gains  distributions  have  been  reinvested,  but  in- 


come dividends  have  not.  All  results  are  based  on  investments 
at  net  asset  value  and  do  not  allow  for  sales  charges.  In  the 
Dollar  Results  section,  the  latest  12  months  covers  the  period 
from  June  30,  1972  to  June  30,  1973;  the  11 -year  average  an- 
nual growth  rate  covers  the  period  from  June  30,  1962  to  June 
30,  1973.  Dividend  Return  is  based  on  June  30.  1973  net 
asset  value  and  the  income  payout  for  the  preceding  12-month 
period.  Annual  expenses  include  management  fees  and  oper- 
ating expenses  as  a  percentage  of  average  net  assets. 
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Santa  Fe  all  the  way- 
serving  you  all  ways 

Santa  Fe  provides  you  with  complete  transportation  services 

by  rail,  trucl<,  air  and  pipeline.  Progressive  transportation  like 

this  is  important  to  the  successful  future  of  business, 

industry,  and  the  nation.  We  spend  millions  of  dollars  each  year 

($200  million  in  1973,  largest  in  Santa  Fe's  history)  to  make 

our  modern  transportation  system  even  better  and  to  more  efficiently 

develop  our  land  and  natural  resources.  Let  us  show  you  how  Santa  Fe's 

better  ways  will  serve  you  in  the  West  and  Southwest. 


BY  RAILWAY 

with  a  modern 

12,600  mile  system 

in  the  West 

and  Southwest 


BY  TRUCK 

over  a  busy 
18,370  route  mile 
operation 

and  BY  AIR 

with  nationwide 

freight 

forwarding 


PIPELINES 

moving  petroleum 

products,  natural 

gas  liquids  and 

anhydrous  ammonia 


NATURAL 
RESOURCES 

including  oil  and 

gas,  forest  products 

and  coal 


REAL  ESTATE 

offering  plant  sites, 
shopping  centers 
and  construction; 
also  maintenance 
and  guard  services 


PRINCIPAL  SANTA  FE  COMPANIES: 

The  Atchison,  Topeka  and  Santa  Fe  Railway  Co. 
The  Santa  Fe  Trail  Transportation  Co. -Santa  Fe  Air  Fre 
Santa  Fe  Pipeline  Co.— Gulf  Central  Pipeline  Co 
Santa  Fe  Natural  Resources,  Inc. 
Chanslor-Western  Oil  and  Development  Co 
Santa  Fe  Land  Improvement  Co. 
Robert  E.  McKee,  Inc. -The  Zia  Co. 
Kirby  Lumber  Corp. 


ight  Co. 


W 


SANTA  FE  INDUSTRIES.  INC..  224  S.  Michigan  Ave..  Chicago,  III.  60604 


PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets      Markets 


I  Forbeswmmmi^ 
Fund  Ratings 
1973 


DOLLAR  RESULTS 

11 -Year 

Average 

Annual 

Latest         Growth    Dividend 

12  Months       Rate        Return 


Assets  Maximum      Annual 

in  Sales        Expenses 

Millions  Charge      Per  $100 


D 
C 
C 
>D 
B 


Standard  &  Poor's  500  Stock  Average  —2.7%  6.0%        3.1% 

FORBES  Stock  Fund  Average  —11.9%  6.3%        2.7% 


STOCK  FUNDS  (LOAD) 

A             Dividend  Shares  —33%  6.0%  3.0% 

D              Dreyfus  Fund    —19.0  6.5  2.0 

C             Eaton  &  Howard  Stock  Fund —8.7  4.8  2.5 

D             Egret  Growth  Fund  (started  9/64) —17.0  —  1.7 

F             Enterprise  Fund —25.0  13.2  1.3 

F             Equity  Progress  Fund  — 37.8  — 1.3  none 

F              Fairfield  Fund  — 37.2  5.4  none 

C             Fidelity  Capital  Fund —15.0  9.5  2.1 

B             Fidelity  Fund  —10.8  7.3  3.4 

D             Fidelity  Trend  Fund —19.7  9.8  1.3 

D             First  Investors  Fund  —20.9  3.2  2.8 

F             Founders  Growth  Fund  (started  4/63) —18.7  —  0.4 

C             Founders  Mutual  Fund  —6.8  5.7  2.4 

F             Foursquare  Fund — 15.6  4.4  3.1 

Franklin  Custodian  Funds 

B                 Growth  Series  —8.0  9.0  0.3 

A                 Utilities  Series 0.8  0.2  4.3 

F             Fund  of  America —21.9  3.0  1.0 

D             Fundamental  Investors — 16.7  3.7  3.4 

Group  Securities 

F                Apex  Fund  —32.9  3.7  0.9 

B                 Common  Stock  Fund —6.9  3.6  4.0 

F             Hamilton  Funds  Series  H-DA —14.2  2.2  3.8 

C             Harbor  Fund  —16.7  3.7  6.6 

C             Hedberg  &  Gordon  Fund —11.5  8.7  2.1 

—             The  Heritage  Fund*  — 58.7  —  none 

C             Imperial  Capital  Fund —11.4  6.9  1.7 

F             Imperial  Growth  Fund  (started  4/63) —23.5  —  0.4 

F             Independence  Fund  (started  1/66)  — 9.1  —  0.3 

F              Industries  Trend  Fund  (started  2/65) —22.5  —  0.1 

F              INTEGON  Growth  Fund       —25.0  2.3  3.8 

C             The  Investment  Co.  of  America — 11.7  8.4  3.2 

C             Investment  Trust  of  Boston —2.4  5.7  3.1 

B             Investors  Research  Fund — 19.5  12.3  none 

0             Investors  Stock  Fund —9.0  4.2  2.5 

D             Investors  Variable  Payment  Fund —7.5  7.0  1.4 

D             iSI  Trust  Fund 6.3  1.9  3.8 

C             Istel  Fund  —11.5  8.5  1.5 

F             Ivest  Fund —27.5  11.5  1.2 

Keystone  Custodian  Funds 

F                K-2 —26.8  7.6  none 

B                S-1 0.6  6.7  0.9 

0                 S-2 —6.5  5.3  1.6 

D                 S-3 —26.2  8.2  1.3 

F                S-4 —46.3  6.0  none 

D             The  Knickerbocker  Fund  —14.9  4.8  3.4 

F             Knickerbocker  Growth  Fund  — 33.7  8.1  none 

C             Landmark  Growth  FundJ     —14.8  2.7  0.5 

D             Lexington  Research  Fund —23,2  6.5  1.1 

D             Liberty  Fund  —18.3  3.1  5.2 

D             Life  Insurance  Investors — 14.2  2.8  1.5 

A              Magna  Income  Trust — 4.6  1.7  5.4 

.  D              Manhattan  Fund  (started  2/66) —29.7  —  0.5 

A              Horace  Mann  Fund  —1.8  5.5  1.0 

B             Massachusetts  Investors  Growth  Stock  Fund —10.2  9.2  1.4 


i  361.1 
1,720.7 

195.9 
38.3 

278.2 


8.670/0 

8.75 

8.50 

8.00 

8.50 


$0.49 
1.90 
0.60 
0.67 
1.00 


11.5 

28.9 

496.9 

742.0 

803.7 


8.75 
8.50 
8.50 
8.50 
8.50 


1.33 
1.03 
0.53 
0.47 
0.51, 


23.7 

54.3 

175.8 

8.1 


8.75 
8.50 
8.50 
8.50 


0.71 
0.75 
0.47 
1.00 


16.7 

14.0 

57.0 

816.6 


8.75 
8.75 
8.75 
8.75 


0.90 
1.00 
0.79 
0.54 


15.2 
279.2 
496.9 
156.2 


11.3 
1.0 
39.8 
16.4 
23.2 


8.50 
8.50 
8.50 
8.50 


8.50 
8.50 
8.50 
8.50 
8.75 


0.76 
0.76 
0.66 
0.85 


1.26 
2.85 
0.82 
0.89 
1.12 


86.3 

8.7 

1,322.2 

69.2 
6.2 


8.50 
7.50 
8.50 
8.50 
8.50 


0.85 
0.73 
0.49 
0.60 
1.35 


D 
B 
D 

A 
A+ 


2,323.3 
917.4 
365.3 
113.4 
255.1 


8.00 
8.00 
8.50 
3.00 
8.50 


0.34 
0.42 
0.60 
0.68 
0.91 


A 
0 
0 

A+ 
A+ 


252.7 

57.0 

99.5 

134.5 

478.2 


9.3 

7.2 

8.9 

110.5 

11.3 


69.3 

4.8 

94.1 

26.6 

1,372.5 


*  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Changed  investment  policy  in  1967;  not  ranked.         t  Formerly  Life  &  Growth  Stock  Fund. 


8.75 

8.75 
8.75 
8.75 
8.75 


8.70 
8.70 
8.50 
8.50 
8.50 


0.51 
0.51 
0.51 
0.51 
0.58 


8.50 
8.50 
8.50 
7.50 
8.50 


1.00 
1.23 
1.22 
0.80 
1.06 

0.53 
0.89 
1.20 
0.75 
0.32 
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Oil  companies 

icnow  a  iot  about  finding 

natuiaigas. 

So  we  bought  one. 


the  most 
to  the  energy  crisis, 
new  sources  of 
the  gas  industry  is  to 
emand  for 

Gas  bought  the 

years  Harper  Oil  has 
^active  in  the  exploration, 
lopment  and  operation  of  oil  and  gas 
)perties  in  the  Southwest  Now,  it  will 
band  the  search  for  and  owning  of  leases 


as  a  member  of  the  Peoples  Gas  family. 

There's  untapped  potential  in  the 
Southwest  But  we  won't  stop  there. 
Peoples  Gas  will  continue  to  look 
m^gor  oil  producei-s  for  the  produ 
their  drilling  programs.  Right  now 
seeking  new  sources  of  gas  in  the  C 
Mexico.  Western  Canada.  Trinidad.  And 
British  Honduras. 

Peoples  Gas  is  also  a  member  of  a 
group  studying  the  feasibility  of  building  a 
2,500  mile  natuural  gas  pipeline.  To  run 
from  Alaska's  North  Slope  through 
Canada  to  supply  our  markets  in 
Mid-America 

All  of  this  is  part  of  Peoples  Gas' 
commitment.  To  find  and  supply  our 
customers  with  the  gas  energy  they  need 
today,  and  in  the  future.  A  commitment 
we  intend  to  keep. 

Peoples  Gas  Company 

The  Peoples  Gas  Light  and  Coke  Company 

North  Shore  Gas  Company 

Natural  Gas  Pipeline  Company  of  America 

Harper  Oil  Company 


w 
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ouisSzathmary 

wner  of  Chicago's  famous 

•akery  Restaurant  says: 

"lake  my  word  for  it 
here's  a  great  future 
n  soy  proteins... 
and  Central  Soya 
las  a  biq  head  start' 


Chef  Louis  is  no  stranger  to  soy  proteins. .  .or  Central  Soya. 
I  his  capacity  as  consultant  to  major  food  companies,  he  knows  the 
)le  soy  proteins  can  play  in  not  only  making  foods  more  nutritious 
id  less  expensive,  but  in  improving  texture  and  taste  as  well. 

At  Central  Soya,  we  expect  to  see  real  growth  in  the  use  of 
jfined  soy  proteins.  That's  why  we're  adding  new  facilities  for 
reducing  them  in  our  plants  here  and  overseas  as  well. 

If  you'd  like  to  know  more  about  us  and  where  we're  growing, 
'e'll  be  glad  to  send  you  our  annual  report.  It's  yours  for  the  asking. 


CENTRAL  SOYA 


Fort  Wayne,  Indiana  46802 


BOMis  IS  safeTY 


DECK  SAFETY  TREADS 


Making  trucks  and  boats  and 

bathtubs  safer  is  just  one  of 

Bemis'  contributions. 

We're  a  packaging  company, 

of  course.  But  also  a  graphic 

arts  company,  a  specialty 

paper  company,  a  textile 

company,  and  a  coating  and 

laminating  company. 

We're  a  diversified  company 

touching  people's  lives  in 

thousands  of  ways. 

But  we're  not  a  conglomerate. 
Because  we  grow  out  of 
ourselves  .  .  .  applying  our 
own  special 


Consider  these  safety-oriented 

products  of  Morgan  Adhesives, 

a  Bemis  subsidiary. 


They're  similar  to  our  life- 
extending  cheese  packages 
and  man-made  fashion  fabrics 

and  many  other 
Bemis  products. 
Because  they  all 
derive  from  one 
of  Bemis'  basic 
technologies: 
coating  and 
laminating. 

That's  the  secret 
of  our  growth. 
It's  why  we've 
recorded  an 
average  annual 
sales  growth  rate  of  11%  for  the 
most  recent  ten-year  period. 

And  it's  why  we're  in  the  world 
of  fashion  and  packaging  and 
graphic  arts  and  safety, 
et  cetera,  et  cetera. 

Bemis  Company  Inc.,  800 
Northstar  Center,  Minneapolis, 
MN  55402. 
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PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets     Markets 


Fund  Ratings 
1973 


DOLLAR  RESULTS 


11 -Year  M 

Average 
Annual 

Growth    Dividend 
Rate        Return 


Latest 
12  Months 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


-2.7% 
-11.90^ 


6.0% 
6.3% 


3.1% 
2.70/0 


Assets  Maximum      Annual 

in  Sales       Expenses 

Millions  Charge      Per  $100 


STOCK  FUNDS  (LOAD) 


D 

B 
0 

B 
D 

Massachusetts  Investors  Trust 

-9.4% 
—22.3 

—6.2 
—27,5 

4.4% 
4.0 

4.9 
4.3 

3.5% 
0.5 

4.4 
2.0 

$1,726.4 
21.4 

205.3 
22.3 

8.50% 
8.50 

7.50 
7.50 

$0.23 

c 

Midamerica  Mutual  Fund  

0.93 

0 

Mutual  Investing  Foundation 
MIF  Fund    

0.66 

c 

MIF  Growth  Fund 

0.75 

B 

F 
C 

D 
C 

Mutual  Securities  Fund  of  Boston 

—53.7 
—14.3 

—32.0 
—12.5 

—2.1 
10.0 

6.2 
3.4 

none 
1.2 

1.6 
4.9 

0.4 
895.0 

198.3 
264.7 

8.50 
8.50 

8.50 
8.50 

2.00 

A 

National  Investors  Corp 

0.26 

B 

National  Securities 
Growth  Fund  

0.60 

D 

Stock  Fund 

0.62 

•D 

D 
C 
0 
D 
D 

NEA  Mutual  Fund  (started  12/64) 

—9.6 
—14.5 
—40.6 
—19.8 
—20.2 

5.3 

1.6 

10.7 

2.5 
2.1 
none 
5.2 
1.2 

33.7 
8.1 

17.9 

2.7 

467.6 

2.00 
8.50 
8.50 
1.00 
8.50 

0.73 

•C 

New  World  Fund  (started  2/63)        

0.88 

B 

Newton  Fund  

1.11 

D 

Old  Dominion  Investors'  Trust 

0.84 

A 

Oppenheimer  Fund        

0.88 

G 

A 
F 
B 
D 
D 

Over-the-(!ounter  Securities  Fund         

—17.0 
—14.8 
—7.9 
—17.3 
—20.4 

9.8 
6.6 
5.7 

1.9 
3.6 
3.6 
1.6 
1.2 

6.2 

6.6 

7.2 

10.4 

76.9 

8.00 
8.75 
8.50 
8.88 
8.75 

1.48 

•B 

Pacific  Standard  Fund 

1.39 

D 

Paramount  Mutual  Fund 

1.34 

•B 

The  Pegasus  Fund  (started  3/65)  

1.50 

c 

Philadelphia  Fund 

0.65 

•A 

F 
F 
B 
F 
B 

Pilgrim  Fund  (started  8/64) 

—29.8 
—31.8 
—3.1 
—29.7 
—13.4 

6.1 
8.3 
7.2 
7.8 

0.6 
1.2 
3.3 
none 
1.5 

13.1 

4.7 

239.0 

1.7 

19.6 

8.50 
8.50 
8.50 

t 
8.50 

1.01 

A+ 
B 

Pioneer  Enterprise  Fund 

Pioneer  Fund      

1.06 
0.74 

B 

Planned  Investment  Fund 

1.93 

B 

PLIGROWTH  Fund 

0.93 

D 

B 
0 
A 
F 
F 

Puritan  Fund        

—11.7 
—11.8 
-3.6 
—16.8 
—41.1 

4.8 
8.3 
9.9 
7.8 
4.2 

5.9 
1.9 
1.2 
0.5 
1.6 

733.9 

733.2 

495.5 

98.3 

10.3 

8.50 
8.50 
8.50 
8.75 
8.50 

0.47 

A 

Putnam  Growth  Fund 

0.50 

B 

Putnam  Investors  Fund 

0.55 

A 

Research  Equityt          

1.15 

B 

Revere  Fund 

1.40 

C 

C 
F 
F 
B 
F 

SAFECO  Equity  Fund**  * 

—8.6 
—33.8 
—30.9 
—15.0 
—23.1 

5.2 

5.2 
2.8 

3.5 
0.8 
1.0 
6.1 
5.3 

34.9 
55.8 
92.3 
34.5 
78.5 

8.50 
8.50 
8.75 
8.75 
8.50 

0.66 

•D 

Salem  Fund 

0.76 

•A 

Security  Equity  Fund  (started  9/62) 

0.62 

0 

Security  Investment  Fund 

0.40 

c 

Shareholders'  Trust  of  Boston                        .    . 

0.70 

c 

C 
C 
B 
C 
D 

Sigma  Investment  Shares                  

—12.4 
—12.9 
—10.6 
—8.6 
—21.5 

5.7 
5.3 
3.4 
7.7 
6.0 

2.5 
3.3 
3.5 
2.0 
2.0 

58.2 

22.7 

8.5 

391.3 

491.5 

8.50 
7.50 
8.67 
t 
8.75 

0.75 

c 

Southwestern  Investors 

0.67 

D 

Sovereign  Investors 

0.90 

B 

State  Street  Investment  Corp. 

0.49 

B 

Technology  Fund 

0.55 

A-f- 

.      F 

Twentieth  Century  Investors 
Growth  Investors 

—40.5 
—18.4 
—20.3 

5.4 
2.5 

none 
1.4 
2.0 

9.7 

1.2 

12.1 

8.75 
8.75 
8.50 

1.57 

D 

Income  Investors 

1.18 

•C 

Unified  Mutual  Shares  (started  10/63) 

0.90 

C 
C 
B 
B 

D 
C 
F 
F 

United  Funds 

Accumulative  

Income    

Science 

The  Value  Line  Fund 

—13.1 

—6.8 

—20.2 

—28.5 

4.1 
6.3 
5.6 
5.7 

2.3 
2.8 
2.1 
1.7 

861.9 

776.1 

304.3 

34.0 

8.75 
8.75 
8.75 
8.75 

0.42 
0.43 
0.43 
0.73 

D 

C 
*  F 
F 
0 
F 

The  Value  Line  Income  Fund 

—12.2 
—47.3 
—39.4 
—17.0 
—37.6 

2.5 
3.5 
4.7 
2.3 
—0.9 

6.5 

none 

1.6 

0.7 

none 

69.1 
75.3 

7.5 
11.9 

0.8 

8.75 
8.75 
8.50 
8.00 
8.50 

0.82 

B 

The  Value  Line  Special  Situations  Fund 

1.09 

B 

Vanderbilt  Mutual  Fund  

1.43 

D 

Varied  Industry  Plan 

1.00 

C 

Venture  Securities 

6.20 

•  Fund  rated  for  tvro  periods  only;  maximum  allowable  rating  A.        t  Formerly  Winfield  Growth  Fund 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter.        it  Formerly  Equity  Fund. 
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PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets      Markets 


iForbeSi^mmmm 

Fund  Ratings 
1973 


DOLLAR  RESULTS 


Latest 
12  Months 


11  Year 
Average 

Annual  Assets 

Growth    Dividend  in 

Rate         Return  Millions 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


-2.70/0 
-11.90/0 


6.00/0 
6.3% 


3.1% 
2.7% 


Maximum      Annual 
Sales        Expenses 
Charge      Per  $100 


STOCK  FUNDS  (LOAD) 

D               C             Wall  Street  Growth  Fund l=n'.5<%, 

C               C             Washington  Mutual  Investors  Fund I — 10.1 

B               F             Western  Industrial  Shares -  —45.4 

B                C             Windsor  Fund  —17.3 

D               C             Wisconsin  Fund —16.4 


3.9% 

none 

$     12.3 

8.500/0 

$0.62 

5.3 

4.6% 

292.2 

8.50 

0.64 

1.5 

none 

4.0 

8.75 

1.47 

7.7 

4.1 

409.7 

8.50 

0.61 

4.7 

3.3 

27.5 

8.50 

0.67 

STOCK  FUNDS  (NO-LOAD) 


A  Leon  B.  Allen  Fund 

F  American  Investors  Fund  

A  David  L  Babson  Investment  Fund f    — 1.4 

F  Concord  Fund  —21.9 

C  Consultant's  Mutual  Investments  (started  6/63)  . .  —18.9 

8               C  de  Vegh  Mutual  Fund    —18.1 

>  C               D  Dodge  &  Cox  Stock  Fund  (started  4/65) —11.1 

B               F  Drexel  Equity  Fund  —29.1 

C               C  Energy  Fund  —10.3 

D               0  Farm  Bureau  Mutual  Fund — 11.9 

C               D  Financial  Industrial  Fund 0.9 

C               D  General  Securities —27.5 

B               D  Growth  Industry  Shares —17.0 

0               C  Guardian  Mutual  Fund  — 10.8 

A                F  Ivy  Fund  —26.0 

B               C  The  Johnston  Mutual  Fund    —17.2 

A               D  Loomis-Sayles  Capital  Development  Fund —10.5 

A               C  Mairs  &  Power  Growth  Fund —10.1 

•  A                D  Mathers  Fund  (started  8/65) —34.0 

B               C  Mutual  Shares —13.5 

0  Nassau  Fund —16.7 

F  National  Industries  Fund — 21.0 

B  Nelson  Fund  —7.5 

C  The  One  William  Street  Fund —4.3 

D  Penn  Square  Mutual  Fund  —8.5 


7.5 
6.6 
9.2 
1.1 


0.5 

none 

1.5 

2.8 

3.0 


2.0 

146.0 

105.6 

1.4 

11.1 


1.00* 

none 

none 

none 

none 


0.87 
0.92 
0.78 
N.A. 
1.00 


7.7 

7.0 
6.3 


2.5 
2.3 
2.5 
2.3 
2.4 


6.1 
2.7 
6.3 
6.2 
9.2 


2.0 
1.9 
1.1 
3.4 
2.0 


86.1 
10.5 
20.2 
130.5 
10.9 


283.0 

5.8 

42.0 

52.0 

43.6 


none 
none 
none 
none 
none 


none 
none 
none 
none 
none 


0.53 
0.69 
1.00 
0.76 
0.81 


0.67 
1.29 
0.73 
0.74 
1.17 


9.7 
9.1 
9.6 

7.8 


1.4 
0.6 
1.0 
1.6 
3.0 


288.2 

69.4 

13.7 

73.6 

5.7 


none 
none 
none 
none 
none 


0.62 
0.65 
0.77 
0.70 
1.51 


D 

A 

B 

A+ 

D 

A 

B 

F 

C 

C 

3.6 
6.2 
5.2 
7.0 
6.4 


2.9 
1.8 
0.2 
1.9 
3.7 


7.0 
12.0 

4.0 
279.0 
129.2 


CLOSED-END  INVESTMENT  COMPANIES 


Adams  Express  — 2.2 

ASA  Limited    85.3 

Carriers  &  General  Corp — 6.2 

Central  Securities  — 28.9 

Consolidated  Investment  Trust — 6.8 


6.5 

2.9 

6.2 

1.0 

5.2 

2.7 

4.5 

0.8 

5.3 

2.9 

180.9 

214.2 

20.9 

36.6 

79.4 


none 
none 
none 
none 
none 


Where 
Traded 

NYSE 
NYSE 
NYSE 
ASE 
O-TC 


1.09 
1.00 
2.39 
0.48 
0.61 


1       D 

B 
C 
D 
F 

Pine  Street  Fund 

—8.3 
—19.5 
—37.8 
—26.9 

5.7 

9.3 

15.0 

8.1 

3.6 
0.9 
0.5 
2.9 

47.7 

1,162.8 

340.3 

149.6 

none 
none 
none 
none 

0.49 

B 

T.  Rowe  Price  Growth  Stock  Fund 

0.49 

A+ 

Rowe  Price  New  Horizons  Fund 

0.59 

B 

Scudder  Special  Fund 

0.69 

1     c 

D 
C 
F 
D 

Scudder  Stevens  &  Clark  Common  Stock  Fund 

Selected  American  Shares 

—10.2 
—17.5 
—43.9 
—20.2 

4.3 
5.2 
1.9 
4.4 

2.2 

3.3 

none 

2.3 

145.1 

150.2 

26.9 

33.0 

none 
none 
none 
none 

0.66 
0.71 

1      C 

Steadman  American  Industry  Fund 

1.49 

g       C 

Steadman  Investment  Fund  

0.85 

1 

f 
^       B 

C 

B 
D 

Stein  Roe  &  Farnham  Stock  Fund 

—12.6 

—14.0 

—9.4 

—27.2 

7.7 

6.4 
4.5 

1.0 

0.5 

2.2 

none 

174.1 

26.6 

3.6 

1.9 

none 
none 
none 
none 

0.56 

.       C 

Stein  Roe  &  Farnham  Capital  Opportunities  Fundff 
Variable  Stock  Fund 

0.69 
0.74 

B 

Viking  Growth  Fund 

1.00 

0.50 
0.88 
0.79 
0.97 
0.19 


•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Entrance  fee.        N.A.— Not  available. 


ft  Changed  Investment  policy  in  1969;  not  ranked. 
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PERFORMANCE 
RATINGS 


iForbes^f'^ 
Fund  Ratings 
1973 


DOLLAR  RESULTS 


In 

UP 

Markets 

In 
DOWN 
Markets 

Latest 
12  Months 

11  Year 
Average 
Annual 
Growth 
Rate 

Dividend 
Return 

Assets 

in 
Millions 

Where 
Traded 

Annual 
Expenses 
Per  $100 

c 

B 

A 

D 

A+ 

B 

C 
C 

D 

C 

C 

A+ 

G 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 

CLOSED-END  INVESTMENT  COMPA 

Dominick  Fund                  

-2.70/0 

-11.9% 

-6.5% 

NIES 

-8.7% 
—12.7 
—11.2 
39.0 

—6.3 

6.0% 
6.3% 
3.2% 

5.90/0 
9.6 
4.8 
22.0 
9.5 

3  1% 
2.7% 
4.20/0 

2.0% 

0.6 

2.1 

0.4 

1.7 

$      55.1 

109.8 

87.6 

135.2 

551.4 

NYSE 
NYSE 
NYSE 
NYSE 
NYSE 

$0.69 

General  American  Investors 

0.85 

International  Holdings 

0.83 

Japan  Fund  

0.75 

The  Lehman  Gorp 

0.28 

C 
C 
B 
C 
C 

D 
D 
A 
A 
C 

Madison  Fund  

—20.4 

—40.5 

5.0 

14.5 

—21.9 

5.7 
4.3 
10.9 
8.4 
8.5 

3.8 
3.9 
0.9 
3.1 
1.5 

258.7 
76.5 

121.6 
87.3 
80.2 

NYSE 
NYSE 
NYSE 
NYSE 
ASE 

0.56 

National  Aviation   

Niagara  Share  Corp. 

0.57 
0.58 

Petroleum  Corp.  of  America    

0.53 

Standard  Shares        ...          

0.46 

C 
B 
D 
C 

G 
B 
A 
C 

Surveyor  Fund 

—17.2 
—7.0 
—6.8 

—14.1 

5.0 
7.8 
5.4 
5.3 

1.8 
2.3 
4.3 
2.2 

126.6 
718.4 
138.6 
128.9 

NYSE 
NYSE 
NYSE 
NYSE 

0.78 

Tri-Continental  Corp 

0.24 

The  United  Corp 

0.61 

U.S.  &  Foreign  Securities 

0.75 

D 
D 
C 
B 
D 
C 

A 

A+ 

A 

A+ 

A+ 

C 

FUNDS  FOR  INVESTING  ABROAD 

Canadian  Fund  

1.4 
59.5 
21.0 
32.6 
18.8 
—16.3 

7.0 
12.0 

8.3 
17.0 

9.7 

6.2 

1.8 
1.1 
0.1 
0.7 
1.4 
1.3 

31.8 
50.2 
27.7 
19.1 
19.0 
45.3 

Maximum 

Sales 

Charge 

8.670/0 
8.75 
none 
8.50 

t 
8.50 

0.82 

International  Investors 

0.93 

Scudder  International  Investments 

1.02 

Templeton  Growth  Fund 

0.93 

Transatlantic  Fund 

0.91 

Vance,  Sanders  Common  Stock  Fundt 

0.78 

D 
C 
B 
B 
A 

C 
D 
D 
F 
F 

BALANCED  FUNDS  (LOAD) 

American  Business  Sharas 

—13.8 
—6.5 
—6.4 
-8.5 

—16.2 

2.3 
2.3 
3.1 
2.0 
5.6 

5.7 
5.9 
4.7 
5.6 
4.4 

22.5 
144.4 
153.7 
107.8 

53.0 

7.50 
8.50 
8.50 
8.75 
8.00 

0.99 

American  Express  Income  Fund 

0.62 

American  Express  Investment  Fund 

0.66 

Anchor  Income  Fund 

0.68 

Axe-Houghton  Fund  A 

0.50 

Axe-Houghton  Fund  B — 10.5  3.1 

Boston  Foundation  Fund —12.7  3.1 

Channing  Funds 

Balanced  Fund  —12.7  3.3 

Income  Fund —9.6  4.2 

Composite  Bond  &  Stock  Fund — 3.8  3.9 

Decatur  Income  Fundft — 15.5  — 

Eaton  &  Howard  Balanced  Fund —2.3  2.4 

Eaton  &  Howard  Income  Fund  — 5.3  2.4 

Franklin  Custodian  Funds — Income  Series  Shares  — 7.5  1.8 

Group  Securities—Balanced  Fund  — 4.3  2.6 

Income  Fund  of  Boston  — 13.2  0.9 

Investors  Mutual —^,6  1.9 

Keystone  Custodian  Funds — K-1  —13.8  0.5 

Massachusetts  Fund  — 4.5  4.3 

National  Securities 

Balanced  Fund  — 18.0  0.7 

Dividend  Fund —11.6  4.5 

Income  Fund —13.6  1.9 

Nation-Wide  Securities  — 4.1  2.9 

Provident  Fund  for  Income  — 22.0  4.7 

The  George  Putnam  Fund  of  Boston — 3.5  5.5 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter. 

tt  Changed  Investment  policy;  not  ranked.        t  Formerly  Boston  Common  Stock  Fund. 


4.5 
4.8 

4.7 
5.8 


214.5 
38.1 

79.0 
78.0 


8.00 
8.50 

8.50 
8.50 


0.73 
0.85 

0.72 
0.72 


3.5 
6.3 
4.3 
7.0 
7.2 


12.6 

2258 

1454 

27.0 

10.5 


8.00 
8.50 
8.50 
8.50 
8.75 


0.84 
0.76 
0.62 
0.75 
0.96 


5.0 
6.9 
4.1 
6.8 
3.7 


14.9 

30  9 

2,635.9 

82.3 

249.6 


8.50 
8.75 
8.00 
8.75 
8.75 


0.96 
0.93 
0.33 
0.51 
0.57 


5.5 
5.6 
6.5 
5.0 
6.6 
3.4 


2.8 

90.4 

67.6 

66.0 

109.1 

414.8 


8.50 
8.50 
8.50 
8.67 
8.50 
8.50 


0.64 
0.70 
0.73 
0.47 
0.80 
0.46 
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The  fact  is,  over  75,00C 
honor  Diners  Club  thai 


Diners  Club  exists  for  one 
reason  and  one  reason  only : 
to  serve  executives  who  get 
around  a  lot. 

That's  why  our  card  is 
honored  throughout  the  United 
States,  where  we  originated  the  exec 
utive  credit  card. 

And  why,  in  Europe,  you'll  find 
us  at  30%  more  places  than  American 
Express. 

In  Latin  America,  Asia  and  Africa, 
at  more  than  three  times  as  many. 

The  fact  is,  around  the  world.  Diners 
Club  has  over  75,000*  more  member  estab- 
lishments than  American  Express.  (Carte 
Blanche  is  a  distant  third. ) 

When  you  travel,  those  over  75,000 
more  places  can  mean  a  lot  to  you : 

A  charming  out-of-the-way  hotel  that 
doesn't  honor  the  other  credit  cards. 

A  locally  recommended  restaurant 
in  a  town  you  just  "discovered." 

A  shop  where  they  sell  the  kinds  of 
things  you  just  can't  get  at  home. 

In  fact,  if  you  only  have  the  other 
leading  executive  credit  card,  it's  like  having 
no  card  at  all  in  75,000  places. 

Because  Diners  Club  is  honored  at 
so  many  more  places,  we  do  have  to  be  a  Htde 

♦Figures  based  on  direct  comparison  of  latest  published 
Diners  Club  and  American  Express  directories. 


nore  establishments 
bnerican  Express. 


:arte  Blanche  is  a  distant  third.) 


ore  cautious  than  some  of  our  competitors. 

That  means  we  often  have  to 
vallow  hard  and  turn  down  apphcations 
ley  would  gladly  accept. 

But,  if  you  qualify,  you'll  find  the 
;wards  of  Diners  Club  membership  to  be 
ibstantial  indeed.  Even  if  you  already  have 
lother  credit  card. 

Mail  the  application  below  and  see 
►r  yourself. 


® 


DIN 

.    Executive  service  is  our  business 


FOR  OFFICE  USE  ONLY 


0  DINERS  CLUB  20  83  991 
10  Columbus  Circle,  New  York,  New  York  10019 

(PLEASE  PRINT  ALL  INFORMATION] 

•  I I  Personal  Account — mail  bill  to  residence  LkJ  Personal  Account — mail  bill  to  office 


I I  Company  Account — mail  bill  to  office 


DMr.     DMrs.     QMiss     D  Ms. 


First  Name 


Middle 


Last 


Date  of  Birth 
Month        Day 


Year 


Spouse  (first  name) 


Home 
Address 


Street 


City 


State 


ZIP  Code 


Years  at 
Present  Address 


Own  Home 
Rent 


D 

n 


Telephone  (include  area  code) 


Number  of 
Dependent  Children 


Social  Security 
Number 


Previous 
Home  Address 


Street 


City 


State 


ZIP  Code 


Years 
there 


Firm  Name  or  Employer 


Nature  of  Business 


Position 


Address 


Street 


City 


State 


ZIP  Code 


Telephone  (include  area  code) 


Years  with  Firm 


Annual  Earnings 


NOTE:  l(  annual  earnings  art 

less  llian  510,000  mdicalf  sourcf 

and  amount  of  olhfr  income  below 


Amount  and  Source  of  other  Income 


Previous  Employer  (if  employed  by  above  less  than  3  years)  or  College/University  if  Recent  Graduate 


Spouse's  Employer 


Address 


Position 


Years  with  Firm 
year  Graduated 


Name  and  Address  of  Personal  Reference  (not  living  with  you) 


Annual  Earnings 

i 


Bank  (when  (or  company  account  show  company  banks) 
Branch  Address  (City  and  State)  Type  of  Account    Account  No. 


Bank  (when  (or  company  account  show  company  hanks) 
Branch  Address  (City  and  State)  Type  of  Account   Account  No 


Credit  References  (hst  other  major  credit  reterences  and  account  numbers) 


Previous  Firmer  Member  Q    ktade  Application  D 

Diners  Club  Experience  Hone  g    Present  Member  D    Accl.  No. 


$17  FEE:  covers  12  months'  membership  from  date  card  is  issued  at  $15 
plus  1  year's  subscription  to  Signature,  the  Diners  Club  Magazine,  at  $2. 
Subscription   optional.    Indicate   choice   below.   Do   NOT  enclose   check — 
we  will  bill  you  later.' 
G  $17  Fee  (Includes  Signature  Magazine)    O  $15  Fee  (Membership  Only) 

Undersigned  authorizes  exchange  of  credit  information,  the  issuance  of 
credit  cards  as  indicated  and  renewal  and  replacement  thereof.  Undersigned 
agrees  that  each  cardholder  assumes  joint  and  several  responsibility  for 
all  charges  with  company  applicant,  if  Company  Account,  or  with  primary 
applicant  if  Personal  Account. 


Send  me  an  additional  Diners  Club  Card  at  $7.50  for  a  member  of  my  immediate  family. 


First  Name 

Middle           Last 

Signature 

of  Add-on  applicant 

Relationship 

Please  send  me- 

applications  for  additional  cards  for  members  of  my  firm/family.  | 

<D 

yjv  Signature  of  Individual  Applicant 

Date 

Signature  of  Company  Officer  for  Authorization  of  Company  Account 
[HAVE  YOU  SISNED  THIS  APPLICATION?] 


Title 


PERFORMANCE 
RATINGS 


In  In 

UP  DOWN 

Markets     Markets 


Fund  Ratings 
1973 


DOLLAR  RESULTS 

11 -Year  W 

Average 
Annual 
Latest        Qrtmth   Olvidend 
12  Months       Rate        R^urn 


Assets  Maximum      Annual 

in  Sales       Expenses 

Millions  Charge      Per  $100 


—  —  Standard  &  Poor's  500  Stock  Average  —27%         6.0%       3.1% 

C  C  FORBES  Stock  Fund  Average  —11.9%         6.3%       2.7% 

C  C  FORBES  Balanced  Fund  Average  —6.5%         3.2%       4^ 


BALANCED  FUNDS  (LOAD) 


C  C  Putnam  Income  Fund  — 4.3% 

C  F  Sigma  Tnist  —13.3 

0  C  Supenrised  Investors  Income  Fund  (started  3/64)  — 14.4 

D  C  Vance,  Sanders  Investors  Fund —^9.4 

D  C  Wellington  Fund  —6.3 

h  0  Whitehall  Fund  —12  8 


1.1% 

5.7% 

$    131.5 

8.50% 

$0.59 

0.8 

5.1 

13.0 

8.50 

0.75 

— 

6.0 

25.4 

8.75 

0.77 

1.1 

4.5 

186.9 

8.50 

0.67 

1.2 

4.1 

1,014.8 

8.50 

0.42 

4.8 

3.5 

16.4 

8.50 

0.49 

BALANCED  FUNDS  (NO-LOAD) 


B 

C 

A 

F 

B 

C 

D 

A 

Dodge  &  Cox  Balanced  Fund  —8.5 

Financial  Industrial  Income  Fund  — 7.5 

Loomis-Sayles  Mutual  Fund  — ^3.4 

Northeast  Investors  Trust  — 2.7 

Prudential  Fund  of  Boston     — 7.4 

Scudder  Stevens  &  Clark  Balanced  Fund —2.8 

Stein  Roe  &  Famham  Balanced  Fund  —10.0 


4.0 

3.9 

14.6 

none 

0.67 

6.9 

6.0 

91.1 

none 

0.68 

4.3 

2.9 

158.5 

none 

0.60 

1.2 

7.5 

69.2 

none 

0.66 

3.2 
3.2 
5.6 


3.1 
3.4 
20 


2.9 

83.6 

178.2 


none 
none 
none 


0.86 
0.66 
0.53 


Not  Rated 


BONO  &  PREFERRED  STOCK  FUND 


Investors  Selective  Fund — 0  9 

Keystone  Custodian  Funds 

B-1    —0.7 

B-2    —3.4 

B-4    —9.6 

Mutual  Trust  — 64 

National  Securities 

Bond  Fund   — 7.6 

Preferred  Fund  —17.2 

Steadman  Associated  Fund — 8.5 


-04 


6.6 


749 


7.00 


0.49 


—5.0 
-0.6 
-0.3 

7.2 
8.0 
8.8 

27.8 

14.6 

225.2 

4.40 
8.75 
8.75 

0.25 
0.53 
0.51 

08 

8.2 

10.3 

none 

0.90 

-0.5 

-0.8 

2.8 

84 
6.6 
6.3 

25.0 

4.0 

58.1 

8.50 
8.50 
8.75 

0.99 
0.69 
1.22 

Not  Rated 


EXCHANGE  FUNDS 


Capital  Exchange  Fund  (started  3/66)  —4.5 

Congress  Street  Fund  —2.1 

Second  Congress  Street  Fund  (started  6/64)  —0.8 

Constitution  Fund  (started  4/66)     —229 

Depositors  Fund  of  Boston  (started  4/65) — 6.2 

Devonshire  Street  Fund  —9.2 

Diversification  Fund  —1.1 

Empire  Fund        — 10.3 

Third  Empire  Fund  (started  4/66) —23.2 

Fourth  Empire  Fund  (started  9/66) —14.7 

Fifth  Empire  Fund  (started  3/67)  —169 

Sixth  Empire  Fund  (started  6/67)  —25.6 

Exchange  Fund  of  Boston  (started  9/63) —7.4 

Exeter  Fund  (started  5/66)  —19.7 

Federal  Street  Fund  —4.7 

Fiduciary  Exchange  Fund  (started  3/67) —13.5 

Second  Fiduciary  Exchange  Fund  (started  6/67)  —7.8 

Ohio  Capital  Fund  —12.6 

Presidential  Exchange  Fund  (started  8/65)  —12.2 

Second  Presidential  Exchange  Fund  (started  4/66)  —12.1 

Fifth  Presidential  Fund  (started  6/67)  —11.7 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 


1.4 
1.1 
1.2 
none 
1.4 


82.5 
42.1 
31.8 
35.3 
82.4 


0.58 
0.57 
0.59 
0.68 
0.57 


1.6 
1.3 
28 
1.7 
3.0 


18.0 
84.4 
34.6 
2.0 
12.8 


0.66 
0.57 
0.82 
1.46 
0.91 


2.9 
3.4 
1.5 
2.1 
1.8 


8.0 

11.8 

69.8 

56.8 

258.4 


1.07 
0.94 
0.59 
0.72 
0.55 


1.5 
1.6 
1.8 
2.1 
2.4 
2.4 


58.7 
91.6 
11.4 
8.7 
9.2 
12.2 


0.59 
0.57 
0.90 
1.32 
1.20 
1.15 
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Kind  of 
Shares 


Fund  Ratings 
1973 


DOLLAR  RESULTS 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


DUAL   PURPOSE  FUNDS 


Latest 
12  Months 

xi-jear 
Average 
Annual 
Growth 
Bate 

Dividend 
fleturn 

Assets 

in 
Millions 

Where 
Traded 

Annual 
Expenses 
Per $100 

-2.70/0 

-11.9% 

-6.5% 

6.0% 
6.3% 
3.2<% 

3.1% 
2.7% 
4.2% 

Capital  American  Dualvest  Fund  (Started  3/67) —37.1% 

Income  American  Dualvest  Fund  (Started  3/67) — 

Capital  Federated  Dual  Exchange  Fund  (Started  6/67)  —40  2 

Income  Federated  Dual  Exchange  Fund  (Started  6/67)  — 

Capital  Gemini  Fund  (Started  3/67)  —24.0 

Income  Gemini  Fund  (Started  3/67) — 

Capital  Hemisphere  Fund  (Started  6/67)  —^2.3 

Income  Hemisphere  Fund  (Started  6/67) — 

Capital  Income  &  Capital  Shares  (Started  3/67)  —28.8 

Income  Income  &  Capital  Shares  (Started  3/67)  — 

Capital  Leverage  Fund  of  Boston  (Started  3/67) — 24.7 

Income  Leverage  Fund  of  Boston  (Started  3/67)  — 

Capital  Putnam  Duofunds  (Started  7/67) —17.4 

Income  Putnam  Duofunds  (Started  7/67)  — 

Capital  Scudder  Duo-Vest  Exchange  Fund  (Started  6/67)  —19.7 

Income  Scudder  Duo-Vest  Exchange  Fund  (Started  6/67)  — 

Capital  Scudder  Duo-Vest  Fund  (Started  4/67) 

income  Scudder  Duo-Vest  Fund  (Started  4/67) 


none 

6.0% 
none 

7.2 


$34.1 
18.5 


NYSE 
0-T-C 


$0.96 
0.93 


none 

10.5 

none 

7.0 


42.8 
18.5 


NYSE 
NYSE 


0.89 

0.87 


none 
8.9 

none 
7.0 


29.2 
52.3 


NYSE 
NYSE 


0.76 
0.71 


none 
6.1 

none 
5.7 


26.0 
35.0 


0-T-C 
0-T-C 


0.80 
0.67 


Type  0/ 
Fund 


Stock 
Stock 
Stock 
Stock 
Stock 


none 
5.8 


NEW  FUNDS'" 


Able  Associates  Fund  (Started  11/71) —31.2 

Acorn  Fund  (Started  6/70)  —34  4 

Aetna  Fund  (Started  4/71)  —27.5 

Afuture  Fund  (Started  3/68) —36.5 

Allstate  Enterprises  Stock  Fund  (Started  2/70)  —13.9 

Alpha  Fund  (Started  5^)  —15.2 

Alpha  Investors  (Started  7/70) —50 

AMCAP  Fund  (Started  4/67)  —31.1 

American  Birthright  Trust  (Started  5/70)  —13 

American  Equity  Fund  (Started  1/69)  —25.3 

American  Express  Special  Fund  (Started  4/69)  —30.8 

American  Insurance  &  Industrial  Fd  (Started  12/65'  — 17.3 

American  Leaders  Fund  (Started  2/69)  —5.2 

Anchor  Capital  Fund  (Started  5/68)  —50.5 

Anchor  Reserve  Fund  (Started  3/72)  2.1 

Anchor  Venture  Fund  (Started  5/70)  —37.3 

Armstrong  Associates  (Started  6/68)  — 29.2 

Astron  Fund  (Started  6/68)   —31.6 

Audax  Fund  (Started  2/70) —36.1 

The  Barclay  Growth  Fund  (Started  9/68) —38.0 

Bayrock  Fund  (Started  7/70)  —16.6 

Beacon  Hill  Mutual  Fund  (Started  7/64) —27.6 

Berger-Kent  Special  Fund  (Started  4/69) —10.8 

Berkshire  Capital  Fund  (Started  12/68) —10.8 

Berkshire  Growth  Fund  —33.9 

BLC  Growth  Fund  (Started  10/69)  —12.9 

BLC  Income  Fund  (Started  10/69)  —110 

Boston  Mutual  Equity  Growth  Fund  (Started  1/69)  —16.1 

The  Burnham  Fund  (Started  12/69)  —33.4 

Capital  Trinity  Fund  (Started  4/71)  —33.5 

CG  Fund  (Started  2/68)  —20.9 


none 
1.7 
0.7 

rtone 


105.5 


NYSE 


1.4 

14.6 

17.9 

30.2 

209.2 


Maximum 

Sales 

Charge 


none 

none 

8.50% 

none 

7.00 


0.65 


2.30 
1.07 
0.95 
1.40 
0.70 


Stock 
Balanced 
Stock 
Stock 
Stock 


0.7 
3.0 
2.0 
none 
0.2 


32.3 
3.3 

63.7 
7.8 
2.5 


8.50 
8.50 
8.50 
9.00 
8.75 


130 

L50 
0.68 

LOO 

1.30 


Stock 
Stock 
Stock 
Stock 
Bond 


0.7 
O.i 
2.5 
none 
2.0 


41.3 
2.6 
1.4 

35.9 
8.9 


8.50 
8.50 
1.50 
8.75 
8.75 


0.93 
1,00 
1.63 
0.70 
0.59 


Stock 
Stock 
Stock 
Stock 
Stock 


none 
none 
none 
0.5 
none 


8.6 
3.3 
3.2 
3.6 
2.5 


8.75 
none 
8.50 
8.50 
none 


0.79 
1.30 
1.15 
1.05 
1.50 


Stock 
Stock 
Stock 
Stock 
Stock 


1.4 

6.6 

6.00 

153 

none 

3.0 

none 

2.10 

none 

6.7 

none 

2.10 

3.0 

2.8 

8.50 

1.18 

0.5 

1.6 

8.50 

1.44 

0.7 

7.2 

8.50 

1.00 

3.7 

5.4 

8.50 

1.00 

1.9 

2.3 

8.50 

1.01 

none 

12.3 

none 

1.35 

none 

5.7 

8.50 

1.31 

0.8 

89.8 

7.50 

0.75 

Stock 
Stock* 
Stock 
Stock 
Stock 
Stock 


*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  October  7.  1966  or  have  met  the  $2  million 
criteria  for  the  first  time. 
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Type  of 
Fund 


Fund  Ratings 
1973 


DOLLAR  RESULTS 

11  Year 

Average 

Annual 

Latest         Growth    Dividend 

12  Months       Rate        Return 


Assets  Maximum     Annual 

in  Sales       Expenses 

Millions  Charge      Per  $100 


Stock 
Stock 
Bond 
Stock 
Stock 


Standard  &  Poor's  500  Stock  Average  — 2.7o/o  6  0%        3.1o/o 

FORBES  Stock  Fund  Average  —119%  6  3%        2.7% 

FORBES  Balanced  Fund  Average  —6  5%  3  2%       1 2% 


NEW  FUNDS- 

CG  Income  Fund  (Started  11/68)                                   —4.6%  —  5.2%  $    6.3 

Chandler  Fund  (Started  1/67)   —32.9  —  nogH||  0.3 

Channing  Bond  Fund  (Started  10/71)                           —5.2  —  T^I^H  ^^  ^ 

Channing  Venture  Fund  (Started  10/70)  —55.8  —  none  4.6 

Charter  Fund  (Started  7/67)  —27.5  —  none  2  4 

Chase  Frontier  Capital  Fd  of  Boston  (Started  3/68)  —47.5  —  none  292 

Chase  Special  Fund  of  Boston  (Started  7/69)  —45.4  —  none  16.0 

Colonial  Convertible  Fund  (Started  10/71)  —18.0  —  6.6  42.0 

Colonial  Equities  Fund  (Started  11/66) —32.2  —  0.6  63.9 

Colonial  Income  Fund  (Started  12/69) —2.6  —  7.7  223.5 

Colonial  Ventures  (Started  2/69)  —49.7  —  none  13.4 

Columbia  Growth  Fund  (Started  6/67) —36.9  —  0.6  16.9 

Columbine  Fund  (Started  7/70) —47.1  —  none  2.0 

Compass  Growth  Fund  (Started  4/69)   —18.0  —  1.8  4.3 

Competitive  Capital  Fund  (Started  3/68) —32.0  —  1.0  28.7 

Comstock  Fund  (Started  10/68)  —30.4  —  1.3  59.1 

Constellation  Growth  Fund  (Started  5/67) —29.8  —  none  4.5 

Contrafund  (Started  5/67)  —10.1  —  2.0  22.3 

Countiy  Capital  Investment  Fund  (Started  4/66)  —181  —  1.3  299 

Davidge  Early  Bird  Fund  (Started  3/69)  —50.1  —  none  3.9 

Delchester  Bond  Fund  (Started  8/70)                          —3.1  —  7.2  7.4 

Delta  Trend  Fund  (Started  10/68) —490  —  none  10.9 

Diebold  Venture  Capital  (Started  4/68) —17.0  —  none  12.8 

Directors  Capital  (Started  2/70)   —27.7  —  none     J  6.8 

Drexel  Investment  Fund  (Started  12/68) -28.2  —  2.2      ^  2.6 

Dreyfus  Uverage  Fund  (Started  6/69)  —17.2  —  none  292.5 

Dreyfus  Special  Income  Fund  (Started  10/71)                —7.4  —  5.8  55.6 

Dreyfus  Third  Century  Fund  (Started  3/72)  —17.7  —  0.9  19.8 

E  &  E  Mutual  Fund  (Started  7/69)  —10.5  —  0.3  31 

Eaton  &  Howard  Growth  Fund  (Started  4/68)  —27.0  —  none  47.2 

Eaton  &  Howard  Special  Fund  (Started  4/68)  —42.0  —  none  21.8 

Eberstadt  Fund  (Started  9/66)   —32.0  —  1.4  24.7 

Edie  Special  Growth  Fund  (Started  8/69)  —37.7  —  0.9  37.1 

Edie  Special  institutional  Fund  (Started  8/69)  —36  5  —  1.0  31.1 

Emerging  Securities  Fund  (Started  11/68)  —50.9  —  none  2.9 

Equity  Growth  Fund  of  America  (Started  8/66)  —24.3  —  0.7  78  4 

Essex  Fund  (Started  10/61) —36.6  —  none  24.2 

Everest  Fund  (Started  5/66)   —194  —  5.9  29.2 

Explorer  Fund  (Started  12/67)  —22.4  —  none  18  0 
Federated  Regional  Research 

investments  (Started  11/72)                                       —  —  —  4  4 

Fidelity  Bond-Debenture  (Started  8/71) —3.9  —  6.6  50  6 

Fidelity  Destiny  (Started  7/70)   —32.6  —  0.5  12.8 

Financial  Dynamics  Fund  (Started  9/67) —19.0  —  05  36 6 

Financial  Venture  Fund  (Started  3/69) —28.1  —  0.1  13.1 

First  Fund  of  Virginia  (Started  1/67)  —13.9  —  18  15.5 

First  Investors  Discovery  Fund  (Started  9/69)  —43.7  —  none  4.3 

First  Investors  Fund  for  Growth  (Started  4/66)  —36.1  —  none  60.8 

First  Investors  Fund  for  Income  (Started  1/71)  —146  —  92  8  0 

First  Multifund  of  America  (Started  10/67)  —23.9  —  none  II 8 

Fletcher  Fund  (Started  11/66)   —40.5  —  0.9  13.7 

FML  Equity  Income  Fund  (Started  3/69) —4.5  —  2.0  3.1 

FML  Growth  Fund  (Started  8/68)   —22.6  —  0.9  4  5 

44  Wall  Street  Fund  (Started  7/69)  —51.9  —  none  10 

*  Funds  which  started  business  with  assets  of  at  least  $2  miMion  after  October  7.  1966  or  have  met  the  %2  million 

criteria  for  the  first  time.       t   Fund  no  longer  selling  new  shares;  existing  shares  traded  over  thecounter 
ft   Restricted  to  present  shareholders  only        N  A— Not  available 


7.50% 

8.75 

8.50 

8.50 

8.50 


$1.01 
2.62 
0.95 
1.74 
1.33 


Stock 
Stock 
Stock 
Stock 
Balanced 


8.50 
8.50 
8.50 
8.50 
8.50 


1.13 
1.50 
0.81 
0.81 
0.62 


Stock 
Stock 
Stock 
Stock 
Stock 


8.50 
none 
8.50 
8.50 
8.75 


1.04 
1.00 
1.36 
1.00 
1.13 


Stock 
Stock 
Stock 
Stock 
Stock 


8.50 
8.50 

t 
7.50 
none 


1.16 
1.00 
0.83 
0.85 
1.50 


Bond 
Stock 
Stock 
Stock 
Stock 


8.50 
8.50 
none 
8.75 
none 


1.02 
1.00 
1.50 
2.06 
1.15 


Stock 
Stock 
Stock 
Stock 
Stock 


8.75 
8.75 
8.75 
none 
8.50 


1.10 
0.96 
1.39 
1.66 
0.79 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Stock 
Stock 
Stock 
Stock 


8.50 
8.50 
none 
none 
t 


8.75 

t 

8.50 

8  50 


1.01 
0.92 
0.85 
0.72 
1.41 


0.89 
1.01 
0.78 
1.06 

N.A. 


Bond 
Stock 
Stock 
Stock 


Stock 
Stock 
Stock 
Bond 
Stock 


8.50 
8.98 
8.50 
8.50 


8.50 
8.75 
8.75 
8.75 
none 


0.77 
1.00 
0.69 
0.72 


0.92 
1.40 
0.95 
1.34 
1.20 
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Corporate  Capsules  from  A.H.  Robins 


Little  known  facts  about 

one  of  America's  most  interesting 

and  diversified  companies 


Ambassadors  of  good  health! 

A  quarter  of  a  century  ago  A.  H.  Robins 
health  care  products  were  virtually 
unknown  outside  the  United  States. 
Today  the  company  distributes  pharma- 
ceuticals in  more  than  70  countries 
throughout  the  world  and  employs  nearly 
1,700  people  in  its  overseas  operations. 


Tbsted  and  proved  under  fire! 

Chap  Stick®  Lip  Balmi,  although  born  about 

the  turn  of  the  century  "grew  up"  during 

World  War  II  when  as  G.I.  issue  it  was 

packaged  in  an  olive  drab  tube  in  two  forms, 

one  for  cold  climate  and  the  other  for  the 

*  tropics.  When  the  service  men  came 

^  home,  they  continued  to  buy  the  product. 

Today  this  "veteran"  lip  balm  is 

a  household  word. 


Aperfome  named  after  avillage! 

Caron's  perfume,  Bellodgia,  was  named 
after  Bellagio,  a  romantic  village  on  Italy's 
Lake.Como.  Many  French  perfumers  have 
tried^-to  copy  the  fragrance,  but  no  one 
has  ever  been  able  to  duplicate 
the  blend  of  80  ingredients. 


This  dogis  registered? 

This  diagrammatic  dog  which 
illustrates  the  effectiveness  of 
Sergeant's®  Flea  Collar  is  registered, 
not  with  the  American  Kennel  Club, 
but  in  the  U.S.  Patent  Office  - 
as  a  trademark! 


A  diversified  international  corporation. .  .in  more  than  70  countries. 
A.H.  Robins  Company,  Richmond,  Va.  23220 


/l-H'DOBINS 


^irp^/^ 


Hfl^P^^ 


From  the  notes  of  T  F.  Willers,  Chief  Executive  Officer  of  Champion  international, 
as  he  toured  the  26  operating  units  of  the  Corporation. 


Champion  International,  in  June 
1972,  acquired  over  670,000 
acres  of  richly  forested  land  in 
Montana.  With  this  acquisition,  we 
increased  the  amount  of  timber- 
lands  we  own  outright  in  the  U.S. 
by  over  one  third,  bringing  the 
total  to  over  2.4  million  acres. 
Also,  we  have  effective  use  of 
another  5  million  acres. 

Our  objective  was  to  turn  this 
new  Montana  timberland  into  a 
productive  asset,  and  after  a 
careful  review  of  conservation  and 
forest  management  plans,  we 
decided  to  build  the  largest 
plywood  plant  in  North  America. 

We  began  construction  almost 
immediately  at  a  site  on  the  edge 
of  the  forest.  When  Mr.  Willers 
visited  the  site  in  September  1972, 
foundations  were  being  poured,  and 
annual  production  of  300  million 
square  feet  of  plywood  will  begin 
-late  in  1973. 

With  much  of  the  wood  for  this 
production  supplied  from  our  own 
forestlands,  we  are  well  protected 
from  future  increases  in  the  cost 
of  timber.  And  the  plywood  from 
this  plant  will  help  us  keep  pace 
with  the  demand  for  building 
materials  that  will  grow  as  more 
and  more  families  improve  or 
build  homes  in  the  future. 

Taking  good  care  of  our  timber-     "» 
lands  is  a  major  goal  at  Champion 
International— and  with  good 
reason.  After  all,  the  healthier  our 
forests  are,  the  stronger  we  are. 


"m-w 


We  need  the  trees  we  grow  for 
building  materials  and  paper  and 
allied  products,  which,  along  with 
furnishings,  comprise  the  three 
major  businesses  of  Champion 
International. 

Within  our  divisions  are  such 
well-known  names  as  U.S. Plywood, 
Champion  Papers,  Drexel,  and 
Heritage.  And  our  products 
include  plywood,  lumber,  particle- 
board,  sidings,  panelings, 
adhesives,  fine  printing  and 


business  papers,  packages, 
envelopes,  quality  home  and 
leisure  furniture,  carpeting,  and 
accessories  for  places  where 
people  live,  work,  and  play. 

Altogether,  with  48,500  employees 
in  400  different  locations,  and 
with  sales  of  $1 .8  billion  in  1972, 
Champion  International  is  the 
62nd  largest  manufacturing 
company  in  the  United  States. 

For  more  information  about 
Champion  International, 
write  Public  Affairs  Department, 
777  Third  Avenue,  New  York, 
New  York  10017. 


Fred,  the  squirrel,  and  Wayne  Hite,  silviculturist,  help  keep  our 
Montana  timberlands  producing  abundantly. 


Our  reforestation  program  is 
one  of  the  most  advanced  in  the 
industry.  Last  year  alone  we 
planted  over  2 1  million  seedlings. 
But  while  this  program  makes 
extensive  use  of  computers  and 
other  sophisticated  techniques, 
we  are  not  above  accepting  help 


from  our  friends  in  the  forest. 
Fred  lives  in  a  seed  production 
area  where  the  trees  are 
particularly  healthy  He  spends 
his  time  in  the  vsry  tops  of  these 
trees,  dropping  cones,  some  of 
which  Mr  Hite  gathers  and  grows 
into  seedlings. 


i^\. 
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Champion  International 


TSlli 


jverance. 
TScan 

We're  truck  people.      , 

We  sell,  rent,  leasli  <inu  service  trucks 
and  trailers.  And  we  sell  the  tires  and  parts 
that  go  with  them.  So  you  can  deliver 
the  goods.  In  fact,  we  provide  everything  from 
maintenance  to  management. 

We  do  all  that  so  you  won't  have  to. 
When  it  comes  to  trucking,  we  deliver. 

(615)  749-9000 


--r: 


# 
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.General  Transportation  Services  •  P.O.  Box  998  •  Nashville.  Tennes 


irucK  oaies  anu  oetvu^c  -  nanc.  y^^-^^-^      ■ 

Material  Handling  Equipment  •  Corporate  Services. 
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DOLLAR  RESULTS 


Latest 
12  Months 


21 -Year 
Average 
Annual 
Grovfth 
Rate 


Dividend 
Return 


Assets  Maximum     Annual 

in  Sales       Expenses 

Millions  Charge      Per  $100 


Stock 
Stock 
Stock 

Stock 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


-2.7% 
-11.9% 

—6.5% 


6.0% 
6.30/0 
3.2% 


3.1% 
2.7% 
4,2% 


NEW  FUNDS^ 

Founders  Income  Fund  (Started  2/67) —8.7% 

Founders  Special  — 18.1 
Franklin  Custodian  Funds-Dynatech 

Series  (Started  1/68)  36.1 

Franklin  Life  Equity  Fund  (Started  12/71)  —0.9 

Franklin  US  Government  (Started  5/70) -  2.6 

Freedom  Fund  (Started  5/68)  -93 

Fund  for  Mutual  Depositors  (Started  8/69)  -23.0 
Fund  for  U.S.  Gov.  Sec.  (Started  10/69)  -3.5 

Fund  of  The  Southwest  (Started  10/69)  —35  7 

Fundex  (Started  12/67) —33.9 

Fundpack  (Started  10/70) —23.5 

Gateway  Fund  (Started  10/69) —39.6 

Growth  Fund  of  America  (Started  12/58)  —43.1 

Hamilton  Growth  Fund  (Started  12/68)  —25.0 

Hamilton  Income  Fu 
John  Hancock  Growtl 
John  Hancock  Signat 
Hartwell  &  Campbell 

Hartwell  &  Campbell 

Leverage  Fund  (Started  9/68) —42.8 

Hawick  Fund  (Started  12/68) —37.2 

Hedge  Fund  of  America  (Started  2/68) —46.0 

Herold  Fund  (Started  3/68) —47.7 

Hyperion  Fund  (Started  12/70)  —33.4 

IDS  Growth  Fund  (Started  3/72)  —15.4 

IDS  New  Dimensions  Fund  (Started  8/68) —27.5 

IDS  Progressive  Fund  (Started  1/69) —22.8 

impact  Fund  (Started  8,^69) -26.1 

Income  Fund  of  America  (Started  2/71) — 5.8 

Investment  Guidance  Fund  (Started  6/68)  -32.4 

Investment  Indicators  Fund  (Started  7/67)  —59.8 

iSi  Growth  Fund  (Started  3/68)  —16.3 
iSI  income  Fund  (Started  9/68)  1.0 

JP  Growth  Fund  (Started  10/70)  —31.2 

Janus  Fund  (Started  2/70) —13.3 

Keystone  Apollo  (Started  12/69)  —47.0 

Knowledge  Communication  Fund  (Started  12/66)  — 31.5 
Legal  List  Investments  (Started  3/68)  -10.6 

The  Lenox  Fund  (Started  12/68) -35.5 

Lexington  Growth  Fund  (Started  7/69) — 41.7 

Lincoln  National  Funds 

Income  Fund  (Started  9/69)  —3.3 

Capital  Fund  (Started  9/69)  -42.9 

Lord  Abbett  Bond  Debenture  Fund  (Started  3/71)  -12.8 

Magnacap  Fund  (Started  1/70)  -41.8 

Mass  Capital  Development  Fund  (Started  10/70)  —26.5 

Mass  Financial  Development  Fund  (Started  10/71)  — 16.8 

Mass  Income  Development  Fund  (Started  10/70)  — 8.4 


5.50/0 

$    6.2 

8.500/0 

$0.71 

none 

24,9 

8.50 

1.4; 

1.0 

12,2 

8.75 

1.0- 

none 

4,3 

8.50 

1.3i. 

6.0 

10.8 

8.75 

0.9b 

5.2 

32.3 

8.75 

0.85 

1.5 

21.7 

none 

0.82 

6.8 

103.3 

1.50 

0.99 

08 

1.5 

7.50 

0.86 

none 

0.9 

t 

3.34 

none 

2.2 

1.50 

1.01 

0.2 

7.2 

7.50 

1.49 

1.6 

17.8 

8.50 

1.56 

0,6 

39.4 

8.50 

1.16 

Bond 
Stock 
Stock 
Bond 
Stock 


Stock 
Stock 
Stock 
Stock 
Stock 


i: 

Stock 
Stock 
Stock 
Stock 

Hamilton  Income  Fund  (Started  12/70) 

—2.5 
—14.8 

--6.5 
—37.8 

— 

4.6 

0,9 

3.5 

none 

27.2 

35.7 

9.1 

6.7 

8.50 
8.00 
8.00 
none 

1.03 

i 

John  Hancock  Growth  Fund  (Started  2/69) 

John  Hancock  Signature  Fund  (Started  2/69) 
Hartwell  &  Campbell  Fund  (Started  1/67) 

1.04 
1.05 
1.52 

Stock 

Stock 
Stock 
Stock 


none 
none 
none 
none 


7.2 
1.3 
9.4 
7.0 


none 
none 
t 
l.OOtt 


1.10 
3.13 
2.04 
2.97 


Stock 
Stock 
Stock 
Stock 
Stock 


none 

none 

0.3 

1.7 

none 


4.7 

10.3 

226.8 

209.7 

14.2 


none 
none 
8.00 
8.00 
8.50 


0.70 
0.62 
0.46 
0.42 
2.19 


Balanced 
Stock 
Stock 
Stock 
Stock 


67 
04 
none 
0.5 
7.0 


39.4 
2.3 
N.A. 
26.3 
11.4 


8.50 
none 
none 
8.50 
8.50 


1.03 
1.63 
N.A. 
0.98 
0.92 


Stock 
Stock 
Stock 
Stock 
Stock 


Stoc1( 
Stock 

Balanced 
Stock 


2,1 

none 

none 

1.7 

4,2 


0.4 

0.7 

8.7 

22 


7.0 
33.0 
15.1 

3.1 
50.4 


7.0 
12.9 

3.1 
6.6 


8.00 
8.50 
8.75 
8.50 
8.50 


8.50 
8.50 

8.50 
8.50 


0.94 
1.50 
0.83 
1.56 
1.22 


1.28 
1.01 

1.11 
0.93 


Bond 
Stock 
Stock 
Stock 
Balanced 


8.2 
none 
0.5 
2.5 
6.3 


95.5 
9.3 

13.2 
178.8 
241.1 


8.50 
8.50 
8.50 
8.50 
8.50 


0.82 
1.43 
1.13 
0.78 
0.71 


Stock 
Stock 
Stock 
Stock 
Stock 


Mates  Investment  Fund  (Started  7/67) — 51.9  —  none  1.7 

MONY  Fund  (Started  7/70) —22.9  —  none  12.9 

W.  L.  Morgan  Growth  Fund  (Started  12/68)  —16.8  —  12  102.5 

Mutual  Benefit  Growth  Fund  (Started  1/71)  —17.6  —  0.5  5.4 

Mutual  of  Omaha  Growth  Fund  (Started  5/68)  —26.7  —            1.2  23.1 

*  Funds  which  started  business  with  assets  of  at  least  $2  miMion  after  October  /,  1966  or  have  met  the  $2  million 

criteria  for  the  first  time.        t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter, 
tt  Entrance  fee.        N.A,— Not  available. 


none 
8.50 
8.50 
8.75 
8.00 


2.31 
1.00 
1.08 
1.53 
0.90 
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Type  of 
Fund 


iForbesmm/^ 
Fund  Ratings 
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DOLLAR  RESULTS 


Latest 
12  Months 


11 -Year 
Average 
Annual 
Growth 
Rate 


Dividend 
Return 


Assets  Maximum     Annual 

in  Sales       Expenses 

Millions  Charge      Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


-2.7% 
-11.9% 
-6.5% 


6.0% 
6.3% 
3.2% 


3.1% 
?.7% 
4.2% 


NEW  FUNDS'^ 


Balanced 
Stock 
Stock 
Stock 
Stock 


Mutual  of  Omaha  Income  Fund  (Started  5/69)  —12.6%  —  5.0%  $16.1  8.00%  $0.82 

Naess  &  Thomas  Special  Fund  (Started  1/68) —17.3  —  0.5  16.9  none  0.82 

NEL  Equity  Fund  (Started  12/68) —5.5  —  3.1  7.7  8.00  1.05 

NEL  Growth  Fund  (Started  12/68) —1.2  —  0.6  24.8  8.00  0.86 

Neuwirth  Century  Fund  (Started  4/69) — 41.4  —  none  5.4  8.50  1.13 

Neuwirth  Fund  (Started  2/67) —34.7  —  none  21.6  8.50  1.58 

New  England  Life  Side  Fund  (Started  6/70) —6.0  —  0.5  28.5  8.00  0.80 

New  Perspective  Fund  (Started  5/73) _  _  _  148.9  8.5O  N.A. 

New  York  Venture  Fund  (Started  2/69) —21.8  —  0.3  38.7  8.67  1.04 

Nicholas  Strong  Fund  (Started  7/69) — 45.9  —  none  47.3  none  0.85 

Oceanographic  Fund  (Started  5/68) —22.6  —  none  11.4  none  2.28 

Ocean  Technology  Fund  (Started  7/68) —49.9  —  none  1.0  8.50  1.50 

Omega  Fund  (Started  4/68) —23.8  —  0.3  30.3  t  106 

O'Neil  Fund  (Started  9/66) —24.6  —  none  9.2  none  0.95 

One  Hundred  Fund  (Started  11/66) —27.2  —  4.4  26.4  8.50  0.82 

One  Hundred  &  One  Fund  (Started  12/66) —10.3  —  5.9  2.7  8.50  1.50 

Oppenheimer  A.i.M.  Fund  (Started  12/69) —22.5  —  none  119.6  8.50  1.29 

Oppenheimer  Income  Fund  (Started  5/72) —6.7  —  5.0  9.4  8.50  0.26 

Oppenheimer  Time  Fund  (Started  10/71) —48.5  —  none  40.7  8.50  0.25 

Pace  Fund  (Started  7/69) —46.5  —  none  14.6  8.50  1.41 

Pacific  Mutual  Fund  (Started  9/71) —0.2  —  0.5  2.7  8.00  1.00 

Pennsylvania  Mutual  Fund  (Started  6/67) —53.6  —  none  3.4  none  2.52 

Phoenix  Capital  Fund  (Started  2/72) —19.8  —  none  2.9  8.50  1.40 

Phoenix  Fund  (Started  9/70) —9.4  —  5.1  6.7  8.50  1.19 

Pilot  Fund  (Started  9/67) —16.9  —  none  28.3  8.50  1.15 

Pioneer  II  (Started  9/69) —18.6  —  1.9  6.6  8.50  1.50 

Platl,  Tschudy,  Norton  Fund  (Started  8/71) —26.0  —  1.6  2.6  none  1.00 

Polaris  Fund  (Started  8/68) —45.1  —  none  44.7  X  0.75 

Rowe  Price  New  Era  Fund  (Started  5/69) —6.3  —  1.0  181.1  none  0.74 

Progress  Fund  (Started  8/69) —32.4  —  none  6.2  8.50  1.00 

Providor  Growth  Fund  (Started  2/70) —9.5  —  1.4  5.0  8.50  1.12 

Providor  Investors  Fund  (Started  1/69) —7.2  —  5.1  2.8  8.50  1.12 

PRO  Fund  (Started  9/67) —31.6  —  0.8  36.7  none  0.90 

Putnam  Convertible  Fund  (Started  6/72) —6.4  —  3.9  25.0  8.50  0.39 

Putnam  Equities  Fund  (Started  9/67) —29.9  —  0.6  54.0  8.50  0.86 

Putnam  Vista  Fund  (Started  6/68) —24.6  —  0.7  71.7  8.50  0.86 

Putnam  Voyager  Fund  (Started  4/69) —16.5  —  none  34.7  8.50  1.62 

Redmond  Growth  Fund  (Started  7/71) —33.9  —  none  4.7  none  1.70 

Research  Capital  (Started  5/69)« —39.1  —  none  7.5  8.75  1.51 

Paul  Revere  Courier  Fund  (Started  8/69) —25.3  —  0.7  3.6  8.50  1.00 

Rinfret  Fund  (Started  1/70) —10.0  —  none  N.A.  f  N.A. 

Rittenhouse  Fund  tt  —15.1  —  1.9  1.7  8.75  1.20 

Sagittarius  Fund  (Started  11/66) —43.6  —  none  0.4  none  8.40 

Schuster  Fund  (Started  9/67) —28.6  —  none  15.4  8.50  0.39 

Schuster  Spectrum  Fund  (Started  8/69) —25.8  —  none  1.3  8.50  1.59 

Scudder  Development  Fund  (Started  2/71) —33.9  —  none  28.0  none  1.37 

Seaboard  Leverage  Fund  (Started  6/69)tt —33.6  —  0.9  4.6  8.75  1.47 

Security  Ultra  Fund  (Started  9/69) —41.6  —  none  14.0  8.75  0.70 

Selected  Opportunity  Fund  (Started  8/70) —40.2  —  0.5  6.3  8.50  0.90 

Selected  Special  Shares  (Started  1/68) —27.4  —  2.0  57.1  8.50  0.81 

Sentinel  Growth  Fund  (Started  9/69) —7.0  —  0.2  10.5  8.00  0.93 

Sentinel  Income  Fund  (Started  9/69) —7.1  —  5.3  3.8  8.00  1.00 

Sentinel  Trustees  Fund  (Started  1/71) —6.7  —  0.2  6.1  8.00  0.80 

Sentry  Fund  (Started  5/70) —24.8  —  0.7  5.9  8.00  1.00 

Sequoia  Fund  (Started  7/70) —20.5  —  2.8  10.0  none  1.20 

*  Funds  which  started  business  with  assets  of  at  Jeast  $2  million  after  October  7,  1966  or  have  met  the  $2  million  criteria  for  the  first  time, 

t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over-the-counter.          ft  Not  ranked;  under  new  management. 

N.A. —Not  available.        t  Restricted  to  present  shareholders  only.        *  Formerly  Wincap.        tt  Formerly  Competitive  Associates. 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Stock 
Balanced 
Stock 
Stock 


Stock 
Stock 
Stock 
Balanced 
Stock 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Balanced 
Stock 
Stock 
Stock 
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Do  you  know 

where  your  ad  is 

tonight? 


Is  it  riding  a  subway  train,  plane,  bus  or  waiting  impatiently 

in  a  doctors  office?  Or  is  it  at  home,  where  there's  a  little 

more  time  for  reading,  a  lot  better  climate  for  selling? 

If  it's  in  a  copy  of  TV  Guide,  there's  a  96%  certainty  that  it's  in 

the  reader's  own  home— where  we  have  the  highest  concentration 

of  readers  of  any  major  magazine.  Which  makes  us  a 

natural  for  advertisers  who  give  extra  weight  to  in-home 

readership.  Performance  in  the  home.  It's  a  big  reason 

an  advertising  dollar  gets  a  better  reading  in  TV  Guide  than 

in  any  other  mass  magazine. 


Performance.  It's  a  terrific  environment  for  advertising. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 


Sources;  Simmons,  Starch. 
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DOLLAR  RESULTS 


tmm''i'^mmmm*''% 

H'Year 
Average 

Annual 

Assets 

Maximum     Annual 

Type  of 

Latest        Growth    DMdend 

in 

Sales       Expenses 

Fund 

12  Months       Rate        Return 

Millions 

Charge      Per  $100 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


-2.7% 

6.0% 

3.1% 

-11.9% 

6.30/0 

2.7% 

-6.50/0 

3.2% 

4.2% 

NEW  FUNDS- 


Stock 
Balanced 
Stock 
Stock 
Stock 


Shearson  Appreciation  Fund  (Started  3/70) — 31.6% 

Shearson  Income  Fund  (Started  9/71) — 8.1 

Shearson  Investors  Fund  (Started  3/71) — 20.9 

Sherman,  Dean  Fund  (Started  2/68) —33.8 

Side  Fund  (Started  7/68)  —31.6 

Sigma  Capital  Shares  (Started  10/67) —33.4 

Sigma  Venture  Shares  (Started  1/70) —36.5 

Smith,  Barney  Equity  Fund  (Started  8/68) —24.3 

Smith,  Barney  Income  & 

Growth  Fund  (Started  6/67)  —13.8 

SoGen  International  Fund  (Started  4/70)  —17.7 

Southwestern  Investors  Growth  Fund  (Started  5/68)  — 35.0 

Spectra  Fund  (Started  7/69) —48.6 

Standard  &  Poor's/lnterCapital 

Special  Fund  (Started  1/70) —42.1 

Standard  &  Poor's/lnterCapital 

Dynamics  Fund  (Started  5/69) —53.2 

State  Farm  Growth  Fund  (Started  3/68) —3.2 

State  Farm  Income  Fund  (Started  3/68)  — 4.7 

Stralem  Technology  Fund  (Started  1/70)  — 45.6 

Summit  Capital  Fund  (Started  10/69)  —38.4 

Supervised  Investors 

Growth  Fund  (Started  4/66) —23.9 

Summit  Fund  (Started  2/69) —34.4 

Syncro  Growth  Fund  (Started  2/68) —38.3 

Syncro  Income  Fund  (Started  10/69) —7.9 

Technivest  F'jnd  (Started  12/68)   —21.9 

TMR  Appreciation  Fund  (Started  7/69)   —46.2 

Tower  Capital  Fund  (Started  11/68) —20.1 

Transamerica  Capital  Fund  (Started  7/68) — 9.8 

Transamerica  Investors  Fund  (Started  4/69) — 5.8 

Travelers  Equities  Fund  (Started  5/68) *  — 16.4 

Trustees'  Equity  (Started  2/67) —19.8 

Tudor  Hedge  Fund  (Started  6/69) J  —33.1 

Twenty  Five  Fund  (Started  5/69)    ?  —30.6 

Unifund  (Started  4/65)   —30.1 

Union  Capital  Fund  (Started  12/69)   —38.9 

United  Bond  (Started  3/64) —3.3 

United  Cont'l  Growth  Fund  (Started  6/70) 1  —31.7 

United  Cont'l  Income  Fund  (Started  6/70) —13.1 

United  Vanguard  (Started  10/69)  —33.5 
Value  Line  Leveraged 

Growth  Investors  (Started  2/72)  —46.2 

Vance,  Sanders  Special  Fund  (Started  11/68)  —32.4 


0.6% 

$  15.9 

8.500/0 

$1.00 

6.8 

13.2 

8.50 

1.00 

3.6 

10.9 

8.50 

0.82 

none 

3.2 

none 

1.15 

0.2 

22.2 

8.75 

1.50 

0.5 

22.7 

8.50 

1.30 

none 

3.7 

8.50 

1.29 

0.9 

60.3 

none 

0.83 

4.6 

34 

none 

1.46 

1.2 

134 

4.50 

1.24 

0.8 

2.0 

7.50 

0.82 

none 

2.7 

8.75 

0.90 

Stock 
Stock 
Stock 
Stock 


Balanced 
Stock 
Stock 
Stock 


—  none 


N.A. 


none 


1.20 


Stock 

Stock 
Stock 
Stock 


none 
1.3 
4.3 

none 


36.7 

39.1 

6.1 

0.8 


none 
none 
none 
none 


2.10 
0.75 
0.75 
4.61 


Stock 

Stock 
Stock 
Stock 


0.5 

1.9 
1.5 
1.8 


0.5 

145.9 
39.5 
13.7 


8.75 

8.75 
8.75 
8.50 


1.77 

0.78 
0.49 
0.66 


Stock 
Stock 
Stock 
Stock 
Stock 


Stock 
Stock 
Stock 
Stock 
Stock 


4.2 

0.7 

none 

none 

1.2 


4.5 

04 

0.9 

none 

none 


2.7 
30.9 
10.3 

4.2 
63.1 


3.8 
21.1 
22.8 
10.8 

1.8 


8.50 

t 
8.50 

t 
8.00 


8.00 
8.75 
8.50 
none 
8.50 


0.82 
1.00 
1.77 
2.16 
0.89 


1.00 
0.97 
1.09 
1.54 
1.46 


Stock 
Stock 
Bond 
Stock 
Balanced 


0.5 
0.7 
7.5 
2.0 
54 


1.8 

20.1 

94.7 

67.2 

108.9 


8.50 
8.50 
8.75 
8.75 
8.75 


1.39 
0.61 
0.33 
1.05 
0.92 


Stock 
Stock 

Stock 


Stock 

Stock 

Balanced 

Stock 


Stock 
Stock 
Stock 
Stock 


1.5 

24 
0.8 


42.4 

3.3 
45.5 


Washington  National  Fund  (Started  8/69)                    —21.9              —            1.4  10.2 

Weingarten  Equity  Fund  (Started  3/67) —24.7              —          none  9.4 

Wellesley  Income  Fund  (Started  7/70) —1.5               —            6.9  135.3 

Westfield  Growth  Fund  (Started  8/69) —24.6              —           0.5  4.3 

Clarence  M.  Whipple  Fund  (Started  5/68)                    —18.5              —            5.3  1.1 

Willow  Fund  (Started  10/70)                                      —25.6              —            2.2  11.7 

Ziegler  Fund  (Started  9/70)                                          —22.0               —            1.3  5.6 

Ziegler  Select  Fund  (Started  9/70)                               —26.5              —           0.5  3.7 

*  Funds  which  started  business  with  assets  of  at  least  %2  million  after  October  7.  1966  or  have  met  the  $2  million 

criteria  for  the  first  time.        t  Fund  no  longer  selling  new  shares;  existing  shares  traded  over  the  counter. 
N.A.— Not  available. 


8.75 

4.38 
8.50 


8.75 

none 
8.50 
8.00 


1.50 
none 
8.50 
7.00 


1.02 

1.22 
0.85 


0.76 
1.80 
083 
0.92 


1.06 
0,87 
1.00 
1.00 
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One  of  IC  Industries'fastest-moving 
businesses  brings  tilings  to  a  halt. 


It's  the  disc  brake  business.  A  big 
growth  area  in  automotive  equipment. 
Now  installed  on  about  70%  of  new 
U.S.  cars,  compared  with  only  5%  five 
years  ago. 

IC  Industries'  Abex  Corporation,  a 
leading  disc  brake  pad  manufacturer, 
is  growing  with  that  market.  You'll  also 
find  Abex  friction  control  products 
bringing  locomotives,  freight  cars, 
trucks  and  planes  to  a  halt. 

Abex  is  the  world's  largest  indepen- 
dent producer  of  tire  molds,  including 


those  for  the  fast-moving  radial  tire 
market. 

Automotive  products  aren't  the  only 
things  on  the  move  at  IC  Industries. 

We're  into  total  real  estate  services. 
Lincoln  Financial  services.  And  rapidly 
growing  consumer  markets  with  Pepsi- 
Cola,  Dad's  Root  Beer,  Midas  Mufflers 
and  Midas  recreational  vehicles. 

1972  PERCENT  OF  PRE-TAX  EARNINGS  BY  MARKET  GROUP. 


COMMERCIAL 
PRODUCTS 

31% 

TRANS- 
PORTATION 

29% 

REAL 
ESTATE 

14% 

CONSUMER 

PRODUCTS 

211% 

FINANCIAL 
SERVICES 

6% 

71%  NON-RAIL 

29%  RAIL 

Today  about  71%  of  our  pre-tax  in- 
come comes  from  new  markets,  the 
other  29%  from  our  consistently  prof- 
itable transportation  group. 

Acquiring  growth  companies  helped 
IC  Industries'  sales  and  revenues  in- 
crease from  $300  million  in  1967  to  a 
current  annual  rate  of  over  $1  billion. 
And  helped  earnings  per  common 
share  grow  an  average  of  12%  a  year. 

It's  all  part  of  a  solid  growth  idea. 


K 

INDUSTRIES 


The  solid  growth  idea. 


Type  of 
Fund 


Where 
Traded 


iForbes  m^m^L 
Fund  Ratings 
1973 


standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


DOLLAR  RESULTS 


Latest       Dividend 
12  Months      Return 


6/30       Premium  Assets       Annual 

Stock  or  in         Expenses 

Price       Discount         Millions    Per  $100 


-1-1% 

-11.90/0 

-6.5% 


3.1% 
2.?% 
42% 


NEW  CLOSEDEHO  INVESTMENT  COMPANIES- 

stock  NYSE  Advance  Investors  Corp.  (Started  2/73)  — 

Bond  NYSE  American  General  Bond  Fund  (Started  10/70)  —2.7% 

Stock  NYSE  American  General  Convertible  Securities  (Started  6/72)  —14  4 

Stock  0-T-C  Baker  Fentress  &  Co.  (Started  3/64)  0  9 

Stock  ASE  Bancroft  Convertible  Fund  (Started  4/71)  —17  4 

Stock  ASE  Bayrock  Utility  Securities  (Started  8/72)  — 

Stock  0-T-C  Cambridge  Fund  (Started  1/69)  —289 

Stock  NYSE  Chase  Convertible  Fund  of  Boston  (Started  2/72) —18  8 

Stock  ASE  C.  I.  Convertible  Fund  (Started  11/71)  —14  8 

Stock  0-T-C  CNA  Lanwin  Investment  (Started  1/73)  — 

Bond  NYSE  Drexel  Bond-Debenture  Trading  Fund  (Started  9/71)  —29 

Stock  ASE  Drexel  Utility  Shares  (Started  4/72)  5  3 

Bond  0-T-C  Federated  Income  &  Private 

Placement  Fund  (Started  3/72) 

Stock  0-T  C  Fidelity  Convertible  &  Senior 

Securities  Fund  (Started  1/72) 

Bond  0-T-C  Fort  Dearborn  Income  Securities  (Started  12/72)  — 

Bond  NYSE  John  Hancock  Investors  (Started  1/71)  —16 

Bond  NYSE  John  Hancock  Income  Securities  (Started  2/73)  — 

Stock  ASE  Highland  Capital  Corp.  {Started  9/69)^  —40  9 

Bond  0-T-C          Independence  Square  Income  Securities  (Started  2/72)  W,- — 3  0 


—  11  y^  —10.4%  $  61.0  NA 

7.9%  26V4              7.6  170.0  $0.57 

62  I9J/2             2.6  576  1.02 

1.5  32Vz  —45.2  168.7  0.44 


6.4 

none 
68 


15  —194 

liya  —21.3 

2%  -48.8 

91/2  —105 


383 

18.0 

2.7 

58.3 


129 
NA 
379 
0.80 


7.0 

68 
50 


15'/2 
15'/2 

19% 
201/8 


-18.7 

64 

-11.4 

-114 


202 
408 
520 
128 


0.60 
0.94 
1.04 
1.00 


82 
52 


10% 

6 '/a 
17 


41.9 

148 
112.5 


115 

1.04 
NA 


7.6 

none 
7  7 


24%  0  7 

20%  06 

2  -^.5 

21  y*  —18 


1335 

175.8 

57 

36  9 


2  90 
NA 
229 
1  18 


Stock  0-T-C  Keystone  OTC  Fund  (Started  7/72)  — 

Bond  0-T-C  Lincoln  National  Direct  Placement  Fund  (Started  11/72)  — 

Stock  0-T-C  Magellan  Fund  (Started  5/63)  —41 2 

Bond  NYSE  MassMutual  Corporate  Investors  (Started  8/71)  —5.1 


none 
58 


6 

20% 

165/8 
18^8 


-24  8 

—93 

0.0 

-170 


112 

546 

67 

90  0 


NA 
1.17 
1.27 
1.22 


Bond  NYSE  MassMutual  Income  investors  (Started  1/73) 

Bond  NYSE  Montgomery  Street  Income  Securities  (Started  1/73) 

Bond  NYSE  Mutual  of  Omaha  interest  Shares  (Started  1/72) 

Stock  ASE  The  REIT  Income  Fund  (Started  6/72) 


Bond  0-T-C 

Bond  NYSE 

Balanced  0-T-C 

Bond  NYSE 


Bond 
Bond 
Stock 
Bond 


NYSE 
NYSE 
ASE 
NYSE 


-1,2 
-16 


7.1 
42 


Paul  Revere  investors  (Started  9/71)                                  —3.7  4.2 

St.  Paul  Securities  (Started  9/72) —  — 

Source  Capital  (Started  10/68)                       —23.5  2  8 

State  Mutual  Securities  (Started  2/  73)                                     —  — 

Transamerica  Income  Shares  (Started  11/72)                          —  — 

USUFE  Income  Fund  (Started  12/72)                                           —  — 

Value  Line  Development  Capital  (Started  2/68)                   —45  0  none 
Vestaur  Securities  (Started  12/72)                                             — 

*  Funds  which  started  business  with  assets  of  at  least  %2  million  after  October  /.   l^^bb  or  n.iu 

criteria  for  the  first  time          N  A  -Not  available          j^  Formerly  Price  Capital  Fund 


13% 

225/8 
16S/H 

8y8 


15 
13% 

7'/8 
13'/8 


14 
—18 
—78 
—32 

-1/6 
27 

-53  1 
19 


20% 
12 
3 


—79 
—13 

-509 

!   I 


1387 

184  3 

97  I 

353 


46  1 
1262 
183  2 
1055 


85  6 
54  1 
NA 
79.7 


NA. 
NA 
NA 
099 


1  13 

NA 
103 
NA 


NA 
NA 
162 
NA 
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\buVe  reasonable, 

open-minded, 
and  want 

the  impossible. 
We  think  alike. 


You  compete.  We  compete. 


nal  Bank  of  Chicago,  First  Chicago  Corporation  subsidiary,  has  installations  in  Am 
1,  Dusseldorf,  Frankfurt,  Geneva, -<3uatemala  City,  Hong  Kong,  Jakarta,  Kingston,  Loi 
a  City,  Pans,  Rome,  Sao  Paulo,  Singapore,  Stockholm,  Sydney,  Tokyo  and  Toronto 
g  Corporation.  First  Chicago  International,  Los  Angeles.  First  Chicago  Leasing  Corp 

New  York,  London  and  Toronto. 


Member  F.D.i.C. 


-120 


12/62 

6/30/62 

WHAT  THE  RATINGS  MEAN 

FORBES  rates  mutual  funds  on  the  basis  of  their  per- 
formance in  three  rising  markets  and  three  falling  mar- 
kets (see  chart).  We  rate  funds  against  each  other  rather 
than  on  an  absolute  scale.  In  up  markets,  the  top  12.5% 
get  an  A4-,  the  next  12.5%  get  an  A,  the  next  25%  get 
B.  the  next  25%  get  C,  the  lowest  25%  get  D.  There  is. 


12/72 
6/30/73 


however,  some  weighting  toward  performance  in  the 
most  recent  period.  Also,  a  fund  that  did  especially  badly 
in  a  down  market  may  rate  F— failing.  The  way  the  rat- 
ings work,  a  fund  gets  a  B  rating  in  down  markets  only  if 
its  average  performance  over  all  three  down  markets 
was  better  than  the  S&P  500. 


(Continued  from  page  69) 
ities,  were  off  less  as  a  group  than 
the  stock  funds.  As  a  matter  of  fact, 
several  were  up.  Over  the  decade, 
however,  most  of  the  closed-ends 
lagged  slightly  behind  the  stock  funds. 
In  addition,  an  investor  always  has 
to  face  the  added  uncertainty  of 
swings  in  the  market  price  of  closed- 
end  shares.  More  often  than  not,  they 
sell  at  a  discount  from  their  under- 
lying asset  value. 

And  some  open-end  stock  funds 
performed  admirably,  others  dismal- 
ly. It  is  the  differences  in  manage- 
ment ability  that  the  Forbes  mutual 
fund  ratings  were  designed  to  mea- 
sure. Not  just  one  year's  difference, 
but  the  differences  that  become  ap- 
parent over  a  succession  of  markets, 
both  up  and  down.  It  is  not  enough 
to  score  well  on  the  dollar  results.  If 


that  were  the  case,  then  Enterprise 
Fund  would  near  the  top  of  the  heap 
with  a  13%  annual  rate  of  gain  over 
11  years.  But  all  that  was  achieved 
in  one  or  two  spectacular  periods. 
Look  at  Forbes'  Performance  Rat- 
ings. Not  only  was  that  once-glamor- 
ous fund  off  25%  last  year,  but  Enter- 
prise's ability  to  do  well  in  certain 
bull  markets  was  more  than  offset  by 
its  dismal  showing  in  bear  markets, 
as  its  B/  F  rating  clearly  indicates. 

Compare  that  with  the  steady,  bril- 
liant investment  job  that  Chemical 
Fund  has  achieved  over  the  long  haul, 
not  only  this  past  year  but  in  all 
kinds  of  market  periods.  Its  annual 
capital  return— 12.7%— is  only  a  trifle 
under  Enterprise's.  No  other  general 
purpose  stock  fund  was  able  to  match 
Chemical  Fund's  A/ A  performance 
rating.  What  this  means  is  that  in  all 


three  up  and  down  markets.  Chemi- 
cal's management  has  been  able  to 
outperform  the  stock  averages.  Most 
funds  that  do  well  in  up  markets  fare 
poorly  in  bear  markets;  or  they  do 
just  the  reverse. 

A  prime  example  of  imbalance  is 
Keystone  Custodian's  S-4  fund  (low- 
priced  common).  S-4  scored  A+  in  up 
markets,  F  in  down  markets.  S-4 
bombed  out  again  with  a  46%  decline 
in  the  most  recent  down  period. 

This  year  Forbes  has  added  an 
other  group  of  funds  that  have  recenl- 
ly  been  fonned:  closed-end  yield 
funds.  Typically  either  bond  funds  or 
income  funds,  they  have  Ixhmi  formed 
to  take  advantage  of  recent  soaring 
interest  rates.  Whether  the.se  new 
funds  are  fads  or  a  permanent,  grow- 
ing part  of  tlie  fund  business  remains 
to  be  seen.  ■ 
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Megheny  Ludtum 
bubistries:  a  group  of 

our  complies  is 

ptiKsM  in  to  your 
elecmGl  needs. 


■'■-si 


Silicon  electrical  steels  and  electrical  alloys 
from  our  Allegheny  Ludlum  Steel  help  to  generate 
and  distribute  power  to  your  home.  Our  Wallingford 
Steel's  tough  cablewrap  carries  that  power  under- 
ground .  .  .  and  our  Jacobsen's  Pipe  Piper  buries 
the  cable  without  scarring  your  landscape.  Mean- 
while, Carmet's  carbide  bits  on  mining  equipment 
help  provide  vital  coal  for  power  generation.  Special 
magnetic  materials  from  our  Arnold  Engineering  go 
into  your  TV  set.  And  your  coffee  pot  perks  with  the  aid 
of  powder  metal  components  from  our  IPM  Corporation 

But  we're  in  more  than  the  electrical  field.  In  other 
growth  markets,  too,  the  switch  is  on  to  our  products. 

Allegheny  Ludlum  Industries,  Inc.,  Oliver  Bldg., 
Pittsburgh,  Pa.  15222.  Our 
other  key  industries:  True 
Temper,  Special  Metals. 


Ferfomiance. 

We'll  back  you  up  with  ours ...  so  you  can  deliver  yours. 


You  mutual  fund  man- 
agers should  have  to  concem 
yourselves  only  with  investment 
performance.  So  let  us  take  away 
any  worries  about  operational 
performance. 

Here  at  The  First  we're  in 
an  enviable  position  to  do  just 
that.  After  all,  Boston  is  where 
the  whole  idea  of  mutual  funds 
began.  We're  old  hands  at  pro- 
viding services  —  over  40  years' 
worth  of  proven  experience. 
And  we've  grown  to  become 
the  third  largest  mutual  fund 
custodian  bank  in  the  nation — 
with  assets  of  some  $4.5  billion 
entrusted  to  our  care. 

We  can  provide: 
1)  regular  share-holder  servicing 
with  timely  mailing  of  confirm- 
ations . . .  and  prompt,  courteous 
response  to  shareholder  inquiries. 


2)  retirement  plan  servicing 
with  separate  processing 

for  Keogh  Plans  and  Corporate 
Retirement  Plans. 

3)  portfolio  custody 
featuring  a  dedicated  securities 
clearance  facility  in  New  York 
(resulting  in  fewer  DK's  and 
faster  income  collection),  a  spe- 
cialized custody  system  and  full 
bookkeeping  capabilities. 

So  let  New  England's  old- 
est, largest  bank  help  keep  you, 
your  shareholders  and  dealers 
happy  when  it  comes  to  smooth- 
running  operations. 
Ask  Bill  Lynch  for  the  rest  of 

the  story. 
You  can  call 
him  at  (617) 
434-6609. 


The  First 

IHE  FIRST  NATIONAL 
BANK  OF  BOSTON 


The  Forbes  Index 

preliminary 
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Composed  of  the  following: 
Production 

•  How  mucti  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 


of 


How  much  are  people  spending?  (Dept 
Commerce  retail  store  sales) 
To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 
How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  O.  Hooper 


Fresh  Opportunities 


Since  January  the  stock  market 
has  been  afflicted  with  negative  upon 
negative.  Everything  bearish  has  been 
stressed,  all  that  is  bullish  belittled. 
Pessimism  has  been  a  habit,  and 
optimism  has  been  uncouth. 

All  this  has  begun  to  change.  After 
more  than  six  months,  investors  are 
tired  of  the  same  old  thing  and  have 
begun  to  dfemand  something  new  and 
fresh.  The  ^remaining  months  of  1973 
are  almost  sure  to  be  better  than  the 
first  half.  Indeed,  I  would  not  be  sur- 
prised to  see  the  Dow  Jones  industrials 
well  above  1000,  and  possibly  as  high 
as  1050  sometime  before  Christmas. 

Right  now  we  are  having  a  most 
abnormal  money  market.  It  will  not 
last.  Yields  will  go  down.  AAA-rated 
corporation  bonds  currently  are  being 
offered  to  yield  as  much  as  8)4%,  even 
when  noncallable  for  five  years.  Rec- 
ognizing that  yields   may   go  even   a 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


little  higher  before  they  begin  to  de- 
cline, it  seems  to  me  that  good  indus- 
trial, electric  utility  and  telephone 
bonds  at  this  time  are  a  steal.  Not  only 
can  you  get  an  income  of  better  than 
8%,  but  sometime  in  the  next  six  to 
18  months  bond  prices  could  easily 
be  10%  higher.  An  8%  income  re- 
turn plus  a  10%  appreciation  is  an 
18%  realization  available  in  what 
amounts  to  a  riskless  security. 

Do  you  think  you  are  likely  to  do 
much  better  than  this  in  a  diversified 
portfolio  of  common  stocks  currently 
yielding  less  than  5%?  Or  in  those  30 
or  40  high  P/E  institutional  favorites, 
which  at  current  prices  offer  a  divi- 
dend return  of  only  1%  to  2%? 

This  is  a  time  to  buy  good  bonds, 
especially  those  fully  taxable  new  is- 
sues rated  A,  AA  and  AAA.  Your  bro- 
ker probably  will  sell  them  to  you 
without  commission.  If  you  are  in 
high  tax  brackets,  with  a  taxable  in- 
come of  $35,000  a  year  or  more,  you 


may  do  even  better  by  buying  a  tax- 
free  bond  yielding  6%.  To  assure  mar- 
ketability ( if  you  should  elect  to  sell ) , 
you  had  better  not  buy  less  than 
$10,000  units  of  teixable  bonds  or  less 
than  $25,000  units  of  tax  exempts. 

If  you  are  prejudiced  against 
bonds,  as  so  many  habitual  common 
stock  investors  are,  I  continue  to  rec- 
ommend the  international  oils,  for  in- 
vestment, preferring  them  to  other 
quality  stocks.  These  are  the  energy 
stocks  par  excellence,  and  the  energy 
crisis  will  be  with  us  for  a  long  time. 
We  must  import  oil  because  we  do 
not  have  enough  of  it.  The  interna- 
tionals will  import  it  (regardless  of 
price),  and  they  are  the  ones  who  will 
refine  and  distribute  it.  Of  these,  I 
suspect  that  Gulf  Oil  (23),  in  spite  of 
its  relative  unpopularity,  is  the  cheap- 
est. All,  however,  are  cheap  enough. 

Another  way  ^o  implement  the 
energy  crisis  is  to  buy  the  shares  of 
companies  which  build  refineries  or 
produce  oil  production  machinery  and 
aids,  such  as  Halliburton  (hardly 
cheap  at  162),  Hughes  Tool  (62), 
Pullman  (70)  and  R.M.  Parsons  (30). 

I've  been  doing  a  little  old-fash- 
ioned analytical  work  on  a  few  other 
companies.  For  instance,  I  find  that 
O'Okiep  Copper  (75  on  the  Ameri- 
can Stock  Exchange )  is  producing  cop- 
per in  Africa  at  the  rate  of  about  80 
pounds  per  share  of  stock  and  selling 
the  red  metal  on  the  London  Metal 
Exchange  or  at  LME  prices.  In  mid- 
July  the  LME  price  of  copper  was  97 
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Fund  Guide 

covering  over  ^^^ 


...used  by  investors,  brokers,  money 
managers,  and  insurance  agents  in  all 
50  states  and  in  37  foreign  countries  and 
now  available  to  you  in  this  special  offer. 

FUND  PERFORMANCE  DATA 

Each  fund's  record  over  the  past  ten 
years  (or  life  of  the  fund  if  shorter)  is 
broken  down  year-by-year  to  show 
annual  fluctuations  in  asset  value,  in 
dividend  payments  and  in  capital  gain 
distributions.  For  each  fund  results  are 
shown  three  ways:  1)  assuming  all  dis- 
tributions taken  in  cash;  2)  assuming 
dividends  taken  in  cash,  capital  gains 
reinvested;  3)  assuming  all  distributions 
reinvested,  compounded. 

10-YEAR  RESULTS 

The  Guide  reveals  that  an  assumed 
$10,000  investment  in  the  period 
1/1/63-12/31/72  (with  all  distributions 
reinvested)  grew  to  an  average  value  of 
$22,475  for  all  mutual  funds.  However, 
individual  funds  showed  vast  differences: 
the  top  fund  grew  in  value  to  $67,327  — 
the  bottom  fund  declined  in  value  to 
$9,321.  FundScope  ranks  ALL  FUNDS  in 
order  of  performance. 

FUNDS  are  rated  for  performance  in 
both  rising  and  declining  markets,  and 
for  yield/income.  Of  457  mutual  funds, 
o|ily  4  are  rated  above-average  for 
Growth -Income- Stability  combined. 
FundScope  names  the  4  funds. 

VITAL  FACTS  ON  EACH  FUND 

INCLUDES:  Year-end  data  on  Total 
Assets,  Under  Present  Management 
Since,  P/E  Ratios,  Funds  that  sell  short, 
Hedge.  Buy  Puts  &  Calls,  Use  Leverage, 
Invest  in  Restricted  Securities,  Portfolio 
Turnover  Rates,  Group  Volatility,  Sales 
Commission  Breakdown,  Keogh  Plan, 
Portfolio  Distribution,  Management  Fee, 
etc.,  for  each  fund  &  much  more  plus: 

VALUABLE  GENERAL  DATA 

INCLUDES:  MUTUAL  FUND  DIREC- 
TORY; Fund  NAME  CHANGES,  and  fund 
names,  addresses,  and  telephone  num- 
bers; address  and  telephone  number  of 
Transfer  Agent  and  name  of  Custodian; 


name,  address,  and  telephone  number  of 
insurance  affiliate,  if  any;  DOW-JONES 
INDUSTRIAL  AVERAGE— the  High-Low- 
Close  and  dividend  for  each  year  back  to 
1929;  TOTAL  NET  ASSETS-Funds 
Ranked  by  Size;  Glossary  of  mutual  fund 
terms;  Each  fund's  ten  largest  Portfolio 
Positions;  and  many  more  pages  of 
information. 

A  THINKING  MAN'S  GUIDE 
TO  MUTUAL  FUNDS 

Performance  results  alone  may  be  very 
deceptive.  With  hundreds  of  mutual  funds 
to  choose  from,  you  can  make  an  intelli- 
gent selection  only  if  you  dig  behind  the 
record.  For  example,  what  changes  have 
occurred  in  management,  investment 
objective  and  investment  policy?  Fund- 
Scope  gives  you  this  vital  information, 
saving  you  tedious  hours  of  research. 

P— — -— — 1 

SPECIAL  TRIAL  OFFER 

(new  trial  subscribers  only) 

Send  just  $22  for  a  3-month  trial  subscrip- 
tion to  FundScope.  You'll  receive: 

1)  The  1973  Mutual  Fund  Guide.  The  new 

mutual  fund  bible.  (THIS  BOOK  ALONE 
SELLS  FOR  $20.)  And- 

2)  FundScope's  August,  September  and 
October  Issues. 

During  the  past  year,  each  monthly  issue 
averaged  212  pages  per  Issue!  No  other 
publication  has  FundScope's  monthly  In- 
depth  review  of  selected  mutual  funds, 
facts  and  statistics,  featured  articles— infor- 
mation you  need  to  make  your  own  buy/ 
hold/sell  decisions. 

3)  PLUS  3  big  bonus  reports:  The  64-page 
survey  "Are  No-Load  Funds  A  Bargain?"; 
the  56-page  review  "Which  Funds  Were 
Top  Performers?";  and  the  45-page  analy- 
sis "Which  Funds  Performed  Well  In  Up 
And  Down  Markets?"  ALL  3  REPORTS  ARE 
YOURS  WITH  THIS  SPECIAL  TRIAL  SUB- 
SCRIPTION OFFER. 

ACT  NOW:  MAIL  YOUR  $22.00  TODAY,  or 
if  you  prefer"  the  above  offer  with  a  full 
money-saving  14-month  subscription,  send 
$60.00  (10-day  returnable  guarantee). 

Include  ZIP. 


NOTE:  FundScope  does  not  sell  mutual  funds  or  have  any  connection 
whatsoever  with  any  fund  or  related  company.  No  salesman  will  calL 

Not  available  in  bookstores  or  on  newsstands. 
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Dept.  F-55,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  California  90067 
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cents  a  pound  as  against  around  60 
cents  or  even  less  a  year  ago.  Without 
doing  any  fancy  figuring  one  can  see 
O'Okiep's  earnings  at  the  rate  of  $15 
a  share  or  even  better  compared  with 
$5.47  for  last  year.  The  dividend  in 
1973-74  easily  could  be  better  than 
$10  a  share.  It  will  be  remembered 
that  O'Okiep  paid  as  much  as  $19.50 
a  share  when  copper  prices  were  high 
in  1965  and  1966,  and  not  less  than 
r  $13.91  a  share  in  any  of  the  years 
1965-70  inclusive.  This  stock  has  a 
thin  50-share  unit  of  trading,  and 
American  Metal  Chmax  and  New- 
mont  together  own  about  75%  of  the 
1,021,056  shares  outstanding.  O'Okiep 
sold  up  to  170  in  1966  when  copper 
was  high  and  back  to  48  in  1971 
when  copper  prices  were  low.  This  is 
what  happens  when  you  have  high 
leverage  (80  pounds  per  share  of  pro- 
duction plus  a  thin  market) . 

Going  Great 

To  follow  up  on  Pullman  Inc.,  here 
is  a  stock  which  has  paid  dividends 
in  every  year  since  1867.  There  are 
4.8  million  shares  outstanding,  pre- 
ceded by  about  $92  million  of  debt. 
This  is  a  small  capitalization,  as  things 
go  today,  for  a  company  which  will 
have  sales  of  over  $1  billion  this  year 
and  should  earn  a  minimum  of  $5  a 
share  and  more  in  1974.  In  addition 
to  being  by  far  the  largest  maker  of 
railroad  cars  (in  big  demand  right 
now),  Pullman  makes  the  Trailmobile 
trailers.  Through  Kellog  it  is  an  im- 
portant factor  in  petrochemical  plant 
and  oil  refinery  building  and  is  al- 
ready doing  substantial  business  both 
in  Russia  and  China  in  plant  construc- 
tion. Today  that  old  company  is  prov- 
ing to  be  far  from  senile  and  has  al- 
most everything  going  for  it. 

I'm  hesitant  to  say  that  the  manag- 
ers of  the  big  pension  funds  are  be- 
ginning to  be  sensible  enough  to  di- 
versify their  dangerous  concentration 
in  the  30  or  40  high  P/E  sui-viving 
growth  stocks— which  they  like  to  re- 
fer to  as  "core"  issues.  But  there  are 
beginning  to  be  signs  that  they  are 
thinking  about  it,  and  there  are  abun- 
dant indications  that  there  is  added' 
criticism  of  their  policies,  in  spite  of 
past  favorable  performance.  I  will, 
however,  venture  the  opinion  that 
these  extravagantly  valued  institu- 
tional favorites  will  not  rally  as  fast 
as  the  good  quality  conventional 
stocks  in  the  second  half  of  1973. 
Now  and  then,  too,  I  expect  some  of 
these  stocks  to  decline  rather  sharply. 
They  won't  all  stay  up  when,  and  if, 
someone  decides  to  sell  a  big  bl(x:k 
of  one,  unless  some  other  fund  is  on 
hand  to  buy.  These  fellows  can't  in-  j 
definitely  continue  to  take  in  one  an-  ^ 
other's  washing.       ■ 
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Stock 
Analysis 

By  Heinz  H.  Biel 

Unhappy  Anniversary 


It  was  exactly  two  years  ago,  on 
Aug.  15,  1971,  that  President  Nixon 
unveiled  his  economic  program  to  a 
Sunday  night  television  audience.  It 
was  a  far-reaching  approach,  de- 
signed to  stop  inflation,  safeguard  the 
value  of  the  dollar,  and  at  the  same 
time  stimulate  the  economy,  which 
was  a  bit  slow  in  recovering  from  the 
1970  recession.  The  Administration 
terminated  the  convertibility  of  the 
dollar  into  gold;  it  slammed  an  extra 
import  duty  on  foreign  imports;  it 
froze  prices  and  wages  for  90  days; 
put  a  ceiling  on  dividends;  and  it 
gave  a  hypo  to  the  economy  by  re- 
moving the  excise  tax  on  autos,  etc. 

In  retrospect  we  know— but  it  was 
predictable  and  predicted  at  the  time 
—that  this  program,  if  one  may  call 
the  haphazardly  concocted  melange 
a  program,  would  end  in  dismal  fail- 
ure. The  dollar  has  suffered  a  fright- 
ful shrinkage  in  terms  not  only  of  for- 
eign currencies  but  also  in  domestic 
buying  power.  Despite  good  harvests, 
prices  of  agricultural  products  have 
soared  and  this  nation  of  plenty  now 
faces  food  shortages  and  black  mar- 
kets. Bureaucrats  are  still  trying  to 
"control"  wages  and  prices,  an  efi^ort 
that,  every  first-term  student  of  eco- 
nomics knows,  has  invariably  failed. 

But  we  do  have  a  boom.  In  fact,  too 
much  of  a  boom.  The  hypo,  intended 
to  create  the  proper  economic  cli- 
mate for  the  1972  election  year,  has 
never  been  withdrawn.  The  excise 
tax  on  automobiles  was  never  reim- 
posed,  and  we  continue  to  give  tax 
incentives  on  capital  expenditures  as 
if  stimulation  were  still  needed.  This 
boom  is  becoming  a  matter  of  grow- 
ing concern.^  Not  only  is  it  responsible 
for  the  steadily  increasing  rate  of  (de- 
mand-push) inflation,  but  it  has  also 
driven  up  interest  rates  to  an  unde- 
sirably high  level. 

Nowadays,  everyone  in  Washington 
claims  to  favor  the  free  enterprise  sys- 
tem and  professes  philosophical  ob- 
jections to  wage  and  price  controls. 
Yet  no  one  in  authority  has  the  guts  to 
propose  an  end  to  these  fruitless  and 
harmful   regulations    and   restrictions. 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


It  is  discouraging  to  see  that  two 
years  of  failure  are  not  long  enough 
to  teach  a  lesson  they  should  have 
learned  before  they  assumed  govern- 
mental responsibilities. 

Although  corporate  profits  have 
been  steeply  rising  to  record  levels, 
investors  have  little  cause  for  cheer- 
ing. Standard  &  Poor's  railroad  and 
utility  stock  averages  are  now  lower 
than  they  were  two  years  ago,  and, 
while  the  industrial  stock  average  is 
higher  (thanks  primarily  to  the 
weight  of  the  bank-favored  blue 
chips),  such  key  stocks  as  GM  are 
selling  well  below  their  1971  lows. 

Investors  begin  to  wonder,  and  not 
without  justification,  what  will  hap- 
pen to  stock  prices  if  and  when  the 
boom  collapses,  or  at  least  recedes. 
The  high-multiple  stocks  are  highly 
sensitive  to  just  a  slowdown  in  their 
growth  rate;  an  actual  decline  in  earn- 
ings would  be  a  calamity.  As  far  as 
the  more  mundane  stocks  are  con- 
cerned, how  will  they  behave  in  a 
recessionary  period  if  they  can't  go  up 
in  a  boom? 

The  disenchantment  with  stock  in- 
vestments feeds  on  itself.  Nothing  has 
^changed,  of  course,  in  the  desire  to 
make  money  in  the  stock  market,  but 
there  is  a  great  difference  between 
desiring  it  and  accomplishing  it.  Just 
look  at  the  trouble  the  mutual  funds 
are  having  in  this  market,  and  they 
are  supposed  to  be  managed  by  pro- 
fessionals who  are  not  swayed  by  emo- 
tions or  by  tax  considerations. 

The  stock  market  has  had  numer- 
ous rallies  this  year,  but  all  of  them 
fizzled  after  a  short  while.  It  appears 
that  all  too  many  investors  still  have 
an  overriding  urge  to  get  out  of 
stocks,  and  they  sell  on  strength.  Even 
superb  earnings  and,  more  recently, 
some  fair-sized  dividend  hikes  do  not 
exert  sufficient  pull  to  get  the  individ- 
ual to  put  his  money  into  stocks. 

And  why  should  he?  Rates  on 
short-term  money  are  fantastic:  10% 
plus  on  bank  certificates  of  deposit 
(for  amounts  of  $100,000  or  more); 
over  8%  on  Treasury  bills  and  U.S. 
Government  bonds  and  notes;  7%  on 
11 -month  New  York  City  notes  which 
are  exempt  from  federal,  N.Y.   State 


and  N.Y.  City  income  taxes.  For  long- 
er-term funds,  investors  can  get  SM'i 
on  AA-rated  utility  bonds  and  as 
much  as  8%  on  savings  bank  depos- 
its. And  there  is  a  vast  selection  of 
tax-exempt  bonds  with  luscious  yields. 
If,  over  an  extended  period  of  time, 
the  gross  yield  (dividends  plus  ap- 
preciation) on  the  average  common 
stock  is  no  more  than  9%,  as  was  the 
conclusion  of  a  very  thorough  re- 
search study  some  time  ago,  the  in- 
centive to  take  investment  risks  in  the 
stock  market  is  very  small  indeed. 
Such  considerations  may  also  influ- 
ence the  actions  of  pension  fund  man- 
agers who  may  feel  quite  satisfied 
with  an  assured  return  of  over  8%. 

No  Hope  for  Sfocks? 

Of  course,  there  is  hope  for  stocks. 
The  fact  that  over  several  decades 
the  average  annual  gain  was  only  9f 
does  not  mean  at  all  that  we  will 
not  again  enjoy  extended  periods 
when  stocks  will  do  much,  much  bet- 
ter than  that.  The  difiiculty  is  in  the 
timing.  There  is  an  understandable 
inclination  to  become  so  frustrated 
after  months  of  steadily  eroding  stock 
prices  that  it  becomes  hard  to  imagine 
that  things  can  get  better,  too. 

Security  analysts  are  virtually  unan- 
imous in  their  opinion  that  most  stocks 
are  selling  at  very  reasonable  prices. 
In  a  highly  inflationary  environment, 
the  stock  market,  except  for  the  super- 
blue  chips,  is  the  only  deflated  seg- 
ment of  our  economy.  In  a  great  many 
instances  stocks  of  healthy  and  prof- 
itable companies  are  now  selling  not 
only  at  very  modest  multiples,  but 
also  far  below  book  values.  It  is  in- 
conceivable that  facilities  could  be  re- 
placed at  any  price  close  to  their 
present  caiTying  value.  In  the  long 
run,  these  values  are  bound  to  be  re- 
flected more  adequately  in  the  price 
of  the  stock,  provided,  of  course,  that 
a  company  is  earning  a  satisfactor> 
return  on  its  equity, 

A  good  example  is  Esmark  Inc., 
formerly  known  as  Swift  &  Co.  This 
may  not  be  the  type  of  stock  to  turn 
you  on,  as  the  kids  say,  but  it  seems 
almost  ridiculous  that  this  stock 
should  now  be  selling  even  below  its 
1970  bear  market  low  of  22.  The  DJI, 
of  which  Esmark  is  a  component,  was 
then  275  points  lower.  In  1970  Swift 
had  earnings  of  $2.16  a  share.  This 
year's  net  is  likely  to  exceed  $3.25,  a 
new  record.  The  book  value  is  over 
$32  a  share.  Such  cases  are  a  dime  a 
dozen.  They  may  not  be  sparklers, 
like  a  Levitz  or  a  Winnebago,  which 
at  times  provide  stock  market  fire- 
works, but  they  do  represent  solid  val- 
ue and,  I  believe,  have  a  substan- 
tial appreciation  potential  in  a  friend- 
lier market  atmosphere.   ■ 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  Ilia 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

Name 


Address. 
Ciry 


.State. 


Zip  Code. 


NICHOIAS 
STBPNG 
FUND,  INC 

a  no-load  mutual  fund 


no  sales  charge 


Objective:  possible  capital  appreciation 

For  free  prospectus  mail  this  coupon  to: 


NICHOLAS 
STRONG 
FUND,  INC. 

312  East 

Wisconsin  Avenue 
Milwaukee, 
Wisconsin  63202 


Name 


Address 


City 


State 


Zip 


F8-15-73 


^  NEW  RECORDS  ^ 

in  revenues  and  profits  for  the  sixth  con- 
secutive year!  Write  for  new  fiscal  1973 
annual  report  and  informational  booklet. 
International  Funeral  Services  Inc. 

2501  Grand  Ave.  (P.O.  Box  622) 
Des  Moines,  Iowa  50312 


^  Technician's 
U  Perspective 

f  ByJohnW.Schu/z 


Preview  For 
A  Bull  Market? 


Give  this  year's  stock  market  a  gold 
star  for  at  least  one  thing:  It  man- 
aged to  start  a  "summer  rally"  in  the 
second  week  of  July,  even  though 
short-term  interest  rates  were  sky- 
rocketing to  grotesque  heights.  The 
rally  carried  all  major  price  and 
"breadth"  indices  to  levels  above  their 
respective  downtrend  lines  (plotted 
from  last  January's  highs ) ,  which  sug- 
gests to  the  technician  that  the  gen- 
eral downtrend  of  the  preceding  six 
months  was  reversed. 

The  new  uptrend  can  draw  on  a 
substantial  buildup  of  technical 
strength  during  spring  and  so  could 
"normally"  be  expected  to  recover  up 
to  about  half  of  the  January-June 
loss  in  the  major  averages.  For  the 
Dow,  this  would  imply  scope  for  an 
advance  to  about  960-970,  a  possible 
gain  of  up  to  12%  from  the  low  at 
864.  More  meaningful  for  most  in- 
vestors, it  could  produce  a  lift  of  as 
much  as  20%  in  the  unweighted  Value 
Line  1,300-stock  composite. 

But  these  are  not  normal  times,  and 
it  wouldn't  surprise  me  if  many  in- 
vestors decided  to  do  some  substantial 
selling  this  summer  as  a  hedge  against 
the  risk  of  a  decline  to  new  average 
lows  later  this  year.  I  suspect,  too, 
that  few  analysts  would  be  willing  to 
dismiss  this  risk  out  of  hand.  The 
fact  is  that  last  spring's  buildup  of 
technical  strength— mainly  an  accu- 
mulation of  latent  buying  power  on 
the  market's  sidelines— has  been  very 
impressive  but  not  quite  as  broad  as 
similar  buildups  at  earlier  major-trend 
lows.  In  other  words,  the  technical 
evidence  falls  short  of  supporting  a 
firm  conviction  that  this  summer  rally 
started  a  new  major  uptrend. 

Seffi'ng  fhe  Sfage 

Under  these  circumstances,  and 
given  the  obvious  uncertainties  aris- 
ing from  inflation,  fiscal  and  monetary 
restraints,  price  controls  and  their 
bearing  on  profits,  it's  pardonable  to 
argue  that  the  stock  market  remains 
vulnerable  to  another  significant 
downswing  once  the  summer  rally  is 
over.  Many,  indeed,  seem  convinced 

Mr.  Schuiz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.,  Inc. 


that  such  a  decline  is  inevitable;  they 
believe  considerable  price  weakness  is 
still  in  store  for  major  high-multiple, 
institutionally  favored  growth  stocks, 
and  that  when  these  stocks  tumble 
the  rest  of  the  market  will  follow.  But 
they  also  believe  this  would  be  the 
"final  phase"  of  a  bear  market  and 
that  the  stage  would  then— and  only 
then— be  set  for  a  new  general  bull 
market,  as  it  was  in  1966  and  1970. 

In  light  of  these  two  precedents, 
the  argument  is  quite  persuasive, 
more  so  because  prime  growth  stock 
price/ earnings  ratios  this  year  rose  to 
almost  unbelievable  heights.  Accord- 
ing to  one  recent  study,  the  spread 
between  the  average  multiple  of  a 
major  growth  stock  average  and  the 
multiple  for  Standard  &  Poor's  indus- 
trials lately  was  almost  twice  the 
spread  of  ten  years  ago.  The  study 
suggests  that  not  a  few  of  these  "sa- 
cred cow"  stocks  are  selling  at  valua- 
tions which  either  imply  improbably 
higher  earnings  growth  rates  or  pro- 
ject maintained  growth  rates  over  an 
unreasonably  long  period  ahead.  Such 
stocks  could  be  vulnerable  to  sharp 
price  corrections  and/ or  could  under- 
perform  the  market  at  large  for 
months  or  even  a  couple  of  years.  On 
the  charts,  moreover,  many  of  these 
stocks  have  looked  very  "toppy"  of 
late,  which  leads  technicians  to  think 
their  prices  are  headed  lower. 

On  the  other  hand,  I  can  see  some 
reasons  why,  this  time  around,  price 
weakness  among  major  glamour  stocks 
need  not  inevitably  knock  the  rest  of 
the  stock  market  into  another  deep 
drop.  True,  some  of  the  major  price 
indices,  like  the  S&P  industrials  and 
perhaps  even  the  Dow,  might  be 
forced  to  new  lows.  After  all,  more 
than  half  of  the  S&P  425  industrials' 
total  market  value  is  accounted  for 
by  only  about  30  of  the  largest  cor- 
porations, including  most  of  the  ma- 
jor high-multiple  stocks.  But  while 
these  upper-tier  stocks  are,  on  avtM- 
age,  selling  at  or  near  their  highest 
multiples  ever,  it's  also  true  that  the 
average  multiple  on  the  majority  bol 
tom  tier  of  the  stock  market  has  fallen 
to  the  lowest  level  in  some  20  ycar.s 
Early  last  month.  Value   Line  noted 
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that  the  average  multiple  for  the 
1,313  stocks  in  its  composite  price  in- 
dex was  only  8)2. 

Discounting  the  Worst 

So,  I  think  it  can  be  argued  very 
plausibly  that  the  bottom  tier  had 
overdiscounted  just  about  the  worst 
that  might— or  might  not— happen  to 
business  and  earnings  during  the  next 
12  months  and  therefore  could  largely 
shrug  off  any  significant  price  weak- 
ness in  the  minority  tier.  Indeed,  any 
notable  volume  of  fresh  selling  into  or 
after  the  summer  rally  could  serve  to 
buttress  the  technical  strength  which 
developed  last  spring  in  the  bottom 
tier,  quite  conceivably  without  forc- 
ing broad-based,  unweighted  price  in- 
dices to  new  1973  lows,  and  thus 
create  a  technically  convincing  "base" 
for  a  new  major  uptrend  for  a  ma- 
jority of  stocks.  Under  such  conditions, 
"breadth"  could  outperform  the  pop- 
ular averages  for  a  long  time. 

In  other  words,  I  think  it's  become 
possible  to  anticipate  a  situation  in 
which  the  spread  between  the  two 
market  tiers  proceeds  to  contract,  per- 
haps with  the  upper  tier  failing  to 
make  progress  and  the  lower  tier  stag- 
ing a  broad  recovery.  This  process 
could  be  furthered  by  pressures,  lately 
mounting,  from  several  quarters  that 
are  prodding  institutional  investors 
toward  greater  diversification  and  less 
preoccupation  with  prime  growth 
stocks.  More  and  more  articles  have 
been  appearing  in  the  professional 
literature  demonstrating  that  many 
sacred-cow  stocks  are  currently  over- 
priced relative  to  other  stocks. 

For  example,  writing  in  the  May- 
June  issue  of  the  Financial  Analysts 
Journal,  William  W.  Jahnke,  an  in- 
vestment oflBcer  of  Wells  Fargo  Bank 
(a  major  institutional  investor),  com- 
pares two  representative  samples  of 
growth  and  non growth  stocks.  Per- 
share  earnings  growth  for  the  former 
is  estimated  at  an  average  of  over 
13%  annually,  for  the  latter  at  some- 
what less  than  8%.  Yet  the  growth 
group  was  selling  at  prices  that  could 
yield  the  investor  an  annual  rate  of 
return  (from  dividends  and  higher 
earnings)  pf  not  quite  8%,  while  the 
nongrowth  group's  prices  could  yield 
a  better  than  10%  annual  return. 

Studies  like  these  obviously  can 
provide  a  rationale  for  institutional 
investors  to  spend  more  of  their  mas- 
sive new-cash  inflows  among  the 
many  bottom-tier  growth  stocks  of 
sound  quality  and  less  of  it  for  the 
few  upper-tier  growth  favorites.  They 
might  even  do  some  switching  be- 
tween the  two  tiers.  Either  way,  price 
weakness  among  the  glamours  need 
not  lead  to  another  price  collapse  on 
the  bottom  tier,  ■ 
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Because  we  specialize  in  manag- 
ing personal  investment  accounts 
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Steps  To  A 
Positive  Prognosis 


By  Robert  Stova// 


Over  the  past  20  years,  I  have  per- 
sonally observed  a  phenomenon  prob- 
ably common  to  all  who  earn  a  sort  of 
living  from  writing  about  investments. 
It  is  a  rather  reliable  indicator  of  price 
trends  which  has  recently  been  flash- 
ing "Go."  In  the  past  during  periods 
when  there  was  increasingly  less  to 
write  about  in  a  positive  vein,  this  in- 
dicator frequently  signalled  the  end 
of  a  bull  market.  When  everything 
that  could  be  said  had  been  said,  and 
every  value  that  could  be  found  had 
been  discovered,  all  that  was  left  was 
a  trend  reversal.  The  converse  is  true 
today.  There  is  so  much  relatively 
good  value  around  that  there  are  any 
number  of  themes  on  which  to  ex- 
pound. I  write  this  knowing  that  most 
successful  recommendations  of  1973 
to  date  have  only  proved  to  be  de- 
layed failures. 

Commentaries  such  as  this  could  be 
—and  are— filled  with  lists  and  charts 
showing  how  the  current  supply/ de- 
mand phase  of  stock  market  evalua- 
tion is  out  of  phase  with  historical 
performance.  Along  with  the  unusual 
values  revealed  by  statistics,  there 
can  be  listed  a  number  of  reasons 
which  might  combine  to  produce  a 
very  active,  positively  responsive  stock 
market  at  a  time  when  it  would  not 
be  anticipated.  You  are  probably  sick 
of  unrewarded  optimism,  but  remem- 
ber—a droopy  state  of  morale  is  apt 
to  be  most  transient  just  when  it  ap- 
pears to  be  permanent. 

Raises  in  Dividends 

•  The  liberalization  of  dividend  re- 
straints ^  already  having  a  salutory 
eflFect  on  the  level  of  dividend  pay- 
outs, even  with  the  general  realiza- 
tion that  the  "freezette"  and  Phase  4 
are  inhibiting  profit  margins. 

•  Along  with  lovy  volume,  recent 
stock  markets  have  been  characterized 
by  thinness  on  both  up-days  and 
down-days.  Since  individual  market 
participants  have  been  net  sellers  for 
years  and  institutional  portfolios  have 
once  again  experienced  therapeutic 
liquidation  just  prior  to  the  second 
quarter's   end,   a  case  can   be   made 

Mr  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


that  the  buying  power  held  in  reserve 
by  these  investors  is  substantial 
enough  to  create  a  buying  stampede 
following  a  relatively  few  days  of 
strong  price  leadership. 

•  Bank  trust  departments  and  other 
money  managers  have  not  only  been 
supporting  their  favorite  equities  with 
steady  buying  programs,  but  have  also 
been  availing  themselves  of  high  cur- 
rent yields  now  present  in  short-term 
debt  instruments.  At  year-end  1972 
the  mutual  fund  industry's  cash  posi- 
tion stood  at  5%  of  net  assets.  Cur- 
rently, it  is  estimated  at  between 
8%%  and  9%  of  total  assets,  a  level 
which  has  frequently  marked  a  turn 
in  market  psychology  from  negative 
to  positive.  Sophisticated  individuals 
who  employ  margin  debt  have  been 
liquidating  this  debt  at  a  rapid  pace, 
from  almost  $8  billion  at  year-end 
1972  to  around  $6.2  billion  as  of  last 
report.  The  liquidation  of  margin  debt 
naturally  puts  pressure  on  stock  prices. 

•  New  aimouncements  of  corpora- 
tions buying  their  own  stock  appear 
daily.  In  1973,  perhaps  $4  billion  will 
be  spent  in  this  manner  by  American 
corporations,  which  are  both  provid- 
ing leadership  opinion  as  to  relative 
value  and  are  reducing  the  floating 
supply  of  stocks. 

•  Foreign  oflBcial  and  private  dollar 
holdings  are  estimated  at  $200  billion. 
This  enormous  pile  of  liquid  assets  is 
part  of  the  U.S.  dollar's  problem  cur- 
rently: too  many  dollars  for  what  is 
available  for  the  dollar  to  buy.  For- 
eign buying  of  U.S.  stocks  amounted 
to  a  record  $1.8  billion  in  the  first 
half  of  1973,  a  small  outpouring  from 
a  vast  reservoir.  Foreign  buying  of 
stocks  for  portfolio  has  recently  slack- 
ened awaiting  a  calming  of  the  cur- 
rency turmoil.  Meanwhile,  tender  of- 
fers by  overseas  interests  for  control 
of  U.S.  corporations  are  mounting, 
which  tend  to  shrink  the  availablr 
supplies  of  equities  here.  The  Cana- 
dian offer  for  Texasgulf  shares  is  both 
large  and  closer  to  home. 

•  The  new  issue  market  for  equities 
is  currently  not  a  factor  in  this  supply 
equation.  No  initial  public  offering  ol 
stature  has  come  to  market  during 
the  last   three  months,   and   few   arc 
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likely  soon.  This  has  also  added  to 
potential  demand  as  well  as  to  li- 
quidity potential  in  the  marketplace. 

•  This  summer  investors  have  been 
more  interest-rate  sensitive  than  nor- 
mal, but  with  good  reason.  The  prime 
rate  rose  12  times  in  1973,  to  9%  by 
early  August.  From  December  1968 
through  June  1969,  the  prime  rate 
was  increased  in  five  steps  from  6/4% 
to  8J2%.  Expensive  and  tight  money 
were  among  the  prime  reasons  for 
the  ensuing  recession.  Investors  sim- 
ply cannot  forget  that.  The  story  that 
key  economic  indicators  have  been 
telling  is  that  the  peak  of  the  cur- 
rent boom  is  close  by.  Signs  that  the 
interst-rate  spiral  is  about  to  flat- 
ten out,  if  not  turn  down,  would  cer- 
tainly be  a  positive  factor  for  the  de- 
mand for  common  stocks. 

Proofs  Up  20%? 

•  The  disruptive  "freezette"  and 
current  Phase  4  may  not  be  conducive 
to  maintaining  existing  inventory  ac- 
cumulation plans  and  capital  expendi- 
ture programs  under  profit  assump- 
tions which  may  no  longer  prevail. 
The  inevitable  slowdown  from  the 
pace  of  unsustainable  business  activity 
may  be  thus  hastened. 

•  Recession  by  acclamation  is  the 
general  expectation  for  1974.  The 
sooner  the  slowdown  begins  to  show 
itself,  the  less  likely  we  are  to  ex- 
perience a  sudden,  sharp  decline. 

•  Relating  the  gross  national  prod- 
uct to  the  investing  scene  allows  one 
to  speculate  that  corporate  profits  in 
1973  may  be  up  over  20%.  On  a  trail- 
ing 12-month  basis,  price/ earnings 
ratios  are  currently  at  the  lowest  level 
since  1953.  Yields  from  dividends  are 
high  and  are  going  higher  unless  price 
levels  change.  Even  assuming  no 
growth  in  corporate  profits  for  next 
year,  an  upward  revision  in  the  price/ 
earnings  multiple  usually  occurs  dur- 
ing years  of  flat-to-down  earnings. 

•  Common  stocks  are  still  con- 
sidered appropriate  investments  on 
most  of  the  world's  bourses.  The 
American  experience  is  currently  one 
of  the  sourest.  When  the  inevitable 
turn  comes 'in  the  U.S.  market,  we 
will  not  have  much  time  to  ponder 
the  change,  and  very  few  people  can 
do  much  buying  at  the  absolute  bot- 
tom. Common  stocks  have  not  really 
gone  out  of  style.  Where  they  have 
high  dividend  yields  to  go  along  with 
their  prospects  for  rising  earning 
power  and  inflation  hedging  charac- 
teristics, an  investor  can  comfortably 
afford  to  wait  if  the  turn  doesn't  come 
tomorrow.  The  high  dividends  pro- 
vide current  competition  for  high 
bond  returns  and  assuage  any  hurt 
feelings  that  may  occur  if  they  are 
bought  too  soon.  ■ 


272nd  common  DIVIDEND 


A  regular  dividend  of  Fifty-nine  and  Five-tenths  Cents  (59.5<f ) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  September  1,  1973, 

to  stockholders  of  record  at  the  close  of  business  August  10,  1973. 

Checks  will  be  mailed. 

July  31, 1973  C.  A.  Mehos,  Vice  President— Finance 
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A  New  Dimension 
Of  Ris/c 


Floating  currencies  have  added  a 
new  dimension  to  investing  abroad. 
Measured  in  their  local  currencies, 
many  foreign  stocks  are  seUing  at  or 
near  their  1973  lows.  Measured  in 
terms  of  dollars,  however,  they  have 
done  quite  well  because  of  the  suc- 
cessive revaluations  of  many  foreign 
currencies  vis-a-vis  the  doUar. 

The  outlook  for  a  definitive  cur- 
rency reform  is  stUl  cloudy.  The  Com- 
mittee of  Twenty,  created  to  make 
recommendations  for  a  far-reaching 
reform,  has  met  repeatedly  and  made 
some  progress,  but  is  still  deadlocked 
on  vital  issues.  Chances  that  the  an- 
nual International  Monetary  Fund 
meeting  in  October  will  be  able  to  act 
on  any  concrete  proposals  are  slim. 
Lacking  a  near-term  solution,  pros- 
pects for  continued  conhision  are  good. 

At  any  rate,  a  continuation  of  cur- 
rent practices,  meaning  the  floating 
of  some  currencies  versus  others  and 
of  fixed  rates  among  some  countries, 
appears  likely  for  some  time  to  come. 
Moreover,  any  reform  of  the  system 
will  almost  certainly  provide  for  sub- 
stantial flexibility  of  exchange  rates. 
For  purposes  of  successful  investment 
abroad,  predicting  the  course  of  for- 
eign stock  markets  or  particular  for- 
eign securities  is  thus  no  longer  suflB- 
cient.  Assumptions  regarding  the  fu- 
ture value  of  currencies  have  become 
an  integral  part  of  picking  foreign 
securities.  The  problem  is  aggravated 
by  the  fact  that  currency  exchange 
rates  do  have  a  direct  impact  on 
economies,  stock  markets  and  indivi- 
dual companies. 

An  obvious  and  very  important 
question  then:  Where  will  currency 
values  be  a  year  or  two  hence?  The 
rapid  decline  of  the  dollar  versus 
most  currencies,  particularly  the  Eu- 
ropean, reflects  psychology  and  un- 
certainty rather  than  economic  reali- 
ties. It  is  now  generally  agreed  that 
the  dollar  is  undervalued  in  terms  of 
its  purchasing  power.  This  should 
mean,  given  current  exchange  rates, 
steady  improvement  in  the  U.S.  bal- 
ance of  trade,  which  should  in  turn 
restore  confidence  in  the  dollar.  The 

Mr.  Oechsle  is  a  vice  president  of  Arnhold  and 
S.  Bleichroeder,  Inc.,  investment  bankers. 


dollar  will  then  go  up  in  value  just 
as  quickly  as  it  has  declined  in  the 
past  few  months.  How  likely  a  sce- 
nario is  this? 

While  I  agree  that  the  dollar  is 
currently  undervalued  and  that  the 
U.S.  balance  of  trade  will  improve, 
it  does  not  follow  that  the  dollar  will 
necessarily  rise  in  value.  It  is  im- 
portant to  realize  that  the  doUar  was 
substantially  overvalued  throughout 
the  Sixties,  and  world  trade  and  in- 
vestment flourished  during  the  entire 
period.  The  big  problem  continues  to 
be  the  huge  overhang  of  dollars.  It 
took  years  of  an  overvalued  dollar  to 
create  this  overhang;  by  the  same 
token  it  may  take  years  of  an  under- 
valued dollar  to  reduce  it  in  any 
meaningful  way. 

On  the  other  hand,  if  the  dollar 
really  should  turn  around,  what 
would  be  the  implications  for  foreign 
investments?  Is  it  possible  that 
losses  in  foreign  currencies  will  com- 
pletely offset  the  gains  to  be  made 
in  foreign  stock  markets?  Or  even 
worse,  might  market  losses  become 
compounded  by  currency  losses?  (This 
is  what  happened  to  European  inves- 
tors in  the  U.S.  market  the  past  year 
or  so.)  Aren't  all  these  questions  am- 
ple reason  not  to  get  involved  in  for- 
eign securities  at  all?  Still,  where 
there  are  unusual  problems,  there  are 
also  unusual  opportunities.  Yet,  with 
these  uncertainties,  a  slight  shift  in 
emphasis  is  warranted. 

It  has  never  been  easy  to  predict 
the  course  of  stock  markets,  but  the 
uncertain  currency  situation  has  fur- 
ther compounded  the  problem.  For 
instance,  what  is  the  impact  of  an 
overvalued  mark  for  the  German 
stock  market?  Most  likely  it  will  be 
detrimental,  because,  in  a  heavily  ex- 
port-oriented economy  such  as  Ger- 
many's, profits  tend  to  suffer  in  direct 
proportion  to  the  degree  of  overvalua- 
tion. However,  the  German  market  isj 
already  near  its  low  of  the  last  five 
years  and  is  thus  discounting  many^ 
negatives.  Yet,  in  my  opinion,  the 
situation  might  get  still  worse.  i 

I     have     mentioned     Volkswagen 
(ADRs   $53)    in   this   column    (Dec 
15,   1972)   before.  The  U.S.  sales  ol 
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the  company,  which  used  to  make  a 
heavy  contribution  to  profits,  are 
now  running  at  a  loss.  Only  pro- 
nounced weakness  in  the  exchange 
rate  of  the  mark  vs.  the  dollar  would 
alleviate  this  situation  and  thus  im- 
prove the  profits.  In  other  words,  one 
cannot  expect  to  do  much  better  than 
break  even  with  an  investment  in 
Volkswagen,  because  a  strong  mark 
would  mean  lower  earnings,  and  bet- 
ter earnings  would  imply  a  weak  mark. 

Avoid  Heavy  Exporters 

While  Volkswagen  with  its  heavy 
emphasis  on  the  U.S.  market  repre- 
sents an  extreme,  it  illustrates  that 
companies  with  such  an  emphasis 
on  exports  are  most  vulnerable  if 
located  in  strong  currency  countries, 
whereas  their  competitors  in  weak 
currency  countries  are  apt  to  benefit. 
On  balance,  this  means  that  heavily 
export-oriented  companies  should 
probably  be  avoided  as  investment 
vehicles  near  term.  The  risk/ reward 
ratio  in  this  type  of  investment  is 
particularly  difficult  to  ascertain.  Oth- 
er companies  previously  mentioned  in 
this  column  and  falling  into  the  same 
category  are  Bayer  and  Siemens  in 
Germany,  and  Akzo  in  Holland. 

One  general  rule  that  emerges  from 
all  the  confusion  about  floating  cur- 
rencies is  as  follows:  Foreign  com- 
panies in  commodity-type  products, 
such  as  chemicals,  aluminum,  steel 
and  agricultural  products,  should  be 
avoided  because  their  counterparts  in 
the  U.S.,  and  particularly  those  with 
emphasis  on  exports,  will  benefit  from 
the  prevailing  undervaluation  of  the 
dollar.  In  foreign  markets,  increasing 
emphasis  should  be  placed  on  com- 
panies that  either  will  benefit  from 
continued  weakness  of  the  dollar, 
such  as  department  stores,  or  are 
largely  immune  to  currency  fluctua- 
tions. Examples  of  the  latter  type  are 
Heineken  ($125),  the  Dutch  brew- 
ery; Rank  Organisation  (ADRs  $12), 
because  of  its  participation  in  xerog- 
raphy outside  the  U.S.;  Matsushita 
Electric  Works  (ADRs  $32)  and  Toto 
(ADRs  $25),  two  housing-related 
Japanese  companies. 

A  new  name,  not  previously  men- 
tioned here,  is  Fisons  (ADRs  $9.75). 
This  British-based  company  is  well 
on  its  way  to  becoming  a  top-notch 
pharmaceutical  company.  Fisons'  In- 
tal,  an  asthma  preventative,  prom- 
ises to  become  one  of  the  top-selling 
di-ugs  worldwide.  In  the  U.S.  it  has 
been  licensed  to  Syntex.  While  the 
British  stock  market  doesn't  appear 
too  robust  at  the  moment,  Fisons 
should  be  one  of  the  few  stocks  that 
will  do  well  regardless  of  currency 
and/ or  stock  market  developments  in 
Creat  Britain.  ■ 
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Financial  Highlights 


Florida  National  Banks 
of  Florida,  bic 


and  Subsidiaries 


Six  Months  Ended  June  30, 

Consolidated  Statement  of  Earnings  1973  1972 

Total  Operating  Income $38,693,000  $27,677,000 

Total  Operating  Expense 28,551,000  22,762,000 

Earnings  before  Net  Securities 

Gains  (Losses) 7,696,000  4,891,000 

Net  Earnings 7,686,000  4,875,000 

Per  Share .81  .51 


June  30, 
Consolidated  Balance  Sheet  1973  1972 

Total  Assets $1,353,280,000    $1,176,133,000 

Deposits 1,124,132,000         964,131,000 

Loans  and  Discounts 594,294,000         417,699,000 

Capital  Accounts 141,609,000         127,455,000 


OFFICERS: 

Chauncey  W.  Lever,  President / ]ohn  H.  Manry,  Jr.,  Vice  President /]ames  C.  Robinson,  Jr., 

Vice  President  /  Robert  M.  Ulsch,  Secretary  and  Comptroller /Robert  F.  Stamp,  Treasurer 
and  Assistant  Secretary. 

DIVISION  HEADS: 

Warren  M.  Cheek,  Director,  Investment  Advisory  Service  Division/Jack  M.  Geitz,  Chief 
Examiner  and  Director,  Audit  Division /Peter  P.  Hetzler,  Director,  Computer  Services 
Division /H.  J.  Home,  Director,  General  Accounting  Division /Baxter  E.  Luther,  Director, 
Consumer  Lending  Division /Ernest  J.  Snead,  Director,  Personnel  Division /Robert  F.  Stamp, 
Director,  Credit  Administration  Division /Howard  G.  Tietjen,  Director,  Business 
Development  and  National  Accounts  Division /Barry  H.  McLean,  Assistant  Director,  Credit 
Administration  Division /Ralph  L.  Wolfe,  ]r.,  Assistant  Director,  Computer  Services  Division. 

DIRECTORS: 

R.  Hugh  Daniel,  Chairman  and  Treasurer,  Daniel  International  Corporation,  Birmingham, 
Alabama /Harry  A.  deButts,  Former  President,  Southern  Railway  Company,  Upperville, 
Virginia /Charles  H.  Dolson,  Chairman,  Executive  Committee,  Delta  Air  Lines,  Inc.,  Atlanta, 
Georgia  /  Richard  E.  Ehlis,  President,  Florida  National  Bank  at  Lakeland /O  P.  Hewitt,  Jr., 
President,  Florida  National  Bank  at  Orlando /Fred  H.  Kent,  Kent  Durden  and  Kent, 
Attorneys,  Jacksonville /Chauncey  W.  Lever,  President,  Florida  National  Banks  of  Florida, 
Inc.  President,  Florida  First  National  Bank  of  Jacksonville /John  H.  Manry,  Jr.,  President, 
Florida  National  Bank  &  Trust  Company  at  Miami/ Allen  H.  Neuharth,  President  and  Chief 
Executive  Officer,  Gannett  Company,  Inc.,  Rochester,  New  York/Dr.  Alton  Ochsner, 
Founder,  Ochsner  Clinic  and  Ochsner  Foundation  Hospital,  New  Orleans,  Louisiana /Dr. 
Stephen  C.  O'Connell,  President,  University  of  Florida,  Gainesville,  Florida /J.  J.  Parrish,  Jr., 
President,  J.  J.  Parrish  &  Co.,  Inc.,  Chairman,  Florida  National  Bank  at  Titusville/ James  A. 
Rhodes,  Former  Governor  of  Ohio,  President,  James  A.  Rhodes  &  Associates,  Columbus, 
Ohio/James  C.  Robinson,  Jr.,  President,  Florida  First  National  Bank  at  Pensacola/W.  C. 
Smith,  Immediate  Past  Chairman,  Standard  Oil  Company  of  Kentucky,  Louisville,  Kentucky 
William  C.  Swain,  President,  Florida  National  Bank  at  Coral  Gables /Stanley  A.  Taylor, 
President,  Florida  Bank  &  Trust  Company  at  Daytona  Beach. 


Thirty-One  Banks  Statewide 

Total  Assets  More  Than  $1.3  Billion 


Florida 
:«alional 
Banks  or 

Florida 


General  Headquarters:  Florida  First  National  Bank  Building,  Jacksonville,  Florida 
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. . .  tells  you  when  to  buy,  but  more 
importantly,  when  to  sell  no-load  funds 
according  to  . . . 

THE  MENASHE 

CYCLE  THEORY 

...  an  exclusive  development  of . . . 
FUNDUNE 

$5  trial  includes: 

•  Two  editions  of  the  40  page  hand- 
book of  70  fund  charts  and  ratings, 
published  every  fourth  week. 

•  Update  bulletin  of  ratings,  prices  and 
market  analysis,  published  on  the 
alternate  two  weeks. 

•  Plus  bonus  of  3  Research  Reports. 

A  $10  value  for  only  $5. 

Send  your  check  for  $5  today  to: 


^ 


David  H.  Menashe  &  Co.,  Box  663 
Woodland  Hills,  Calif.  91364  F7 
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Prospectus  on  request  from: 
I.I  I.  Securities  Corporation 
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$10,000 
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Personal,  private.  No  ucurity  required.  Your 
signature  only.  All  details  arranged  rapidly  by 
mail.  Reasonable  rates.  Please  mail  coupon  for 
full   information.   No  obligation. 


1C.  E.  Wilson,  Vice  President 
POSTAL  THRIFT  LOANS,  INC.,  Dept.  150-08 

703  Douglas  St.,  Sioux  City,  Iowa  51102 
Please  send  complete  inforniation  in  plain  envelope.       I 
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Market 
Trends 

By  Martin  T.  Sosnoff 


The  Little  Cloud 


There  is  always  a  little  cloud  in  the 
sky  that  foretells  the  coming  storm, 
and  so  it  has  been  with  the  market. 
It  is  never  something  simple  and  tan- 
gible like  interest  rates,  but  rather  a 
state  of  mind  or  a  precondition  that 
creates  the  dialectics  of  a  long  cycle, 
and  it  is  only  after  the  cycle  is  far 
along  that  those  closest  to  ground 
zero  learn  what  has  happened  to 
them.  Rome  fell  to  the  barbarian 
hordes  because  of  its  ded^dence,  and 
Nazi  Germany  did  not  have  the  basic 
industry  to  equal  the  Allies,  tank  for 
tank  and  plane  for  plane.  Our  stock 
market  has  finally  fallen  prey  to  its 
own  internal  dynamics,  that  is,  the 
motive  power  for  putting  money  into 
the  market  has  begun  to  ebb  and 
could  continue  to  sputter  and  choke 
for  many  years  to  come. 

The  individual  investor  has  said 
goodbye  to  the  market,  and  rightly  so. 
He  has  done  nothing  but  lose  money 
since  the  late  Sixties.  Stock  by  stock, 
the  American  Stock  Exchange  list  is 
substantially  lower  than  it  was  in  the 
depths  of  the  bear  market  of  1969-70. 
It  has  only  been  the  game  plan  of  the 
institutions,  with  a  pot  full  of  other 
people's  money,  that  has  fueled  Stan- 
dard &  Poor's  index  of  the  Big  Board 
in  the  past  few  years.  The  incredible 
concentration  in  a  handful  of  stocks 
has  led  to  a  self-fulfilling  prophecy  of 
market  performance  up  until  now.  It 
looks  as  if  the  dice  are  about  to 
change  hands,  and  the  implication 
for  growth  stock  prices  is  that  they 
are  about  to  crap  out. 

The  sheer  magnitude  of  Morgan 
Guaranty  Trust's  list  of  25  largest 
holdings  is  a  graven  image  to  the  god 
of  growthmanship  and  may  yet  bring 
down  a  new  Moses  on  their  head. 
The  Moses  will  be  very  ordinary 
looking.  He  will  be  "wearing  a  white 
shirt  and  tie,  and  his  hair  will  he  worn 
short.  In  fact,  he  will  be  a  stand-in  for 
all  the  financial  vice  presidents  all 
over  the  country  who  have  watched 
their  pension  funds  moved  further 
and  further  into  equities.  The  Mor- 
gan, for  example,  is  78%  in  equities, 
some  $21  billion  out  of  $27  billion  at 


A  guest  columnist,  Mr.  Sosnoff  is  a  general  partner 
of  Atalanta  Partners,  New  York. 


year-end,  and  it  is,  in  reality,  the 
stock  market.  If  you  own  about  4 
million  shares  each  of  McDonald's 
and  Disney,  you  are  saying  you  be- 
lieve in  hamburgers  and  Mickey 
Mouse  until  the  end  of  time. 

But  there  are  half-a-dozen  ham- 
burger shacks  on  every  main  drag  in 
this  country,  and  much  of  the  incre- 
mental earnings  from  Disney  are  from 
rereleases  of  some  oldies.  There  may  be 
more  hons  in  New  Jersey  game  parks 
now  than  there  are  in  Kenya,  and  the- 
matic amusement  parks  are  springing 
up  all  around  us.  Disneyland  and  Dis- 
ney World  are  not  exempt  from  com- 
petitive forces,  from  taste  changes  or 
even  from  such  exogenous  factors  as 
the  price  of  gasoline.  What  I  am  say- 
ing is  that  even  great  companies  must 
live  in  a  world  that  is  uncertain  and 
uncontrollable.  The  price/ earnings 
ratios  that  have  been  artificially  su- 
perimposed on  the  chosen  few  are  not 
immutable.  Disney  this  year  has  been 
cut  by  a  third,  and  I  am  leaving  out 
such  disasters  as  befell  certain  furni- 
ture and  motor  homes  securities  that 
some  institutions  thought  were  the 
real  growth  goods. 

ind  of  fhe  Game 

The  market  is  in  the  beginning 
stages  of  the  unwinding  process  from 
the  excesses  of  the  growthmanship 
game  ttiat  Morgan  and  other  marble- 
pillared  sanctuaries  have  perpetrated 
on  the  country.  It  looks  as  if  the 
amount  of  money  available  for  this 
market  from  the  pension  fund  sector 
has  crested.  Whereas  over  $2  billion, 
a  quarter  was  being  pumped  in,  the 
latest  figures  show  a  40%  decline  from 
the  previous  quarter.  The  long  cycle 
of  pension  funds  switching  from  bonds 
to  stocks  seems  to  have  been  fulfilled. 
Enough  is  enough.  If  everyone  is  78% 
invested  in  common  stocks,  the  in- 
cremental cash  flow  is  likely  to  be 
earmarked  for  8%  debt  instruments. 
Prime-grade  bonds  at  current  yields 
do  more  than  fulfill  the  actuarial  re- 
quirements of  all  pension  funds.  There 
is,  therefore,  little  reason  to  bet  $2 
on  General  Motors'  nose  or  even 
IBM's,  particularly  if  you  think  the 
game  is  over  for  a  while.  Many  growth 
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Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 

47V2  0  per  Common  Share 

Payable  September  15, 1973 
Record  August  17, 1973 
DeclaredJuly25, 1973 

Cyril  J.  Smith 
Secretary 


Houston,  Texas 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  1 

A  regular  quarterly  dividend  of  37.5 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Resources,  Inc.,  payable 
September  14,  1973  to  stockholders 
of  record  at  the  close  of  business  on 
August  31, 1973. 


RONALD  L.  KUEHN,  JR. 
Secretary 

Dated:  July  27,  1973 


§ 


phBlps 
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152nd   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  fias 
declared  a  regular  quarterly 
divider^d  of  55^  per  share  on 
its  capital  stock  payable  Sept. 
10,  1973,  to  stockholders  of  rec- 
ord at  the  close  of  business  on 
August  17,  1973. 

R.   D.   BARNHART, 

Treasurer. 

New  Yoffc,  N.  Y. 
July  25,  1973 


stocks  have  topped  out.  IBM  is  no 
higher  now  than  it  was  in  1968.  As 
for  General  Motors,  there  are  few 
takers  at  any  level  short  of  a  com- 
parable yield  with  prime  bonds. 

New  Ratios 

So  the  revolution  of  rising  expecta- 
tions is  over  insofar  as  it  concerns 
stock  prices.  The  average  money  man- 
ager who  must  account  for  his  cus- 
todianship of  pension  funds  to  cor- 
porate officers  is  being  called  on  the 
carpet  for  performance  generally  far 
worse  than  the  S&P's  index.  Our  hero 
has  tried  too  hard  to  perform  and  has 
been  destroyed  not  so  much  by  the 
risks  he  took  this  time  around,  as  by 
the  incredibly  rapid  demise  of  price/ 
earnings  ratios  for  everything  except 
growth.  The  corporate  financial  officer 
is  likely  to  pull  in  his  horns  a  little 
and,  at  the  least,  set  down  guidelines 
as  to  debt/ equity  ratios  whereby  his 
pension  fund  cannot  be  destroyed  in  a 
bear  market. 

This  line  of  thinking  suggests  that 
debt/ equity  ratios  will  eventually  be- 
come the  reciprocal  of  what  they  have 
been.  A  more  likely  posture  will  be 
70%  debt,  30%  equities  rather  than  the 
Morgan  mixture.  This  is  not  to  sug- 
gest wholesale  liquidation  of  equities 
by  institutional  investors.  First  of  all, 
it  is  impossible.  There  ain't  buyers  for 
4  million  shares  of  McDonald's,  Dis- 
ney and  all  that.  A  more  likely  scena- 
rio is  an  arduous  unwinding  whereby 
stocks  sink  gradually  under  their  own 
weight.  This  is  like  Venice  slipping 
gently  but  proudly  into  the  mud  over 
400  years.  In  the  end,  the  mud  wins, 
but  there  have  been  some  memorable 
masked  balls  in  between. 
.  The  next  phase  in  the  unwinding 
process  is  that  the  policy-making  func- 
tion for  pension  fund  management  will 
be  taken  out  of  the  hands  of  corporate 
financial  officers  and  concentrated  in 
the  office  of  the  corporation's  chief 
executive.  The  reason  is  basic  to  the 
momentum  of  capitalism.  It  is  only  by 
spending  money  that  you  can  make 
money.  The  corporation's  gross  plant 
account  must  expand  if  sales  are  to 
build.  Now  if  you  are  a  capital-inten- 
sive business  like  a  utility  and  must 
come  to  the  market  for  equity  money 
every  few  years,  it  would  be  nice  if 
your  stock  were  selling  something 
over  book  value.  Otherwise  the  equity 
is  being  diluted,  and  while  revenues 
may  grow,  per-share  earnings  will  be 
diluted. 

By  now,  every  corporate  president 
is  beginning  to  realize  that  the  very 
people  who  are  managing  his  com- 
pany's pension  fund  are  destroying  his 
stock's  price  by  their  not-so-benign 
neglect.  Disney  at  50  times  earnings 
can  raise  equity  with  no  dilution  just 


DIVIDEND 


NOTICE 


SHELL  OIL 
Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty  cents  (600)  a  share  on  the 
Common  Stock  of  this  Corapany, 
payable  September  24,  1973,  to 
shareholders  of  record  September 
10,  1973. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 
July  26,  1973 


DIVIDEND  NOTICE 

More  than  735,000  owners  of 
Exxon  Corporation  will  share  in 
the  earnings  of  the  Company  by 
a  dividend  of  $1.10  per  share  de- 
clared July  25,  1973  and  payable 
September  10,  1973  to  sharehold- 
ers of  record  August  8,  1973. 

1973  is  the  91st  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Elj(pti  CORPORATION 


OWN  YOUR  OWN 


i 


"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  Operate  from 
a  digrilfied  professional  office.  Clients  come 
to  you  for  Venture  Capital  Assistance.  Must 
be  sincere  with  well-rounded  business  back- 
ground.   Instant   Hi    income   for   right    person. 

$32,500  cash  will  handle 

Send  resume  to  Dept.  F8,  Computer  Capital 
Corporation,  Suite  521,  Max  Factor  BIdg., 
6922  Hollywood  Blvd.,  Los  Anqeles.Ca. 90028. 
Or  call  Mr.  Ray  (213)  463-8151. 

.  This  offering  is  not  a  franchise.  . 


Your  Fair  Share 
Shows  You  Care 

THE    V 
UNITED  WAY 


OVER  THE  COUNTER  SECURITIES  FUND,  Inc. 


Founded  19SS 

Is  the  first  Mutual  Fund  investing  exclusively 
in  over-the-counter  securities.  The  primary 
objective  Is  possible  CAPITAL  GROWTH. 

Write  for  Proapectua 

Review  Management  Corp. 

Orvlond        *        P«nntylvonio 
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Public  Service  Electric  and  Gas  Company 

QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  de- 

clared the  following  d 

ividends  foi 

the  quarter  ending  September  30 

1973: 

Dividend 

Class  of  Stock 

Per  Share 

Common 

$   .43 

$1.40  Dividend 

All  dividends  are  payable  on  or 

Preference  Common 

$   .35 

before    September   28,    1973   to 

Cumulative  Preferred 

stockholders  of  record  August  31, 

4.08%  Series 

$1.02 

1973. 

4.18%  Series 

1.045 

MALCOLM   CARRINGTON,  JR. 

4.30%  Series 

1.075 

Vice  President  and  Secretary 

5.05%  Series 

1 .2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

^^^I^^ 

7.80%  Series 

1.95 

^      ^ 

8.08%  Series 

2.02 

^^J^W 

9.62%  Series 

2.405 

PSEG 

RjJlReynolds  Industries.  Ina 


Common  Stock  Dividend 

A  quarterly  dividend  of  67  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  September  5,  1973  to  stockholders  of  record  at  the 
close  of  business  August  10,  1973. 

WILLIAM  R.  LYBROOK 
Senior  Vice  President  and  Secretary 
Winston-Salerrt.  N.  C.  July  19,  1973 

Seventy-Three  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Juice  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Padtaging  Materials 
International  Petroleum 


QUARTERLY Dl^nOENOS  SINCE  193S 

NATIONAL 
DISnUERS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22V2C  per  share 
on  the  outstanding  Common  Stock, 
payable  on  September  3,  1973  to 
stockholders  of  record  on  August  10, 
1973.  The  transfer  books  will  not  close. 

July  26,  1973 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 


88 


DIVISIONS  NATIONAI  OISTILICRS  PROOUCrS  CO 
US  INDUSIRIAl  CHEMICALS  CO 
BRIDGEPORT  BRASS  CO 
AIMADEN  VINE'AROS.  INC 
rEKTllE 
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Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  We.st  Corporation  at  its 
meeting  held  on  July  19,  1973. 
declared  a  regular  quarterly  divi- 
dend of  twenty -seven  cents  (27c) 
per  share  on  the  Corporation's 
Common  Stock.  This  dividend  is 
payable  August  31,  1973,  to  stock- 
holders of  record  July  31,  1973. 

LEROY   J.    SCHEUERMAN 

Secretary  and  Treasurer 

CENTRAL  AND  SOUTH  WEST 
CORPORATION 

Wilmington,  Delaware  19899 


by  reinvesting  the  proceeds  in  com- 
mercial paper.  American  Telephone, 
selling  at  book  value,  cannot  finance 
its  capital  budgets  for  much  longer 
without  equity  dilution.  Very  short- 
ly, the  president  of  Telephone  is  going 
to  have  a  little  talk  with  his  financial 
man  and  explain  the  facts  of  life. 

Talks  like  this  will  be  going  on  in 
boardrooms  all  along  Park  Avenue, 
and  then  the  corporate  pension  funds 
will  be  pulled  back  into  the  house  for 
internal  management.  The  pension 
fund  will  become  a  policy  instrument 
to  improve  rather  than  denigrate  the 
price/ earnings  ratio  of  the  underlying 
company.  This  goes  for  all  the  basic 
industrials,  the  oils  and  utilities— in 
short,  the  heart  of  the  corporate  sec- 
tor. It  is  either  this  or  a  lapsing  in- 
to even  more  extreme  discounts  on 
price/ earnings  ratios  and  book  value. 
No  big  corporation  will  be  lured  for- 
ever by  the  growth  sirens  lurking  be- 
hind the  marble  pillars. 

Limif  on  Sfocks 

The  Morgan  will  be  attacked  be- 
fore long  from  another  side  as  well, 
and  it  will  be  for  the  same  reasons  it 
was  broken  up  before.  The  regulatory 
agencies  will  realize  that  bigness  has 
become  badness,  although  the  intent 
was  certainly  not  malevolent.  Simply 
stated,  it  comes  down  to  the  point 
that  nobody  should  own  4  million 
shares  of  Disney  and  McDonald's,  be- 
cause the  inherent  unruliness  of  dis- 
acquiring  such  positions  will  sweep  a 
lot  of  small  investors  into  the  drink 
along  with  the  Morgan.  The  amount 
of  daily  trading  activity  in  specific 
stocks  will  have  to  be  limited  for  the 
institutions  to  a  small  percentage  of 
the  volume,  and  this  will  further  im- 
mobilize positions  and  create  even 
stiffer  costs  for  moving  into  and  out  of 
core  positions.  In  short,  the  penalty 
for  being  wrong  will  increase  and  per- 
formance will  suffer. 

There  are  hundreds  of  senior  people 
working  the  securities  business  for  the 
Morgan,  and  I  am  sure  many  of 
them  are  very  bright  and  diligent.  The 
growth  in  assets  for  the  Morgan  was 
almost  $5  billion  last  year  on  a  $22-' 
billion  base.  This  is  a  great  business 
achievement.  The  momentum  of  the 
Morgan,  on  the  other  hand,  is  the  lit- 
tle cloud  that  foretells  its  eventual 
dismemberment.  And  for  the  markt^t, 
the  implications  are  all  negative  din- 
ing the  tmwinding  process.  It  will  be 
a  long  time  before  the  reverse  english 
takes  place  in  price/ earnings  ratios; 
the  big  growth  guns  have  to  be  si- 
lenced first  and  then  it  will  be  time  for 
all  the  have-nots  like  General  Motors 
and  American  Telephone. 

Now  is  the  time  to  do  nothing  ex- 
cept watch  the  ball  gaini-.  ■ 
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I  nOUgntS . . .  Business  of  Life 


There  are  two  distinct  classes 
of  what  are  called  thoughts: 
those  that  we  produce  in 
ourselves  by  reflection 
and  the  act  of  thinking, 
and  those  that  bolt  into  the  mind 
of  their  own  accord. 
Thomas  Paine 


Thought  works  in  silence; 
so  does  virtue.  One  might 
erect  statues  to  silence. 
Thomas  Carlyle 


Most  people  think  dramatically, 
not  quantitatively. 
Oliver  Wendell  Holmes 


We  all  live  under  the  same  sky, 
be  we  don't  all  have 
the  same  horizon. 
KoNRAD  Adenauer 


Nothing  ages  people 
like  not  thinking. 
Christopher  Morley 


Leisure  is  the  mother  of  philosophy. 
Thomas  Hobbes 


I  am  never  so  happy 

as  when  a  new  thought  occurs  to  me 

and  a  new  hoiizon 

gradually  discovers  itself 

before  my  eyes.  When  a  fresh  idea 

dawns  upon  me,  I  feel  lifted  up, 

apart  from  the  world  of  men, 

into  a  strange  atmosphere  of 

the  spirit.  It  is  a  new  freedom. 

I  feel  aloof  from  the  world, 

and  for  a  moment  I  am  independent 

of  all  my  surroundings. 

W.  Somerset  Maugham 


If  you  are  not  a  thinking  man, 
to  what  purpose  are  you 
a  man  at  all? 
Samuel  Taylor  Coleridge 


Ideas  make  their  way  in  silence 

like  the  waters  that, 

filtering  behind  the  rocks 

of  the  Alps,  loosen  them  from 

the  mountains  upon  which  they  rest. 

Jean  d'Aubigne 


By  all  means  use  sometimes 
to  be  alone.  Salute  thyself; 
see  what  thy  soul  doth  wear. 
George  Herbert 


/  pity  any  fellow 
who  doesn't  enjoy  fishing. 
Fishing,  somehow,  stimulates 
reflection,  tempers  the  vicissitudes 
of  business  life,  encourages 
contemplation,  calms  one's  nerves. 
B.C.  Forbes 


You  can't  take  a  crash  course 
in  serenity. 
Shirley  MacLaine 


Anglers  boast  of  the  innocence  of 
their  pastime;  yet  it  puts 
fellow-creatures  to  the  torture. 
They  pique  themselves 
on  their  meditative  faculties; 
and  yet  their  only  excuse  is 
a  want  of  thought. 
Leigh  Hunt 


Every  man  has  a  secret  ambition: 
To  outsmart  horses,  fish 
and  women. 
Mark  Twain 


Work  has  a  greater  efiEect 

than  any  other  technique  of  living 

in  the  direction  of  binding  the 

individual  more  closely  to  reality; 

in  his  work,  at  least,  he  is 

securely  attached  to  a  part 

of  reality,  the  human  community. 

Sigmund  Freud 


Ideas  are  the  consequence  of 
hard  work;  and  the  execution  of 
them,  which  gives  them 
material  value  and  usefulness, 
involves  more  hard  work. 
William  Feather 


An  idle  man  is  a  kind  of  monster 

in  the  creation. 

All  nature  is  busy  about  him; 

every  animal  he  sees  reproaches  him. 

Joseph  Addison 


It  is  not  the  eye  that  sees 
the  beauty  of  the  heaven,  nor 
the  ear  that  hears  the  sweetness 
of  music  or  the  glad  tidings 
of  a  prosperous  occurrence, 
but  the  soul,  that  perceives 
all  the  relishes  of 
intellectual  perfection. 
Jeremy  Taylor 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  Minnie  L.  Simmons,  St.  Louis, 
Mo.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Love  not  sleep,  lest  thou  come  to 
poverty:  open  thine  eyes,  and  thou 
shah  be  satisfied  with  bread. 

Proverbs  20:13 
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SEPTEMBER  1, 1973  /  SEVENTY-FIVE  CENTS 


bURLlNGAME 

AUG  31  1973 
LIBRARY. 


Gambling 

The  Hottest  Growth 
Industry? 


010*76   VD         gwvi'Nnanfl 
sn  and  gwvoNnMna 


How  can  one  man  juggle  twenty  generating  units? 


Our  Operations  Center  at 
Pine  Blufif,  Arkansas,  makes 
it  easy  for  a  small  staff  to 
manage  the  immense 
generating  capability  of  the 
entire  Middle  South  Utilities 
System  and  thus  increases  the 
reliability  of  electric  energy 
supplies  throughout  Arkansas, 


Louisiana,  Mississippi  and 
Southeast  Missouri. 

With  the  aid  of  computers, 
the  men  at  the  controls  can 
distribute  power,  almost 
instantaneously,  between  the 
most  distant  points  of  the  system . 
Problems  can  be  predicted  and 
avoided.  Even  non-affiliated 


systems  can  exchange  power 
through  the  Pine  Bluff  facility. 
This  is  another  example  of 
thinking  ahead  by  Middle 
South.  We're  going  to  be 
adding  a  lot  more  generating 
units  during  the  coming 
decades.  At  Pine  Bluff,  we  have 
the  brain  to  handle  it. 


m 


MIDDLE  SOUTH  UTIUTIES,  INC. 
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As  GATX,  the  world's  largest  tank  car  lessor, 
we'd  like  to  point  out  that  our  beginnings  were 
appropriately  humble. 

It  was  back  in  1898  that  we  purchased  28 
used  refrigerator  cars,  refurbished  them  and 
offered  them  for  lease. 

Now,  75  years  later,  we  can  boast  of 
$2,200,000,000  in  total  corporate  assets. 

But  to  achieve  this  impressive  size,  we've 
also  been  quite  busy  in  areas  other  than  tank 
car  leasing. 

For  example,  ever  since  1925,  we've  been  in 
the  terminal  storage  leasing  business.  Now,  with 
facilities  in  major  North  American  ports  plus 
Europe  and  Asia,  we're  the  biggest  in  the  world 
in  that,  too. 

Our  finance  leasing  operation,  has  been 
growing  apace.  With  our  extensive  experience  in 
service  leasing,  it  was  a  natural  move  for  us  to 
go  into  finance  leasing  of  capital  equipment. 

With  the  addition  of  the  Marine  Transport 
Lines'  fleet,  we've  become  a  major  factor 
in  ocean-going  charters.  And  now,  through  our 


American  Steamship  Company,  we've  entered 
Great  Lakes  Shipping,  as  well. 

You  should  also  know  about  our  industrial 
equipment  group.  It  includes  the  Fuller  Company 
with  its  broad  line  of  engineered  products; 
the  steel  mill  equipment  and  services  of  The 
William  B.  Pollock  Company;  the  steel  plate 
fabrication  and  erection  services  of  the  Plate  and 
Welding  and  Custom  Fabrication  Divisions; 
plus  the  research  and  development  activities 
of  our  CARD  Division.  All  showed  strong 
profit  growth. 

And  our  other  activities,  including 
construction  and  real  estate  financing,  insurance 
and  banking,  round  out  our  balanced,  world- 
wide offerings. 

At  GATX  we  won't  say  that  our  first  success 
came  easy.  But  now  that  success  has 
come,  it's  come  often  enough  that  we'd  like 
you  to  know  about  it. 

GfflX^ 

Seventy-fifth  Anniwrsary\fear 

General  AmerkanTransportation  Corporation,  Chicago,  IL  60680 


1898. 

It  all  begins  with  our 

first  rail  car  lease. 


1925. 

We  enter  the  terminal 

storage  leasing  business. 


1954. 

We  begin  our  industrial 

equipment  group  of  companies. 


1968. 

We  enter  the  finance 

leasing  business. 


197Q 
We  become  a  major  factor 
in  ocean-going  charters. 


If  people  only  remember 

your  most  recent  success,  how  come  were 

still  known  as  the  tank  car  company? 


In  the  nine-to-five 
\NoM  of  business, 

there^  a  need 
bra  big  Ixinli that 
doesn't  watch 
the  clocic. 


Sometimea  a  business  needs  a 
ank  that  doesn't  observe  troditional 
anking  hours  — or  troditional  lines  of 
?sponsibility. 

Recently,  the  treasurer  of  a  large 
lew  York  City  newspaper  called  one 
f  our  branches  after  5  p.m.  with  an 
mpossible"  request. 

The  paper  needed  cash  to  meet 

payroll  by  the  following  morning  or 

e  faced  with  a  crippling  strike.  Yet  the 


ember  FDIC 


bank's  city  office  vaults  were  closed, 
and  getting  the  cash  from  a  suburban 
office  posed  time  and  security  prob- 
lems. 

Impossible? 

Not  for  our  bank  or  our  bankers. 
One  of  our  branch  officers  quickly 
went  to  work  to  marshal  the  funds 
from  other  sources.  In  a  matter  of 
hours,  the  required  payroll  cash  was 
delivered  under  armed  guard  to  the 


newspaper. 

The  result:  the  union  contract 
was  met,  and  the  presses  continued 
to  roll. 

This  ability  to  get  involved  — 
quickly  and  personally— may  seem 
unusual  in  an  $18-billion  bank  like 
Manufacturers  Hanover  But  then 
again,  our  bankers  are  unusual  in 
the  world  of  big  money. 

They  respond. 


MANUFACTURERS  HANOVER 

Vsk  roll  up  our  sleeves  and  get  the  job  done. 


Canon  drInters  are  iviuiriplyiNq. 


Canon  has  stepped  up  its  line  of  printing  calculators: 
Not  only  with  new  models,  but  with  new  features  that 
make  them  more  versatile— and  more  useful— than  ever. 

Our  new  12-digit,  one-memory  Canola  MP1212  can  be 
used  two  ways:  either  as  a  printer  with  display— to 
facilitate  entry-checking  or  to  calculate  procedures  with 
display,  record  results  on  tape— or  with  display  alone. 

And  it  carries  more  features  than  any  other  display- 
printer.  Including  percentage  key  for  add-on  and  discount. 
Reverse  and  shift  keys.  Repeat  addition  and  subtraction. 
An  item  counter  for  keeping  track  of  the  number  of  entries. 

Like  all  Canon  desktop  printers,  the  MP1212 
has  Canon's  unique  non-add  key  for  itemizing  numbers 
on  the  left  side  of  the  tape.  Numerals  on  the  tape 
are  clear  and  easy  to  read. 

If  you  want  all  the  features  of  the  IV1P1212  but  don't 
need  the  display,  see  our  Canola  MP1210. 

Then  there's  our  14-digit  Canola  MP142R, 
the  most  sophisticated  printer  Canon  has  ever  offered. 


It  has  two  versatile  memories.  The  first  can  be 
used  both  live  and  as  accumulative.  The  second  can  be 
used  live  or  for  sum  operands. 

In  addition,  the  MP142R  features  a  percentage  key  for 
add-on  and  discount.  A  square  root  key.  A  sum  operands 
key,  convenient  for  average  unit  pricing  or  standard     ' 
deviation.  Floating  or  preset  decimal  system. 
Automatic  roundoff. 

The  14-digit,  selective  memory  Canola  MP141 
is  our  all-around  office  printer.  Has  reverse  and  shift  keys, 
add-mode  setting,  underflow  system,  and  electronic 
digit  indicator.  Performs  repeat  addition  and  subtraction. 

Canon.  Meeting  the  multiplying  needs  for  more  and 
more  sophisticated  printing  calculators. 


CanoiaMF141 


Canola  MP1210 


Canola  MP1212 


Canon 

Electronic  Calculators 

Canon  USA,  Inc.,  10  Nevada  Dri^Xake  Sue, >  >,  New  York  11040 

Canon  USA,  Inc..  457  Fullerton  Avenue.  Elmhurst,  Illinois  60126 

Canon  Optics  &  Business  Machines  Co..  Inc.,  123  East  Paularino  Avenue,  Costa  Mesa.  C.jlifornia  92626 

Canon  Optics  &  Business  Machines  Canada,  Ltd..  3245  American  Drive,  Mississauga,  Ont.ino.  Candida 
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James  Flanigan 
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The  Packaging  of  a  Product 

In  this  issue  Forbes  focuses  on  gambling— not  because 
we  recommend  it  or  approve  of  it,  but  because  we  see 
powerful  evidence  that  gambling  is  on  its  way,  if  not  to 
respectability  at  least  to  legality  and  acceptability.  How 
could  it  be  otherwise  in  our  mildly  hedonistic  society? 

The  story  was  written  and  researched  by  James  Flani- 
gan, who  confesses  to  having  been  an  enthusiastic  crap- 
shooter  in  his  U.S.  Army  days  but  says  that  othei-wise 
gambling  leaves  him  cold. 

In  visiting  Nevada's  legal  gambling  spots,  Flanigan 
found  that  the  modem  magnates  are  no  slouches  at  busi- 
ness technique.  They  have,  for  example,  products  for  ev- 
ery purse.  In  Reno  he  found  workingmen  and  their 
wives  playing  slots,  saw  one  fellow  shoot  craps  while 
drinking  Budweiser  straight  out  of  the  bottle.  In  Las 
Vegas  he  saw  the  other  end  of  the  spectrum:  fleets  of 
Cadillacs  and  Mark  IVs  and  fur  stoles  in  the  middle  of  the  desert. 

It's  all  skillfully  merchandised,  Flanigan  reports.  Alan  Lee,  entertainment 
director  of  Las  Vegas'  Tropicana  Hotel,  explained  how  nightclub  acts  are 
carefully  selected  to  pull  the  kind  of  people  who  will  pay  off  at  the  gam- 
bling tables.  "I  don't  book  rock  acts,"  he  said,  "because  I  don't  want  kids; 
they  haven't  got  the  money.  Country  and  Western  stars  are  good  for  pack- 
ing the  hall,  but  the  audience  goes  home  as  soon  as  the  show's  over.  That 
I  don't  need."  Vegas  is  the  last  holdout  of  the  nightclub  business.  Else- 
where, costs  are  driving  the  old  nightclubs  under;  in  Vegas,  the  clubs 
don't  have  to  pay  their  way. 

Everything  about  Las  Vegas,  says  Flanigan,  is  gaudy  and  at  least  slightly 
sexually  suggestive.  But  the  sinfulness  is  mosdy  veneer,  like  the  shiny, 
oversized  breasts  on  the  sculptured  Cleopatra  that  adorns  the  lobby  cock- 
tail lounge  in  Caesar's  Palace.  The  sin  is  more  the  packaging  of  the  product 
than  it  is  the  product  itself,  which  is,  purely  and  simply,  gambling. 

Flanigan's  favorite  interview  for  the  story  was  with  a  reformed  (at  the 
district  attorney's  request)  bookie,  who  seemed  more  interested  in  talking 
about  his  son's  college  education  than  about  the  economics  of  bookmaking. 
It  was  this  ex-bookie,  Flanigan  says,  who  perhaps  best  summed  up  the 
prevailing  attitude  toward  gambling:  "Illegal  gambling,"  the  ex-bookie  said, 
"existed  only  because  of  unnatural  laws,  laws  that  restrict  something  the 
people  want  to  do."  Modem  Americans,  unlike  their  forebears,  seem  little 
inclined  to  legislate  or  enforce  "unnatural  laws,"  less  likely  to  try  forcing 
other  people  to  abstain  from  things  they  may  enjoy  doing. 

With  this  story,  Flanigan  says  good-bye  for  a  while  to  American  folklore. 
After  2J2  years  as  head  of  our  Washington  bureau,  he  is  taking  over  our 
European  bureau,  headquartered  in  London.  A  former  New  York  Herald- 
Tribune  reporter  in  New  York  and  Paris,  Flanigan,  37,  joined  Forbes  in 
1966.  He  worked  in  New  York  and  Los  Angeles  for  Forbes  before  going  to 
Washington  in  1971.  Succeeding  him  in  Washington  is  James  Srodes,  33, 
presently  staff  writer  in  our  Washington  bureau.  Srodes  was  chief 
economics  writer  for  United  Press  International,  and  tax  and  securities  law 
specialist  for  McGraw-Hill  before  joining  Forbes  in  1971.  His  story  on  the 
folly  and  coming  banishment  of  tax  shelters   (p.  19)   is  our  lead  story.   ■ 
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Your  secret 

is  safe  with 

Don  Raburn. 

Because  he  understands 
the  confidential  nature  of 
many  inquiries  he  re- 
ceives regarding  possi- 
ble locations  of  plants, 
warehouses  and  offices 
in  Dallas.  So  .  .  .  although 
Don  knows  a  great  deal 
about  available  office 
space  and  industrial  prop- 
erties, (as  well  as  every- 
thing else  you  may  want 
to  know  about  Dallas)  .  .  . 
he  also  knows  enough  to 
keep  your  inquiry  strictly 
confidential. 


DALLAS  POWER  &  LIGHT  COMPANY 
Member  of  Texas  Utilities  Company  System 


Call  or  mail  this  coupon  (in  a 

plain  brown  envelope  if  you  like) 
TO:  Don  Raburn,  Manager, 
Econonnic  Development,  Dallas 
Power  &  Light  Company,  1506 
Commerce,  Dallas,  Texas  75201 . 
Phone:(214)747-4011. 


Please  send: 

(  )  Dallas  fact  book 

(  )  Dallas  industrial  map 

(  )  Dallas  office  location  study 

(  )  I  riave  questions,  call  me. 


Name. 
Title_ 


Company. 
Address  _ 
Ptione 


Trends  &Tangents 


Washington 


Old  Soldiers  . . . 

According  to  the  Defense  Depart- 
ment, in  fiscal  1973  the  cost  of  the 
miUtary  retirement  system  is  estimated 
at  $4.4  billion.  By  the  year  2000, 
according  to  present  projections,  it 
will  exceed  $25  billion. 


Foreign 


Supermark 

Remember  how  Charles  de  Gaulle 
fumed  in  the  Sixties  about  U.S.  corpo- 
rations trying  to  buy  up  French  firms 
using  "overvalued"  dollars?  Now  it's 
the  Germans'  turn  as  they  invade  the 
rest  of  Europe— including  France— 
with  their  supermark.  German  direct 
corporate  investment  hit  $1  billion  in 
the  first  three  months  of  this  year, 
equivalent  to  all  German  direct  in- 
vestment outside  Germany  in  1972. 
Germans  are  busy  buying  assets  with 
their  supermoney  while  they  may. 

Natural  Rubber 

"Grown-to-order"  rubber  trees,  a 
recent  development  in  plant  genetics, 
are  one  means  by  which  suppliers  may 
meet  the  growing  demand  for  natural 
rubber  in  Western  markets.  The  Rub- 
ber Research  Institute  of  Malaya  has 
announced  a  technique  that  makes  it 
possible,  via  tissue  transplants  and 
artificially  induced  mutations,  to  pro- 
duce in  the  test  tube  plants  with  high 
latex  yield  and  good  wind  and  disease 
resistance.  Growers  could  obtain  an 
unlimited  number  of  identical  "copies" 
of  an  original  tree.  The  process  is 
faster  than  nursery  growing,  extends 
plants'  high-productivity  periods  and 
boosts  total  yield.  Producers  also  rely 
on  growth  stimulants,  which  alone 
add  as  much  as  15%  to  output  and 
could  lift  natural  rubber  supply  1.75 
million  long  tons  by  1980. 

Mushroom  Growth,  Sort  of 

Last  year  Glorox  Co.  found  what 
it  thought  was  the  ideal  way  to  ex- 
pand overseas:  acquire  Australia's 
Kiwi  International,  which  distributes 
a  wide  line  of  household  products  in 
173  countries.  But  howls  of  protest 
from  Australians,  who  believe  that 
the  U.S.  and  Japan  already  control 
too  much  of  their  economy,  sank  that 
project.  Now  Clorox  is  trying  again 
for  an  overseas  toehold,  this  time  with 
Country  Kitchen  Foods  of  Great  Brit- 
ain. Country  Kitchen,  which  grows 
and  markets  mushrooms  only  in  En- 
gland, is  a  far  less  ambitious  acquisi- 


tion than  was  worldwide  Kiwi.  But 
precisely  because  it  is  a  one-nation 
operation,  Clorox  doesn't  expect  anti- 
trust objections  from  the  Justice  De- 
partment. Clorox'  B-in-B  mushrooms 
are  sold  only  in  the  U.S.;  therefore 
its  domestic  market  share  would  not 
be  increased  by  the  acquisition. 


Business 

'A  Question  of  Expediency 

Time  was  when  ITT's  personnel  of- 
fice was  flooded  with  resumes  from 
bright  young  MB  As  anxious  to  work 
for  Chairman  Harold  Geneen.  But 
times  have  changed.  In  past  weeks, 
ITT  has  been  dispatching  four-page 
recruiting  letters  to  recent  business 
school  graduates,  complete  with  quick 
reply  forms,  offering  all  sorts  of  mid- 
dle management  positions.  "Expedi- 
ency on  your  part  will  mean  expedi- 
ency on  our  part,"  states  the  letter— in 
an  unwitting  grammatical  slip. 

Beware  of  the  Babies 

There  is  hardly  an  investor  who 
wouldn't  want  to  buy  stock  in  tomor- 
row's IBMs  and  du  Fonts.  So  each 
summer  California  Business,  a  West 
Coast  weekly  newspaper,  asks  western 
security  analysts  to  nominate  "baby 
blue  chips."  This  year's  top  ten  are 
(Continued  on  page  73) 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PI^ESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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Now  Emcon  is  International. 
It's  the  biggest  breakthrough  in  shipping  freight 

since  the  airplane. 


Up  until  now,  it  might  have  taken  hours  to  obtain 
information  about  your  shipment  from  your  air  freight 
carrier. 

And  if  you  were  shipping  abroad,  it  might  have 
taken  even  days. 

We've  just  changed  all  that.  Now  there's  Emcon. 
Now  if  you're  in  the  U.S.,  you  can  have  this  information 
in  10  seoGnds.  And  if  you're  outside  the  U.S.,  we'll  get 
it  to  you  in  less  than  60  minutes. 

Emcon  is  Emery  Air  Freight's  exclusive  computer 
system  for  keeping  track  of  shipments.  And  what  planes 
did  to  speed  shipments  is  exactly  what  Emery  does  for 
keeping  track  of  them.  We  can  tell  you  exactly  where 
your  shipment  is  from  the  time  we  pick  it  up  to  the  time 
wedelivepit. 

Think  of  what  that  means  in  terms  of  safety.  It  means 
no  matter  where  your  shipment's  going,  there's  no  way 
it  can  be  lost.  No  more  long  distance  phone  calls. 


cables  or  false  trips  to  the  airport. 

The  Emcon  computer  system,  incidentally,  is  so 
advanced  not  one  of  our  competitors  is  within  5  years 
of  having  anything  like  it. 

There's  another  advantage  to  shipping  with  Emery 
you  should  know  about.  Nobody— repeat,  nobody— can 
get  your  shipment  from  where  it  is  to  where  you  want  it 
faster  than  Emery. 

That's  because  at  Emery,  we  reserve  space  on  every 
key  flight  of  every  key  airline,  every  day. 

So  your  shipment  is  assured  of  getting  on  the  best 
flight.  Every  time. 

If  Emery  sounds  like  the  air  freight  company  you 
should  be  doing  business  with,  why  not  call  us. 

There  are  102  Emery  offices  all  around  the  world. 
And  you  can  call  any  one  of  them,  24  hours  a  day, 
7  days  a  week. 

And  the  nice  thing  is,  they're  all  hooked  into  Emcon. 


We're  the  best  because  we're  the  fastest  and  the  safest. 


Attention  Fleet  Buyers, 


Mercury  Montego  For  1974! 


Montego  MX  Brougham  with  optional 
Custom  Trim,  radio,  remote  control  mirror, 
opera  windows,  white  sidewall  tires 
and  bumper  protection  group. 


The  personal-size  car  with  luxurious 
ride  and  new  luxury  interior.  Backed 
by  our  Guaranteed  Value  Plan. 


Our  Guaranteed  Value  Plan  is  for  fleet  accounts 
purchasing  ten  or  more  vehicles  in  the  current  or 
preceding  period.  An  exclusive  from  Lincoln- 
Mercury,  the  Guaranteed  Value  Plan  protects  the 
original  purchaser  against  losses  from  unexpected 
drops  in  the  overall  level  of  used  car  prices. 

By  specifying  a  guaranteed  wholesale  value  equal 
to  or  greater  than  the  Automotive  Market  Report 
published  wholesale  value  for  the  quarter  and 
zone  in  which  your  car  is  removed  from  service. 
Guaranteed  Value  Plan  gives  you  an  exact  basis 
for  estimating  depreciation.  Otherwise,  GVP  will 
pay  you  the  difference. 

Behind  such  a  unique  plan  are  sound  products — 
our  new  Mercury  product  offerings  for  1 974.  One 
beautiful  example:  the  Mercury  Montego  MX 


Brougham.  A  smooth -riding  personal -size  car 
with  one  of  the  widest  stances  in  its  class  and  the 
same  type  suspension  system  as  on  our  most 
expensive  luxury  car,  Montego  for  74  offers  on 
the  inside  an  exceptional  degree  of  luxury  for 
fleet  buyers  to  consider. 

If  you  would  like  to  know  more  about  our 
Guaranteed  Value  Plan,  write  Lincoln-Mercury 
Division,  Leasing  &  Fleet  Sales,  3000  Schaefer 
Road,  Dearborn,  Michigan  48121. 

All  1974  cars  must  meet  federal  emissions  standards  before  sale. 


Lincoln-Mercury  Division 


Readers  Say 


Dishonesty  Destructive 

Sir:  The  point  that  Xerox  CEO 
Peter  McColough  makes  {Other  Com- 
ments, July  1)  is  an  important  one, 
namely,  that  often  people  in  organi- 
zations are  deluded  by  dishonest  ap- 
praisals. The  major  reason  for  such 
dishonest  appraisals  is  the  feeling  of 
guilt  on  the  part  of  superiors  who  feel 
that  negative  appraisal  is  a  destruc- 
tive act.  This  is  probably  the  most 
pervasive  of  all  management  sins. 

—Harry  Levinson 
Cambridge,  Mass. 

Big  Beef  from  Mac 

Sir:  You  misunderstood  some  of 
the  remarks  of  Mr.  Den  Fujita,  pres- 
ident of  McDonald's  Co.  (Japan) 
Ltd.  in  your  May  15  article  on  U.S. 
fast-food  companies  in  Japan.  Mr. 
Fujita  did  comment  that  "It  is  getting 
very  difficult  to  get  beef  for  ham- 
burgers." However,  he  has  secured  the 
necessary  meat  supply  for  our  fast- 
growing  Japanese  market.  The  article 
quoted  Mr.  Fujita  as  expecting  sales 
to  reach  $33  million  by  1978.  This 
sales  figure  will  be  reached  much 
sooner,  possibly  in  1974,  and  certain- 
ly by  1975.  Above  all,  we  have  an 
excellent  relationship  with  Mr.  Fujita. 
His  efforts  have  enabled  us  to  achieve 
tremendous  success  in  Japan. 

—Edward  Lifmann 

Managing  Director, 

McDonald's  International 

Oak  Brook,  111. 

If  the  Shoe  Were  . . . 

Sir:  Your  editorial  supporting  vol- 
untary overtime  {Aug.  1)  was  sur- 
prising since  I  had  assumed  you  were 
familiar  with  the  problems  of  meet- 
ing schedules  and  deadlines.  How  tol- 
erant would  you  be  if  some  of  your 
key  writers  failed  to  meet  a  deadline 
and  wouldn't  work  Saturday  and  Sun- 
day to  do  it,  thus  causing  delays  in 
issuing  your  magazine? 

— H.C.  Robertson 
DeKalb,  111. 

Accounting  for  Texaco 

Sir:  The  article  "Who  Shall  Pre- 
vail" {The  Numbers  Game,  Aug.  J) 
states  that  Texaco  defers  the  bulk  of 
its  drilling  expenses.  Texaco  expenses 
all  of  its  drilling  expenditures  appli- 
cable to  dry  holes  in  the  U.S.  as  in- 
curred. For  the  five-year  period  1968- 
72,  they  totaled  $237.9  million  and 
averaged  about  $47.6  million  a  year. 
Texaco  capitalizes  and  amortizes  all 
drilling  expenditures  applicable  to 
(Continued  on  page  74) 
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Facts  for  your  portfolio  on 


FERRO 


Ferro  sets 

aU  time  records 

for  second  quarter 

andhalfyear 


•  Ferro  Corporation  consolidated  net  sales  for  the  first 
six  months  in  1973  were  18.4%  above  the  first  half 
in  1972. 

•  Net  earnings  for  the  first  half  were  39.6%  above  the 
same  period  last  year. 

•  Consolidated  net  sales  for  the  three  months  ended 
June  30,  1973  were  19.1%  above  the  same  quarter 
in  1972. 

•  Net  earnings  for  the  second  quarter  were  33.1%  above 
1972. 

CONSOLIDATED  RESULTS  Six  Months 

Ended  June  30 

(Thousands  of  dollars)  1973              1972 

•  Net  Sales $117,773        $99,481 

•  Income  Before  Taxes 14,688          10,597 

•  Income  Taxes 6,300           4,588 

•  Net  Income 8,388            6,009 

•  Earnings  per  share 
based  on  average 

shares  outstanding $2.05  $1.52 

NOTE: 

Included  in  the  above  earnings 

per  share  figures  is  an 

apportionment  of  the  estimated 

gain  for  the  year  from 

currency  changes,  as  follows:  $0.24  $0.03 

Write  for  our  latest  financial  report:  Dept.  F-0901. 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


® 


FERRO 

CORRORATION 
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Lef s  shield  roadside  pillars 
before  they  become  killers. 


Too  many  solid  concrete  obstructions  like  these  are  being  left  completely 
unshielded,  and  they're  taking  too  many  lives. 

But  there's  a  way  to  correct  this  deadly  hazard  before  it  results  in  a  needless 
disaster.  A  properly-placed  guardrail  or  an  energy-absorbing  crash  cushion 
shielding  these  pillars  would  give  an  errant  motorist  a  good  chance  of  survival. 

We'll  never  eliminate  human  error  on  our  highways.  But  with  enough  public 
awareness  and  concern,  we  can  reduce  the  number  of  roadside  deathtraps  that 
kill  and  maim  thousands  of  Americans  every  year. 

State  Farm  Mutual  has  put  together  a  booklet  to  show  you  what  we  can  do  to 
correct  many  of  these  highway  hazards— and  prevent  unnecessary  tragedies. 
Write  for  it:  Deathtraps,  Dept.  F., 
State  Farm,  Bloomington,  Illinois  61701. 

Lef  s  do  away  with  our  roadside  deathtraps 
before  they  do  awky  with  us. 


""^"'  1  Like  a  good  neighbor, 
State  Farm  is  there. 


STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY.  Home  Office:  Bloominglon,  Illinois 


I 

i 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


MONEY  IS  TOO 

With  interest  rates  at  9/2%  for  prime  borrowers  (which 
makes  it  10)2%  to  12%  for  95%  of  would-be  borrowers), 
money  has  simply  become  too  expensive  for  most  any 
sensibly  run  business  to  use  the  stuflF  profitably. 

This  record-high  cost  of  borrowed  money  will  break  the 
upward  spiral  quicker'n  you  think.  Which,  of  course,  is 
what  the  Fed  has  in  mind.  But  it  may  break  the  economy 
rather  than  just  brake  inflation.  It  takes  a  dumb  man  or  an 
extraordinarily  bright  one  (or  just  a  cocky  one)  to  think 
that  he  can  put  money  to  work  that  costs  him  12%  and 
still  get  an  appreciable  profit  on  it. 


EXPENSIVE 

So  business  expansion  and  modernization  that  requires 
borrowing  will  slow— is  slowing— sharply.  Housing  starts 
too.  Who's  going  to  build  or  buy  homes,  even  if  they  could 
get  loans  and  mortgages,  at  present  interest  rates?  And  re- 
tail sales  are  faltering  in  the  face  of  jumping  prices  and 
the  ever-greater  part  of  a  paycheck  devoured  by  food. 

The  only  bargain  buys  around  now  are  in  common 
stocks. 

Maybe,  though,  "at  this  point  in  time"  as  Watergaters 
are  wont  to  say,  the  declining  stock  market  is  telling  us 
something. 


INCREASINGLY,  A  COMPANY'S  CASH  FLOW 

will  deteiTninc  its  profit  flow. 


SO,  WHAT'S 

Beef  is  currently  in  short  supply  in  many  areas  of  the 
country.  The  price  has  rocketed,  and  at  many  a  meat 
counter  there's  none  to  be  had  at  any  price. 

That's  a  grave  national  crisis?  It's  a  threat  to  the  sur- 
vival, the  life  of  the  nation  and  people? 

Listen,  we'd  better  wake  up  to  the  fact  that  we  can  no 
longer  expect  to  have  all  the  beef  and  soybean  products 
and  certain  other  foodstuffs  available  in  ever-increasing 
quantities  and  at  former  prices.  We've  got  to  pay,  you 
know,  for  soaring  imports  of  oil  at  ever-higher  prices— not 


THE  BIG  BEEF? 

with  printing  press  greenies,  but  with  exports  of  things 
that  other  countries  want  from  us,  like  foodstuffs  that 
used  to  stuff  cattle  at  low,  often  subsidized  prices. 

If  this  country  never  had  anything  more  important  to 
beef  about  than  the  beef  shortage  and  the  absurd  prices 
for  it,  we'd  indeed  be  in  great  shape. 

So  you've  gotta  stop  eating  beef  or  at  least  much  less 
of  it  (and  some  other  things,  too)?  So  stop.  And  stop  cry- 
ing like  babies  about  it. 

Try  spaghetti— with  tomato  sauce. 


ANYBODY  WHO  THINKS  GOLD 

is  a  substitute  for  productivity  is  not  a  productive  thinker. 

CANADA  HAS  EVERY  RIGHT  TO  BUY  TEXASGIJLF 


Texasgulf  Inc.'s  CEO  and  top  aides  are  volubly  unen- 
thusiastic  about  Canada's  purchasing  enough  Texasgulf 
stock  to  control  that  company.  It  should  be  understood, 
though,  that  this  opposition  may  reflect  more  personal 
concern  than  concern  for  the  price  being  offered  stock- 
holders by  Canada. 

Without  examining  the  minutia  of  incumbent  U.S.  man- 
agement's cries  of  pain,  I  can  only  observe  that  if  Texas- 
gulf's  executives  have  compelling  reasons  why  the 
stock  is  worth  far  more  than  the  offer,  they  have  been 


(at  the  least)  derelict  in  not  revealing  those  reasons: 
Since  nearly  75%  of  Texasgulf's  operating  income  in  1972 
came  from  Canada,  I  cannot  conceive  of  a  more  logical 
candidate  for  pui-chase  by  Canadians  of  a  controlling  equity 
—at  a  market  price  that  appeals  to  present  shareholders. 
Wails  over  this  relatively  minor  attempt  by  our  north- 
ern neighbor  to  acquire  a  tiny  fraction  of  the  58%  of 
her  mining  industiy  controlled  by  American  companies  is 
neither  fair,  nor  fitting,  nor  realistic,  nor  legal,  nor  in 
our  own  country's  interest. 
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It^s  Indian  Summer,  a  suitable  tim,e  for  light  thinking  about  heavy  meals, 

NOTES  ON  NEW  YORK  RESTAURANTS 


Casa  Brasil-406  East  85th  St.  (Tel:  288-5284).  One 
of  the  tiny  handful  of  superior  liquor-licenseless  NYC  res- 
taurants, where  the  food's  the  thing,  the  whole  thing. 
Multiple  courses  with  a  limited  choice  on  two  or  three. 
It's  like  going  to  dinner  at  the  home  of  friends  noted  for 
their  cookability.  Do  your  cocktailing  ahead  of  time,  and 
don't  forget  to  bring  your  own  wine.  Reservations,  usually 
well  ahead  of  time,  are  essential. 

Chdteau  Henri  IV-37  East  64th  St.  (Tel:  RE  7-8818). 
At  a  World's  Fair  in,  say,  Albania,  this  castle-decorful 
place  would  be  a  smash.  In  fact,  it's  jam  full  here  with 
out-of-town  buyers  in  the  role  of  knights  tilting  lances 
with  their  ladies  of  the  night.  Not  too  much  of  the  ex- 
tensive, expensive  food  is  worth  spearing.  Why  the  cheer- 
fully infoimal  Italians  named  this  tourist  attraption  for  a 
dead  king  of  France  I  can't  imagine. 

TWO  KINDS 

Food  may  be  essential  as  fuel  for  the  body, 
but  good  food  is  fuel  for  the  soul. 

Christ  Cella-160  East  46th  St.  (Tel:  OX  7-2479).  The 
steaks— they  still  get— are,  usually,  outstanding,  but  would 
you  beheve  a  $50  to  $60  tab  for  two? 

The  Duck  Joint-1382  First  Ave.  (Tel:  861-1102).  Most 
highly  recommended  for  the  roast  duckling— generous, 
crisp  where  it  should  be  and  moist  where  it  should  be  and 
at  an  "unusual-for-New  York"  reasonable  price,  $5.95. 
Appetizers  varied  and  most  good,  but  the  Viennese  would 
never  recognize  what,  under  desserts,  is  called  "Sacher 
Torte."  Most  pleasant  decor,  cheerfully  prompt  service. 

SURE  SIGN  OF  AN  UNTOP  RESTAURANT 

Roquefort  or  blue  cheese  salad  dressing  that 
has    the    consistency    of    Milk    of    Magnesia. 

Forum  of  the  Twelve  Caesars-57  West  48th  St.  (Tel: 
757-3450).  This  fun-and-flames  restaurant  has  long  been 
a  favorite  for  tourists  with  an  unlimited  expense  account. 
I  tried  it  again  after  two  years  and  am  happy  to  say  the 
quality  of  the  food  is  coming  lots  closer  to  the  price.  Two 
outstanding  hot  hors  d'oeuvre:  both  mushroom  melanges. 

FROM  MY  LATEST  FORTUNE  COOKIE 

At  three-star  Hunam  (F6-C,  Sept.  1,  1972): 
"Nothing  recedes  like  success." 

Maxwell's  Plum-First  Ave.  &  64th  St.  (Tel:  628-2100). 
Having  spoken  so  well  long  ago  about  this  then-In  and 
swinging  restaurant,  we  now  have  to  raise  a  red  flag.  In 
place  of  two  stars,  less  than  none.  New  York's  knowledge- 
able Beautiful  People  have  gone— overrun,  crowded  out 
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by  what  appears  to  be  refugees  from  a  42nd  Street  clean- 
up. The  Hustle  is  greater  than  the  bustle.  The  food  in 
the  very  expensive  back  room?  The  chef  appears  to  have 
gone  out  along  with  the  In  People.  The  Plum  has  turned 
into  a  prune— another  Times  Square  tourist  trap,  mis- 
placed on  First  Avenue. 

Act  One-One  Tifnes  Square  (Tel:  695-1880).  Atop  the 
old  New  York  Times  Building  at  Times  Square,  this  gra- 
ciously decored  restaurant-with-views  is  the  only  pleasant 
oasis  in  this  grubby,  turmoily  area-and  the  food  and 
service  are  not  quite  as  bad  as  one  might  expect 
from  the  location. 

TIPPING 

Overtipping  is  a  shibboleth  of  the  Stingy  or  the  Uncer- 
tain. If  you've  got  it  and  are  moved  by  good  treat- 
ment, overtip  (whatever  that  is).  I've  never  heard  a 
recipient  complain  about  the  bad  taste  of  it. 

Lutece-249  East  50th  St.  (Tel:  PL  2-2225).  More  than 
ever  the  acme.  Now  entirely  owned  by  Meilleur  Ouvrier 
de  France  chef  Andre  Soltner,  Lutece  remains  a  unique, 
civilized  oasis  of  the  first  order.  It  would  be  4-star— if 
they  had  'em— even  in  France. 

Top  of  the  Pflrfc-Columbus  Circle  (Tel:  333-3800).  The 
view  of  New  York— the  Hudson  River  from  the  bar,  the 
East  River  from  the  dining  room— is  spectacular  and  see- 
able  from  wherever  you  sit.  The  food  is  first-rate  and,  be- 
lieve it  or  not,  relatively  reasonable.  The  prices  of  half 
a  dozen  imaginative  main  courses  range  from  $7.50  to 
$10.50  and  cover  the  complete  dinner.  Top  marks  for  this 
top  of  the  spectacular  Gulf  &  Western  Building. 

THERE'S  NO  HARDER  JOB 

in  the  world  than  running  a  good  restaurant. 

Fleur  de  Lw-141  West  69th  St.  (Tel:  874-9060).  A 
genuine  bistro,  unpretentious,  with  a  goodly  choice  of  tasty 
food.  Reasonably  priced,  it  meets  reasonable  expectations. 

Teddy's  Restaurant— 219  West  Broadway  (Tel: 
WO  6-2180).  Off  the  beaten  path-down  near  the  exit 
from  the  Holland  Tunnel— this  attractive  menuless  Italian 
restaurant  serves  up  the  most  bountiful  seven  courses  any 
gourmand  could  cope  with— and  most  of  it  most  tasty. 
Even  the  olives  and  celery  come  bathed  in  garlicky  oil. 
Worth  a  trip  if  Italian  food  is  your  thing. 

San  Marino-236  East  53rd  St.  (Tel:  PL  9-4130).  New 
York  has  a  number  of  adequate  to  good  Italian  restaurants 
but,  consistently,  this  is  the  best. 

SPEAKING  OF  FOOD 

To  waste  not  is  waistful. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Frustrated  Gourmet 

The  trouble  seems  to  be  that  res- 
taurants don't  employ  cooks  anymore, 
but  rather  people  who  work  in  the 
kitchen  as  on  a  production  line  in  an 
automobile  company. 

When  I  visited  the  hotel  in  Ithaca, 
which  is  operated  by  the  Cornell 
students,  I  peeped  into  some  of  the 
classes.  Among  the  lessons  they  were 
learning  that  day  were  that  you  should 
never  allow  the  food  costs  to  exceed 
30%  of  the  menu  price,  and  that  you 
can  get  more  money  for  "Ham  and 
Eggs  Hawaiian"  than  you  can  for 
simple  ham  and  eggs.  The  difference, 
I  was  told,  was  that  you  add  a  frac- 
tion of  a  slice  of  pineapple  and  a 
marshmallow. 

Too  many  Europeans  who  come 
to  this  country  and  become  restaura- 
teurs quickly  abandon  their  stan- 
dards and  go  in  for  dollar  chasing. 

—Gerald  M.  Loeb 
in  California  Living. 

Not-So-Hot  Dogs 

The  consumer  is  still  confronted 
by  such  pieces  de  resistance  as  the 
hot  dog,  which  by  law  can  contain 
69%  water,  salt,  spices,  corn  syrup  and 
cereal,  and  15%  chicken;  that  still 
leaves  a  little  room  for  goat  meat,  pigs' 
ears,   eyes,   stomachs,   snouts,  udders. 


bladders  and  esophagus— all  legally 
okay.  There's  no  more  all-American 
way  to  take  a  break  at  the  old  ball 
game  than  to  have  water  and  pigs' 
snouts  on  bun,  but  you  might  prefer 
to  go  heavier  on  the  mustard  from 
now  on. 

—Robert  Sherrill, 
New  York  Times  Book  Review. 

Controlled  by  a  Fork 

Thomas  B.  Reed,  Speaker  of 
the  House  of  Representatives 
in  the  1890s. 
Whoever  invented  the  fork  four 
hundred  years  ago  outraged  the  pub- 
lic sentiment  of  his  day.  Riots  took 
place  over  them,  and  at  least  one 
divine  preached  against  them  as  un- 
hallowed and  disrespectful  to  the 
Deity.  When  the  Pilgrim  Fathers, 
from  whom  all  Boston  is  descended, 
except  the  North  End,  landed  on 
Plymouth  Rock  not  one  solitary  fork 
bore  testimony  to  the  respectability 
with  which  it  is  evident  they  have 
been  too  hastily  credited.  Two  hun- 
dred years  ago  nobody  used  a  fork; 
to-day,  nobody  dares  to  use  anything 
else.  This  perpetual  control  of  man- 
kind by  itself,  this  constant  and  per- 
sistent demand  for  uniformity  so  irk- 
some to  all  innovators,  so  repressing 
to  all  improvements,  must  be  a  terri- 
ble necessity.  .  .  . 


The  reason  why  the  race  of  man 
moves  slowly  is  because  it  must  move 
all  together.  The  poor,  the  ignorant, 
the  downtrodden  are  always  saying  to 
the  rich  and  educated,  inarticulately 
too  often,  but  with  a  voice  that  brooks 
no  denying,  if  you  advance  you  must 
take  us  with  you.  .  .  . 
—Contributed  by  Robert  S.  Gallagher 
in  American  Heritage. 

Getting  Even 

Start  with,  say,  ten  thousand  em- 
ployees. Put  them  all  in  one  building 
and  divide  them  into  departments. 
When  communication  breaks  down, 
develop  inter-  and  intra-office  memo 
forms,  job  descriptions  and  a  police 
manual.  When  expenses  begin  to  get 
out  of  hand,  develop  rigid  salary  limits 
and  layers  of  salary  committees.  De- 
velop purchasing  fonns  and  proce- 
dures so  that  it  takes  six  months  to  get 
a  desk  lamp.  When  the  best  people 
get  frustrated  and  leave,  the  salary 
limits  will  ensure  that  each  will  be 
replaced  by  a  warm  body.  At  this 
point,  Leo  Rosten's  Law  (second-rate 
people  hire  third-rate  people)  will 
take  over.  Soon  you'll  have  sixteen 
thousand  sullen  timeservers,  each  bit- 
terly resentful  of  customer  intrusions 
and  bent  on  getting  even  with  the 
company  any  way  they  can. 

—Robert  Townsend,  Horizon. 


CAIVCER— PLAN  FOR  THE  UNPLANNED 


President  Nixon  reflected  Amer- 
icans' deep  concern  about  cancer 
when  he  declared  an  all-out  fed- 
eral effort  to  conquer  it  in  his  1971 
State  of  the  Union  message. 

What  has  happened  since? 

Not  as  much  as  once  hoped. 

The  major  reason:  a  fight  be- 
tween two  federal  agencies  over 
distributing  the  money. 

Traditionally,  the  National  Can- 
cer Institute  distributed  a  little 
over^half  of  the  federal  cancer  re- 
search funds  to  independent  re- 
search projects  approved  by  advi- 
sory committees  dominated  by  non- 
government doctors,  and  the  rest 
to  projects  initiated  by  itself. 

The  Office  of  Management  & 
Budget  would  like  to  abolish  those 
advisory  boards,  because  it  re- 
gards them  as  too  unwieldly  to  be 
"readily  compatible  with  targeted 
or  directed  research  to  achieve  na- 
tional objectives,"  and  because  of 
conflicts    of   interest— doctors    must 


sometimes  pass  judgment  on  their 
own  research  projects.  The  NCI 
disagrees,  citing  the  need  for  non- 
government scientific  opinion. 

Alas,  it  is  difficult  to  see  how 
victory  for  either  side  will  much 
enhance  the  Nixon  objective  on 
cancer.  For  both  agencies  believe 
strongly  in  a  heavily  centralized 
approach  to  cancer  research. 

If  there  is  any  lesson  to  be 
learned  from  all  the  hundreds  of 
millions  of  dollars  spent  over  the 
decades  trying  to  cure  cancer,  it 
is  that  the  medical  profession 
knows  precious  little  about  it.  Can- 
cer will  not  be  conquered  by  bud- 
get-minded OMB  bureaucrats  nor 
by  NCI  medical  czars  pushing  pet 
theories.  Medical  history  is  too  full 
of  major  breakthroughs  occurring 
by  accident  rather  than  design. 

The  OMB  attitude  is  understand- 
able; centralized  control  makes 
money  more  "accountable." 

But  the  NCI  attitude  is  less  so. 


The  recently  released  master  plan 
for  carrying  out  the  President's  in- 
tensified program  for  attacking 
cancer  is  overly  structured,  packed 
with  specific  objectives  for  re- 
search money.  But  experience  sug- 
gests a  need  for  a  far  more 
flexible,  imaginative  approach  in 
dispensing  federal  research  dol- 
lars. The  NCI  did  consult  with 
many  nongovernment  scientific 
groups.  But  today's  ideas  should 
not  be  frozen  into  the  plans  of 
tomorrow. 

As  Dr.  James  Watson,  Nobel- 
prize  winning  biochemist,  told  the 
Wall  Street  Journal,  "You  can't  plan 
the  conquest  of  cancer  because  you 
don't  know  what  it  is.  You  hope 
for  unplanned  observations." 

Unfortunately,  neither  the  OMB 
nor  the  NCI  is  allowing  for  en- 
couraging "unplanned  observa- 
tions"—from  whence  so  often  come 
the  breakthroughs. 

—M.S.  Forbes  Jr. 
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Sometimes  the  grass  is  greener 
on  your  own  side  of  the  fence. 


At  Richmond  Corporation  we  firmly 
believe  in  staying  in  our  own  field. 
Sticking  with  what  we  know.  Namely, 
financial  services. 

So,  although  we're  flexible,  you 
haven't  found  us  acquiring  companies 
unrelated  to  our  present  affiliates. 

Because  staying  with  products 
and  services  we  know  (aimed  at 
markets  we  understand)  does  more 
than  save  time,  money  and  costly 
mistakes.  It  amplifies  our  opportuni- 
ties for  joint  ventures  and  cross- 
marketing  considerably. 


Richmond  Corporation. 

We're  a  holding  company  with 
eleven  affiliates  in  insurance,  mutual 
funds,  real  estate  and  allied  financial 
services.  With  consolidated  assets  of 
more  than  a  billion  dollars. 

Marketing  interrelated  products 
and  services  throughout  the  U.  S., 
Canada,  Puerto  Rico,  the  Bahamas, 
Guam  and  the  Virgin  Islands. 

How  green  has  the  grass  been  on 
our  side  of  the  fence? 

The  five  year  figures  tell 
the  story. 


Net  operating  income  per  share 
$4.00 

■■1 

1 

2.00  ^...^^■■■^H 

1.00 

.00 

1968        69        70        71        72 

RICHVIOISD 

CORPORATION 

Look  into  us  for  all  we're  worth. 


Richmond  Corporation,  91 4  Capitol  St ,  Richmond,  Virginia  2321 9/The  Life  Insurance  Company  of  Virginia/Lawyers  Title  Insurance  Corporation/Lealherby 
Companies,  Inc/Morton  G  Thalhimer,  Inc /Insurance  IVlanagement  Corporation/First  Virginia  Management  and  Research  Corporation/DANAC  Real 
Estate  Investment  Corporation/Systems  Engineering  Corporation/Insurance  Finance  Company/ Actuarial  Planning  Inc. /Old  Equity  Financial  Corporation 


But  Don't  Hurry 


Forbes 


Last  call  for  the  Mexican  vegetable  rollover  and  other  syndicated 
tax-shelter  schemes.  Congress  is  about  to  do  them  in. 


Brokerage  house  salesmen  love 
them:  hot  merchandise  to  bring  the 
customers  back.  These  were  the  syn- 
dicated tax  shelters,  tax-shelter  deals 
sold  in  relatively  small  pieces  to  up- 
per-income, but  not  necessarily 
wealthy,  taxpayers.  Marketed  in  pack- 
ages costing  as  little  as  $1,000,  they 
promise  to  do  for  John  Doe  what 
tax  shelters  had  already  done  for 
John  Rockefeller. 

In  1970  there  were  about  145  such 
shelters  filed  with  the  National  As- 
sociation of  Security  Dealei-s.  Last 
year  there  were  539  tax-shelter  plans 
worth  $3.2  billion.  This  year  the  num- 
bers looked  higher  yet. 

But  now  the  Government  is  getting 
ready  to  blow  the  whistle. 

Tax-shelter  reform  is  one  issue 
where  both  President  Nixon  and  the 
Congress  are  in  full  agreement.  A 
Nixon  Treasury  plan  will  in  effect 
eliminate  sheltered  syndications;  it  is 
almost  certain  to  clear  the  House 
Ways  &  Means  Committee. 

The  Internal  Revenue  Service  last 
year  realized  that  the  growth  of  syn- 
dications would  do  the  Government 
out  of  $.1  billion  in  tax  revenues— 
twice  the  loss  of  a  few  years  ago. 
The  Nixon  proposals  on  a  minimum 
tax  and  ending  tax  shelters  will  net 
the  Government  $800  million  in  its 
first  year  of  operation  alone.  This  will 
almost  pay  for  the  costs  of  two  other 
reform  items— tax  credits  for  the  elder- 
ly and  for  parochial  schools. 

Every  member  of  the  House  and 
one-third  of  the  Senate  face  tough 
off-year  election  campaigns  next  year. 
Here  is  the  opportunity  to  do  some- 
thing for  old  folks,  schools  and  at 
the  same  tjme  strike  a  blow  at  "tax 
dodging"— all  in  the  same  bill. 

In  a  sense,  the  promoters  of  syn- 
dicated tax  shelters  have  themselves 
to  blame.  As  any  smart  businessman 
knows,  the  only  tax-shelter  plan  that 
makes  real  sense  is  one  that  is  a 
profitable  investment  in  its  own  right. 
But  not  all  buyers  of  the  shelter  plans 
were  smart  businessmen.  Some  peo- 
ple bought  them  as  an  ego  trip;  doing 
what  the  rich  do.  Still  others  were 
misled  by  overzealous  salesmen. 
Many  of  the  plans  simply  did  not 
make  sense  from  a  business  point  of 
view,    often    because    they    were    so 


Vegetables  shelter  money  from  taxes, 

heavily  loaded  with  commissions  and 
with  the  promoters'  share  that  the 
only  "return"  to  the  investor  was  the 
tax-saving  itself. 

Oil-drilling  programs,  real  estate 
syndications  and  cattle  deals  are  the 
most  common  tax  shelters,  but  in- 
genious promoters  have  developed 
weird  schemes.  Listen  to  New  York 
attorney  Martin  D.  Ginsburg: 

"Now  you  have  funds  for  rose- 
bushes, macadamia  nuts  and  a  real 
sweetheart  called  the  Mexican  vege- 
table rollover.  I  have  clients  telling 
me  the  guy  at  the  next  locker  at  the 
golf  club  says  he  doesn't  pay  any 
taxes  this  year  and  what  kind  of  a 
tax  lawyer  am  I  supposed  to  be?" 

A  Mexican  vegetable  rollover?  Cur- 
rent tax  laws  require  that  farm  op- 
erating costs  must  be  expensed  in  the 


but  who  shields  vegetables  from  locusts? 

year  they  occur.  They  cannot  be  in- 
ventoried or  carried  over.  A  rollover 
syndicator  takes  his  clients  south  of 
the  bolder  wheie  they  invest  in  a 
Mexican  vegetable  operation  that  be- 
gins planting  late  in  the  year;  all  the 
operating  costs  of  planting  and  cul- 
tivating are  attributed  to  the  tax 
year  ending  Dec.  31,  but  none  of 
the  income  is. 

The  rest  is  simple,  on  paper.  Har- 
vesting starts  late  in  January  and  the 
crops  are  rushed  to  the  U.S.  vege- 
table markets  at  premium  prices  well 
before  American  farmers  get  started. 
They  are  juicy  losses  for  last  year  and 
juicy  profits  to  be  reinvested  at  lei- 
sure later  this  year. 

But  look  what  happened  to  clients 
of  Herrick  K.  Lidstone,  who  told  Ways 
&    Means    Committee    members    this 
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spring  that  he  had  been  the  lawyer 
for  the  largest  Mexican  rollover  plan 
syndicated  to  date.  Mr.  Lidstone 
confessed: 

"Unfortunately,  Mexico  had  floods 
during  the  fall  of  1971  which  post- 
poned planting.  Then  they  had  a  rath- 
er frightening  hot  spell  in  January 
which  matured  the  vegetables  about 
30  days  early,  and  this  was  followed 
by  an  invasion  of  insects  which  sub- 
stantially destroyed  the  quality  of  the 
vegetables.  Unfortunately,  the  invest- 
ors and  the  promotors  lost  everything 
and  the  lawyers  haven't  been  paid." 

And  then  there's  the  rosebush  ca- 
per. Says  Ginsburg,  "All  you  have  to 
do  is  lease  land  from  a  legitimate  nur- 
seryman. And  you  buy,  say,  $100,000 
worth  of  young  rosebushes,  which  the 
nurseryman  tends  and  eventually  mar- 
kets for  a  commission.  Now  you've 
borrowed  at  least  $80,000  of  your 
equity,  so  for  a  $20,000  cash  invest- 
ment you  get  an  immediate  $100,000 
tax  loss  from  your  'farm  operating 
expenses.'  If  you  are  in  the  70%  tax 
bracket,  that's  a  savings  of  $70,000, 
less  your  investment  of  $20,000,  or  a 
net  of  $50,000  cash  in  your  pocket." 

Only  the  Phony 

Most  antitax-shelter  legislation 
meets  heavy  opposition  from  the  oil, 
real  estate  and  farming  lobbyists. 
This  particular  reform  will  not  great- 
ly bother  them.  It  leaves  alone  tax 
shelters  for  real  rosebush  growers, 
tomato  farmers,  oil-drillers  and  real 
estate  developers;  only  the  amateurs 
are  being  cut  off.  It  will  no  longer  be 
possible  for  an  individual  to  hide  part 
of  his  salary  or  dividends  behind  a 
rosebush  or  a  tomato  or  an  oil  well. 

Of  course,  one  can  still  invest  in 
such  projects.  But  he'll  have  to  spread 
his  immediate  losses  against  antici- 
pated income,  with  any  tax  deferrals 
blocked  in  a  special  tax  account. 

The  new  law  will  hit  especially  hard 
nonresidential  real  estate  deals.  It  will 
no  longer  be  possible  to  offset  income 
from  one  building  with  losses  from 
another. 

"Real  farmers  and  the  oil  compa- 
nies have  nothing  to  worry  about  since 
they  are  in  the  business  to  stay  and 
to  make  money.  As  far  as  I  can  see, 
the  only  people  likely  to  holler  are 
the  syndicators,  and  it's  too  late  for 
them,"  a  Ways  &  Means  member  told 
Forbes.  "We've  already  had  our  hear- 
ings on  tax  reform.  We  could  have  a 
bill  passed  and  signed  into  law  some- 
time next  spring.  I'm  already  telling 
the  folks  back  home  about  it." 

Except  for  the  promoters  and  their 
salesmen,  few  will  mourn.  Many  of 
the  shelters  were  double  rip-offs:  first, 
of  the  Treasury;  second,  of  the  in- 
vestors who  bought  them.  ■ 
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AS  I  SEE  IT 


After  Wilbur  Mills,  What? 


An  interview  with  his  probable  successor,  Representative 
Al  Ullman  of  the  House  Ways  &  Means  Committee. 


Spending,  taxes,  trade,  all  Washing- 
ton matters  of  vital  interest  to  ev- 
ery businessman  and  investor.  For 
15  years  these  have  been  the  spe- 
cial preserve  of  Representative  Wil- 
bur Mills  (Dem.,  Ark.),  chairman  of 
the  House  Ways  &  Means  Commit- 
tee. Suffering  from  a  painful  back 
ailment,  the  powerful,  hard-work- 
ing and  moneywise  Mills  may  not 
run  for  reelection  this  year. 

In  line  to  succeed  Mills  by  virtue 
of  seniority  would  be  Representative 
Al  Ullman,  a  59-year-olcl  Democrat 
from  Oregon,  veteran  af  16  years  in 
the  House  of  Representatives.  What 
kind  of  man  is  Al  Ullman?  Is  he  less 
conservative  than  Mills?  Would  his 
advent  to  the  chairmanship  mean  a 
basic  change  in  Congress'  attitudes 
toward  spending  and  taxing  and 
trading?  Will  he  fight  to  reassert  Con- 
gress' control  over  the  national  purse- 
strings?  Forbes'  Celia  Currin  inter- 
viewed Representative  Ullman  last 
month  in  his  Washington  office,  and 
brought  back  this  story. 


Representative  UUman,  you've  al- 
ways kept  a  low  profile.  Why? 

Ullmax:  The  position  of  a  No.  Two 
Democrat  under  someone  with  a  high 
profile  like  Wilbur  Mills  is  difficult  in 
some  ways.  Particularly  when  you  ad- 
mire and  respect  the  chairman  and 
are  dedicated  to  the  integrity  of  the 
committee.  I  try  not  to  engender  too 
much  controversy  at  my  level. 

In  your  16  years  of  politics,  you 
seem  to  have  moved  from  a  liberal 
outlook  to  a  conservative  outlook. 

Ullman:  I  don't  think  this  is  true.  I 
would  consider  myself  a  responsible 
liberal.  If  liberalism  merely  means  ad- 
vocacy of  big  speeding  programs  with- 
out any  consideration  to  the  fiscal 
impact  of  those  programs,  that  kind 
of  liberalism  is  self-defeating. 

How  do  you  achieve  this,  given  the 
pressures  on  Congress  to  spend? 

Ullma.n:  I  am  leading  the  fight  in 
Congress  to  establish  a  congressional 
budget.  We  never  add  things  up.  We 


never  appropriate  anything  on  an  an 
nual  basis.  We  just  hand  the  Presiden 
spending  power  on  all  kinds  of  pro 
grams,  and  it  is  totally  irresponsible 
This  is  the  cause  of  most  of  our  fis 
cal  difficulties,  and  the  whole  im 
poundment  issue  is  related  to  it. 
want  to  provide  a  mechanism  for  re 
sponsibility  in  Congress  whereby  w( 
set  out  goals,  debate  economic  policy 
decide  how  much  revenue  and  hov 
much  expenditures,  divide  it  up  anc 
limit  ourselves  in  our  expenditures. 

You  feel  Congress  should  take  man 
responsibility  in  fiscal  matters? 

Ullman:  That's  right.  Congress  ha 
abdicated  virtually  all  its  constitu 
tional  power  of  the  purse.  We  shoulc 
make  an  effort  to  recapture  that  powfj 
er  that  was  intended  to  be  in  tli 
hands  of  Congress  by  the  Constitutic 

Doesn't   President   Nixon    have   < 
obsession  against-  tax  increases? 

Ullman:  Yes.  I  think  it  is  based  ^ 
his  determination  to  cut  spendiu. 
but,  of  course,  tliis  hasn't  worked.  Ir 
the  last  four  years,  we  have  had  tht 
largest  running  federal  funding  def 
icit  we  ha\'e  ever  had  in  peacetime. 

I  think  there  is  a  time  when  \oi 
should  add  a  tax.  Therefore,  in  m 
proposal  for  a  congressional  budget 
provide  almost  an  automatic  featn 
that  if  you  couldn't  stay  within  you 
spending  objectives,  you  would  put 
tax  on  to  cover  the  differences. 

What  about  tax  reform? 

Ullman:  We  must  pass  a  tax  refom 
bill  in  this  Congress,   probably  e;u'\ 
next    year.    Hopefully,    it    will    br 
tough  bill  that  will  tighten  up  abiisi 
across  the  board. 

What  kind  of  abuses? 

Ullman:    Well,    tliere    aie    some 
the  real  estate  field  ...  we  ha\e  m.i' 
it  altogether  too  easy  for  inveslnx 
brokers   to   sell   tax   benefit   packau' 
strictly  to  evade  taxes  [see  p.  79]. 
There  are  abuses  in  the  recaptm 
of -capital  field  with  the  \ari()us  s\ 
tems  of  depreciation.  We  have  re.i 
doubled  up  here  by  allowing  the 
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set  depreciation  range  that  the  Ad- 
ministration recommended  on  top  of 
the  investment  tax  credit.  I  am  firmly 
committed  to  the  investment  credit  as 
a  permanent  growth  device,  but  we 
have  allowed  just  a  bttle  bit  too  much 
in  the  way  of  recapture. 

We  will  be  looking  at  foreign- 
source  income  and  making  some  tight- 
ening changes,  but  certainly  not,  in  my 
judgment,  either  the  way  the  Admin- 
istration is  going  or  Burke-Hartke. 

Capital  gains  will  be  given  some 
treatment,  probably  the  holding  peri- 
od extended.  Certainly  we  are  going 
to  move  in  the  farm-loss-deduction 
area  and  possibly  do  some  cleanup 
work  in  charitable  contributions. 

But  I  don't  think  we  are  going  into 
any  far-reaching  upset-the-applecart 
kind  of  things.  We  are  just  going  to 
tighten  up  to  get  more  equity. 

The  Ways  6-  Means  Committee  is 
concerned  with  foreign  trade,  too. 
What's  going  to  happen  in  trade? 

Ullman:  I  very  much  resent  the  in- 
digenous systems  of  restricting  trade 
that  other  nations  are  using  while 
claiming  to  fly  the  banner  of  the  Gen- 
*3ral  Agreement  on  Tariflfs  &  Trade. 
lOther  nations  have  all  kinds  of  restric- 
!tive  trade  practices  that  keep  our 
products  out,  and  I  want  to  eliminate 
these  practices. 
1    The  Europeans  have  border  taxes 


of  various  kinds.  They  have  seasonal 
limitations  that  they  impose.  For  ex- 
ample, our  fruit:  One  month  they  let 
it  in  and  one  month  they  don't.  They 
won't  do  it  on  a  regular  basis.  They 
have  all  the  agricultural  variable  lev- 
ies that  are  nontariff  barriers  certain- 
ly, and  very  discriminatory. 

The  Japanese  have  barriers  in  their 
special  interlocking  relationship  be- 
tween government  and  industry. 
Through  their  requirement  to  work 
through  trading  companies,  they  can 
virtually  exclude  our  products. 

Our  people  can't  go  over  there  and 
put  products  on  the  market  at  an  eco- 
nomic price.  The  product  has  to  go 
through  a  semigovernment  body  that 
jacks  the  price  all  out  of  proportion. 
It  is  the  same  with  their  government 
subsidies.  There  is  no  real  way  to 
know  to  what  extent  their  products 
are  subsidized  by  the  government. 

We  hear  that  the  Europeans  and 
Japanese  will  refuse  to  change  these 
things  unless  the  U.S.  also  makes  con- 
cessions. How  does  Congress  feel 
about  this? 

Ullman:  I  think  we  are  willing  to 
make  some  concessions,  but  we  are 
not  willing  to  hand  over  to  the  Presi- 
dent the  authority  to  decide  what 
those  concessions  are  going  to  be.  We 
are  going  to  draw  some  much  tight- 
er rules  than  he  has  in  the  trade  bill. 

But  will  Congress  really  give  the 
negotiators  anything  to  negotiate  with? 

Ullman:  Yes.  Certainly  we  will  equip 
them.  We  will  allow  a  reduction  of 
tariffs.  We  will  allow  elimination  of 
things  like  the  American  selling  price. 
But  we  won't  give  them  this  bargain- 
ing unless  we  get  a  good  quid  pro  quo. 

Then  Congress  is  going  to  insist  on 
the  right  to  review  and  reject  any 
agreements? 

Ullman:  Absolutely.  We  may  even 
have  staff  people,  or  occasionally 
members,  participating  in  the  negotia- 
tions. We  are  going  to  keep  much 
closer  surveillance  over  any  trade  ne- 
gotiations than  we  have  ever  done 
before.  We  are  not  willing  to  hand 
over  to  the  President  power  that  con- 
stitutionally resides  in  the  Congress. 

There  have  been  reports  that  some 
people  in  Congress  want  to  lessen  the 
power  of  the  House  Ways  6-  Means 
Committee  by  breaking  off  some  of 
its  responsibilities. 


Ullman:  There  has  been  such  talk 
and  I  think  there  is  a  grave  danger 
here.  Our  areas  of  responsibility,  in- 
cluding taxes,  trade  and  debt  manage- 
ment, and  also  the  thiust  of  Social 
Security,  Medicare  and  Medicaid,  are 
areas  that .  are  closely  interrelated  in 
their  impact  on  the  credibility  of  the 
Government. 

It  would  be  disastrous  to  pull  some- 
thing like  welfare  out  and  separate 
it  from  Social  Security.  Again  it  would 
be  a  grave  error  to  take  health  care 
overall  and  separate  it  from  welfare 
and  Social  Security. 

I  am  sponsoring  a  health  insurance 
bill  that  is  comprehensive  in  scope, 
and  in  my  judgment  the  responsible 
answer  to  the  Kennedy-Griffiths  bill.  I 
don't  think  it  is  in  the  realm  of  pos- 
sibility that  we  can  go  as  deeply  into 
government-sponsored  health  insur- 
ance as  Kennedy-Griffiths. 

What  does  your  bill  provide? 

Ullman:  My  bill  would  accommo- 
date two  aspects  of  the  problem— the 
financing  and  the  delivery  system.  It 
would  coordinate  and  consolidate  fed- 
eral health-help  programs,  standard- 
ize benefits  and  provide  for  a  unified 
package  of  benefits  to  the  poor  people, 
the  older  citizens  and  young  people 
to  age  12.  For  the  delivery  system  I 
have  developed  a  health  care  appro- 
priation contract  which  is  locally  and 
geographically  based. 

You  sound  very  much  like  Rep- 
resentative Mills  on  these  subjects. 
Wouldn't  you  make  any  changes? 

Ullman:  There  is  no  question  that  in 
the  long  run  the  committee  does  need 
a  new  profile.  I'm  not  sure  subcom- 
mittees, permanent  ones,  would  nec- 
essarily fit  the  pattern  of  our  obliga- 
tions, but  some  form  of  increased  in- 
dividual responsibility  looks  definitely 
to  be  in  order. 

This  is  a  good  com-nittee,  with  di- 
vergent viewpoints,  and  it  has  some 
quite  vocal  and  intelligent  member- 
ship. We  are  still  operating  under  a 
system  dictated  both,  I'm  sure,  by 
precedent  and  by  the  personality  of 
the  chairman.  But  the  system  doesn't 
challenge  the  full  capabilities  of  all 
our  membership  nor  does  the  system 
funnel  those  capabilities  into  con- 
structive results. 

But  L  really  don't  think  Representa- 
tive Mills  and  I  have  major  differences 
in  outlook.  We  do  have  differences  in 
temperament  and  in  our  approach  to 
the  legislative  process.  ■ 
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A  Sure  Thing? 


What  is  inside  information?  Forget  the  blacf(-and-white 

definitions.  The  real  world  often 

comes  in  gray,  like  at  the  San  Jose  Water  Works. 


The  San  Jose  Water  Works  is  a  solid, 
old  utility  that  has  prospered  along 
with  fast-growing  San  Jose,  Calif. 
Nothing  exciting,  mind  you,  but  the 
stock  earned  $4.08  a  share  last  year 
and  paid  a  $1.98  dividend.  It  traded, 
mostly  in  small  lots,  at  prices  just 
slightly  below  its  conservatively  stated 
book  value  of  $38  a  share. 

Today  this  quiet  little  company  is 
mired  in  a  far-reaching  controversy 
that  centers  around  two  prominent 
men-  San  Jose  Director  Robert  Minge 
Brown  and  Warren  BuflFett,  who,  way 
back  in  1969,  Forbes  called  a  "spec- 
tacular" portfolio  manager. 

The  trouble  began  last  August. 
Over  the  last  six  years,  Al  Cohen,  a 
broker  with  New  York's  L.F.  Roth- 
schild &  Co.,  and  his  customers  had 
slowly  accumulated  around  100,000 
of  the  utility's  637,600  shares  (or 
\Q%)  in  hopes  that  eventually  the 
city  would  buy  the  waterworks  and 
take   everyone   out   at   a   profit.    But 


management  hadn't  refened  to  city 
negotiations  in  detail  for  years;  the 
sale  appeared  dormant,  if  not  dead. 

So,  long  of  stock  and  short  of  j)a- 
tience,  Cohen  phoned  San  Jose's 
President  N.J.  Kendall  to  seek  help  in 
finding  a  buyer  for  about  10,000  to 
15,000  shares.  Kendall  passed  him  on 
to  Robert  Brown,  the  director  who 
effectively  runs  the  company. 

Brown  is  a  senior  partner  in  a  pres- 
tigious San  Francisco  law  firm,  direc- 
tor of  both  Hewlett-Packard  and 
Greyhound,  president  of  the  board  of 
trustees  of  Stanford  University  as  well 
as  board  chairman  of  California 
Water  Services  (a  second  San  Jose- 
based  waterworks  that  serves  the  sur- 
rounding suburbs)  and  a  man  with 
big  business  connections. 

A  week  later  Brown  called  Cohen 
with  a  buyer— Warren  BuflFett. 

Cohen  subsequently  phoned  Buf- 
fett's  office  and  prearranged  a  sale  of 
8,000  shares  on  the  Pacific  Stock  Ex- 


change at  $34  to  $35  a  share  on 
Aug.  17. 

So  far,  so  good.  Just  the  case  of 
one  savvy  investor  selling  to  another 
with  an  assist  from  management.  That 
sort  of  three-sided  deal  has  become 
fairly  commonplace  in  recent  thin, 
volatile  markets. 

However,  this  was  not  a  routine 
three-sided  deal. 

From  Tinker  fo  Evers  fo  Chance? 

Early  this  year  word  leaked  out 
that  the  City  of  San  Jose  had  been 
earnestly  negotiating  with  Brown  and 
Kendall  for  the  waterworks  as  early 
as  April  1972— months  before  Brown 
helped  BuflFett  to  get  Cohen's  block. 
Moreover,  by  August  when  BuflFett 
paid  about  $35,  the  city  apparently 
was  oflFering  $50  to  $55  a  share. 

Brown  did  not  disclose  the  city's 
oflFers  to  the  pubUc.  Throughout  the 
negotiations,  from  April  to  mid-De- 
cember of  1972,  Brown  kept  saying 
"no"  to  the  city  and  nothing  at  all  to 
the  shareholders. 

Why  didn't  Brown  accept  the  city's 
bid,  or  at  least  reveal  the  talks  to 
shareholders?  Critics,  including  Co- 
hen, claim  that  Brown  has  little  mo- 
tivation to  sell  the  waterworks.  He 
owns  few   shares.   And  his  law  firm 


Batten  Down  Again 


Ken  Olsen  has  been  through  rough  seas  before. 
But  now  he's  skipper  of  a  much  bigger  ship. 


Digital  Equipment  of  Maynard, 
Mass.  is  not  just  another  one  of  those 
hot  little  data  processing  companies. 
Like  the  rest.  Digital  has  had  set- 
backs, but  unlike  most  of  them,  it  has 
come  back  stronger  each  time. 

Digital  has  a  solid  34%  of  the  mar- 
ket for  minicomputers  (price  range: 
$3,500-$25,000),  almost  as  much  as 
its  three  biggest  competitors  (Honey- 
well, Hewlett-Packard  and  IBM)  put 
together. 

A  lot  of  people  have  made  a  lot  of 
money  out  of  DEC.  Founder-Presi- 
dent Ken  Olsen,  a  chunky,  balding 
man  of  47,  now  has  a  paper  fortune 
of  around  $85  million.  His  original 
backer,  American  Research  &  Devel- 
opment, parlayed  a  $70,000  loan  to 
Olsen  into  $400  million  worth  of 
stock.  Institutions  like  Morgan  Guar- 
anty, which  bought  Digital  stock  in 
the  early  Sixties,  have  made  huge 
profits  for  their  customers. 

Read  the  forecasts,  and  the  picture 
is  for  more  of  the  same.  International 
Data  Corp.,  a  Boston  research  house, 
sees   minicomputer  sales   rising   from 


$470  million  in  1972  to  $700  million 
this  year.  By  1977,  it  forecasts  $2 
billion.  If  these  forecasts  are  true, 
DEC,  which  is  already  doing  busi- 
ness at  an  annual  rate  of  $300  million, 
could  be  a  $1 -billion  corporation  be- 
fore the  end  of  the  decade. 

But  are  things  this  smooth  in  the 
real  world?  Ken  Olsen  himself  is  not 
sure.  On  at  least  two  previous  occa- 
sions he  has  seen  his  stock  drop  sharp- 
ly when  recession  hit:  There  was  a 
bad  spill  in  the  mid-Sixties  and  a  30% 
earnings  dip  in  the  1970  recession. 
For  himself,  says  Olsen,  he  doesn't 
much  care:  What's  a  few  tens  of  mil- 
lions in  paper  profits  for  a  man  who 
already  has  so  much?  But  he  does 
worry  about  his  smaller  stockholders: 
"I  sure  hate  to  see  anybody  get  hurt." 

What  concerns  Olsen  are  predic- 
tions of  a  major  slowdown  in  the  econ- 
omy. Digital's  minicomputers  have 
long  since  moved  beyond  science 
laboratories  into  hospitals  and  schools 
and  thence  into  production  plants; 
automobile  companies,  for  example, 
now  use  hundreds  of  them  to  regulate 


production  schedules.  This  has  meant, 
of  course,  extraordinary  growth:  Dig- 
ital's revenues  rose  over  800%  between 
1965  and  1970  and  have  gone  up 
another  100%  or  so  since  then.  But 
at  its  present  size  and  diversity.  Digi- 
tal is  probably  no  longer  immune  to 
a  major  slowdown  in  the  capital 
goods  business. 

"We  are,"  says  Ken  Olsen,  "trying 
to  cool  our  forecasts.  We  are  playing 
it  very  carefully,  and  hope  if  there  is 
a  recession  we  will  not  be  hurt  too 
seriously."  But  danger  signs  are  start- 
ing to  appear  again.  Digital's  inven- 
tories last  year  rose  faster  than  sales- 
and  would  have  grown  faster  still  had 
the  auditors  not  permitted  the  com- 
pany to  count  $8  million  worth  of 
computers  as  internal  demonstra- 
tion models. 

Receivables  are  taking  longer  to 
collect:  on  average,  133  days  in  1972 
as  against  87  back  in  1967.  Con- 
cedes Olsen:  "The  best  of  our  custom- 
ers are  awfully  slow  to  pay."  Will 
they  be  slow  to  order  next? 

It's  harder  now  for  Digital  to  trim 
its  sails.  Since  1970  Olsen  has  trebled 
Digital's  manufacturing  facilities;  in 
July  he  paid  about  $17  million  lor 
RCA's  modern,  but  now  unused,  com- 
puter plant  in  Marlboro,  Mass. 

Digital  is  a  good-sized  compan\ 
now,   and  it  has  the  problems   of   a 
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collects  around  $56,000  a  year  from 
the  company  as  outside  counsel. 

Brown,  who  communicates  on  this 
subject  only  through  his  attorney,  con- 
tends he  didn't  consider  the  city's  fig- 
ures as  firm  or  final  "offers." 

Nonetheless,  Cohen  felt  cheated.  So 
did  several  other  stockholders  who 
filed  two  lawsuits  this  spring  against 
Brown  and  the  waterworks,  charging 
inadequate  disclosure.  By  then  Co- 
hen and  his  clients  had  sold  an  addi- 
tional 20,000  shares,  and  Buffett  had 
acquired  a  like  amount. 

Forbes  decided  to  ask  Buffett  about 
all   this.    We   managed   to   reach   the 


canny  investor  by  phone  at  his  La- 
guna  Beach,  Calif,  summer  home.  He 
wanted  to  hurry  back  to  his  TV  to 
watch  Watergate,  but  first  Buffett  of- 
fered a  few  words  of  denial  himself. 

Mostly,  the  words  were  "No,"  "Of 
course  not,"  and  "He's  wrong." 

Specifically,  Buffett  said  that  when 
he  bought  Cohen's  block  in  August 
he  had  no  inside  information.  Yes,  he 
did  know  Brown,  but  knew  him  "in 
another  connection." 

Buffett  said  he  invested  solely  be- 
cause the  undervalued  utility  fit  his 
philosophy.  It  was  public  knowledge 
that  sooner  or  later  the  city  would 
acquire  the  system:  "When  water  sys- 
tems get  sold  to  cities,  there's  usually 
a  big  profit.  Everyone  knows  that." 

He  noted  that  he  had  invested  in 
other  water  companies  over  the  years 
for  the  same  reason. 

And  besides,  Buffett  added,  the 
city's  bid  is  still  on  the  table,  yet  the 
stock  is  once  again  selling  at  around 
the  mid-30s:  "Cohen  can  buy  back  in. 
How  is  he  hurt?' 

But  for  his.  part,  Cohen  argues  that 
if  he  tried  to  get  10,000  shares  or 
more,  he'd  "push  the  price  through 
the  roof." 

Further  checking  by  Forbes  re- 
vealed some  interesting  details. 


Brown  didn't  pick  Buffett's  name 
from  a  hat.  Buffett  is  the  largest  sin- 
gle shareholder  in  Brown's  California 
Water  Sei-vices.  Indeed,  California 
Water's  president  relayed  messages 
between  Brown  and  Buffett.  Further- 
more, Brown's  law  firm  sometimes 
represents  one  of  Buffett's  companies, 
Blue  Chip  Stamps  of  California  (Buf- 
fett controls  more  than  40%).  Buffett 
says  he  bought  the  San  Jose  stock  for 
Blue  Chip's  $162-million  investment 
portfolio,  just  as  he  did  with  the  Cal- 
ifornia Water  holdings. 

That's  cozy,  but  not  illegal.  And  no 
one  thinks  for  a  minute  that  Brown 
would  be  so  naive  or  Buffett  so  foolish 
as  to  exchange  inside  information  that 
other  stockholders  weren't  privy  to. 
After  all,  Cohen  did  ask  Brown  to 
find  a  buyer  for  him.  Is  it  smprising 
that  Brown  turned  to  a  longtime  busi- 
ness associate? 

Then  again,  what  need  Brown  have 
said,  being  an  insider  himself  and  an 
associate  of  Buffett? 

Was  there  any  wrong-doing  here? 
Nobody,  the  principals  included, 
seems  to  know.  But  the  American 
Stock  Exchange  and  the  San  Francis- 
co oflBce  of  the  Securities  &  Exchange 
Commission  are  making  inquiries  and 
asking  questions.   ■ 


bigger  company.  Industrial  users,  its 
newest  and  best  customers,  want  so- 
phisticated minicomputers  backed  up 
by  plenty  of  software  and  peripheral 
equipment  that  can  monitor  whole 
oil  refineries  or  laige  chunks  of  car 
assembly  lines.  And  they  want  them 


cheap.  "When  we  charged  $125,000 
for  a  computer,"  says  Olsen,  "we 
could  be  generous  with  free  service. 
But  at  $5,000,  you  can  hardly  affoixl 
one  service  trip." 

Digital's  profit  margins  have  shiunk 
since   the   mid-1960s    from    23    cents 


Next  time  DEC's  Ken  Olsen  wouldn'f  give  away  80%  of  his  company. 


Founding  Father 

Ken  Olsen  is  one  of  the  lesser  known 
geniuses  of  American  industry.  As  an 
electronics  engineer  doing  research  at 
Massachusetts  Institute  of  Technolo- 
gy, he  did  pioneering  work  in  the  ap- 
plication  of  transistorized  circuits   to 


computers.  When  he  published  the 
results,  he  recalls,  "The  business  world 
just  smiled  at  us  for  being  useless  aca- 
demic people.  So  we  decided  to  show 
them.  We  started  our  own  company." 

Olsen  couldn't  get  money  from  the 
banks,  and  even  American  Research  & 
Development  demanded  and  got  such 


on  the  dollar  to  around  14  cents.  That 
did  not  matter  much  while  business 
was  good.  But  this  spring  Olsen,  with 
his  other  costs  rising,  announced  a 
cut  in  the  percentage  of  the  sales  dol- 
lar to  be  spent  on  R&D. 

Digital  is  still  a  growth  company, 
and  it  leads  in  an  industry  on  the  rise. 
One  thing,  however,  it  is  not.  It  is 
not  recession-proof.   ■ 


tough  terms  that  it  ended  up  with 
of  the  stock  for  its  $70,000.  Digital 
set  up  in  an  old  tum-of-the-century 
woolen  mill.  Its  first  major  customers 
were  Itek  and  ITT.  Digital  continued 
to  grow  when  other  small  electronics 
firms  collapsed  o  •  slowed  to  a  crawl. 

All  this  success  hasn't  much 
changed  Ken  Olsen.  He  says  his  for- 
tune, now  $85  million  on  paper,  wor- 
ries him;  it  may  be  a  burden  for  his 
children.  "I  don't  wish  it  on  them. 
Growing  up  is  hard  enough  without 
affluence."  Olsen  drives  a  Pinto  to 
work,  mows  his  own  lawn  and  says 
his  wffe  is  cutting  back  on  meat  at 
today's  prices.  He  says  he  had  no 
qualms  at  all  when  he  was  ap- 
proached by  political  fund-raisers  in 
the  1972  elections.  "They  wrote  to 
the  firni  and  we  rejected  them.  It  was 
as  simple  as  that." 
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As  Nevada  Went,  So  Goes  the  Nation? 


Not  everybody  likes  the  idea  of 

legalized  gambling,  but  more  people 

are  coming  to  accept  it.  Let's  face 

it:  Gambling  is  one  of  America's 

favorite  leisure-time  activities— 

and  can  take  some  of  the  pressure 

off  the  taxpayer. 


Nevada  was  always  there,  an  exam- 
ple of  a  state  that  levied  no  corporate 
or  personal  income  tax,  no  inheritance 
or  estate  tax,  but  which  prospered 
nonetheless  because  of  the  revenue 
raised  from  legalized  gambling. 
Tempting  to  other  states?  No,  it  was 
too  extreme,  all  those  neon-lighted 
casinos  and  reports  of  criminal  in- 
fluence. So  it  was  not  Nevada  but 
New  Hampshire,  with  a  genteel  sort 
of  lottery  in  1964,  that  began  making 
gambling  respectable. 

Now  nine  states  in  the  East  are 
running  lotteries  and  seven  more 
states  are  considering  them.  OflF-track 
betting  is  a  reality  in  New  York, 
about  to  start  in  Connecticut 
and  may  get  going  in  Pennsylvania. 
New  Hampshire,  Massachusetts  and 
Rhode  Island  are  contemplating  sports 
pool  betting,  New  Jersey  and  Mary- 
land are  considering  casino  gambling 
(and  rumors  fly  thick  about  Hawaii 
and  the  prospect  of  casinos  in  all 
those  big  hotels ) . 

A  sure  sign  that  the  moral  fiber  of 
America  is  softening?  Maybe,  but  the 
real  explanation,  in  a  word,  is  taxes. 
Politicians  everywhere  recognize  that 
raising  or  imposing  taxes  is  political 
suicide  these  days.  Legal  gambling  is 
politically  acceptable  simply  because 
the  voters  see  it  as  a  way  to  avoid 
or  delay  new  or  higher  taxes.  School 
bond  issues  may  get  voted  down,  but 
every  lottery  referendum  has  passed 
by  margins  of  2-to-l  to  4-to-l.  Given 
a  chance,  the  public  has  a  record  of 
voting  for  legalized  gambling— and 
against  higher  taxes. 

Dec//ne  and  Fall? 

A  generation  ago  it  would  have 
been  argued  that  making  money  from 
gambling  even  for  good  purposes  was 
morally  wrong— taking  bread  from  the 
mouths  of  kids,  playing  with  the  rent 
money.  But  we  are  now  in  the  era  of 
discretionary  income:  the  two-week 
trip  to  Europe;  tractor  lawn  mowers; 
camping  trailers  with  all  the  comforts 
of  home;  the  $3  movie  ticket  and  the 
$25  dinner  for  two.  In  such  a  context, 
is  gambling  a  more  sinful  diversion 
than  any  other?  So  argue  the  advo- 
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cates     of     legalized 

gambhng.  Will  legal- 
ized gambling  tempt 

the    weak-willed    to 

blow    all    their   rent 

and     milk     money? 

New     York      City's 

Howard       Samuels, 

head     of     the     Off- 
Track  Betting  Corp., 

replies:      "It's      the 

same  thing  as  when 

we  repealed  Prohibi- 
tion. Sure,  we  made 

more  social  drinkers. 

We  may  have  made 

more  alcoholics,  but 

there  is  some  doubt 

about    that."    Argu- 
ment aside,  the  fact 

is  this:   Tax  a  man, 

and  he  feels  you  are 

taking        something 

away      from      him, 

diminishing    him    in 

some    way.     But    a 

lottery       ticket       is 

something    he    buys 

voluntarily  with  his 

discretionary  in- 
come. J.B.  Colbert, 
the  great  French  finance  minister,  is 
supposed  to  have  said  centuries  ago: 
"The  art  of  taxation  consists  in  so 
plucking  the  goose  as  to  obtain  the 
largest  amount  of  feathers  with  the 
least  possible  amount  of  hissing." 

Opponents  of  legalized  gambling 
continue  to  argue  that  it  is  wrong 
through  advertising  and  other  forms 
of  promotion  to  tempt  more  people 
into  gambling.  Illegal  gambling,  they 
say,  bad  as  it  is,  represents  unstimu- 
lated demand.  Legal  gambling  repre- 
sents stimulated  demand.  Their  argu- 
ment has  merit.  It  hag  little  chance, 
however,  of  standing  up  against  the 
insistent  demand  for  revenue  by  states 
and  localities. 

Only  a  fool  would  think  that  gam- 
bling could  ever  contribute  more  than 
a  tiny  share  of  the  money  needed  to 
run  our  states  and  localities.  If  all 
the  gross  profit  from  all  the  gambling 
in  the  U.S.  could  be  "sociaHzed,"  the 
amount    involved   probably    wouldn't 


exceed  $6  billion;  it  cost  $192  billion 
last  year  to  run  these  local  govern- 
ments. But  that  isn't  the  point.  The 
point  is  that  more  money  is  needed 
all  the  time.  And  gambling  is  one  of 
the  few  places  it  can  come  from— short 
of  precipitating  a  taxpayers'  revolt. 

None  of  the  geese  were  hissing 
when  Pennsylvania,  for  example,  took 
in  $124.4  million  from  its  lottery  last 
year  and  paid  out  $57.5  million  of 
that  in  subsidies  to  help  elderly  Penn- 
sylvanians  pay  their  property  ta.xes. 
Lottery  revenues  are  being  used  also 
to  allow  free  public  transportation  for 
Pennsylvania's  elderly.  Next  on  the 
agenda  in  Harrisburg  is  rent  assis- 
tance, supported  by  weekly  lottery 
proceeds.  Naturally,  the  elderly-as  a 
substantial  voting  bloc-favor  gam- 
bling. Elsewhere,  perennially  strapped 
boards  of  education  and  teachers'  as- 
sociations are  looking  greedily  at  pro- 
posals for  state-run  gambling. 

Just  as  the  saloon  has  gained  re- 
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spectability  as  the  cocktail  lounge,  so 
is  gambling  changing  ambiance  and 
gaining  a  new  acceptability.  Connect- 
icut is  setting  up  its  oflF-track  betting 
operations  in  five  minitheaters  around 
the  state;  closed-circuit  television  will 
bring  big-picture  showings  of  races  at 
New  York  racetracks.  "We  want  this 
to  be  a  family-type  thing,"  says  Wil- 
liam Wade,  executive  director  of  Con- 
necticut's OTB  operation.  "We  will 
have  a  clubhouse,  concessions,  cock- 
tails and  food  service.  On  the  first 
floor  there  will  be  beer  and  hot  dogs, 
or  you  can  go  to  the  second  floor,  to  a 
much  plusher  atmosphere  with  wait- 
ress service.  Anybody  can  go,  but  you 
must  be  18  or  over  to  bet."  Monte 
Carlo  it  ain't,  but  it  sure  sounds  like 
suburban  America. 

This  fall  gambling  reaches  a  bench- 
mark on  the  road  to  respectability: 
The  Commission  to  Review  the  Na- 
tional Policy  Toward  Gambling  will 
commence  operations  in  Washington, 
its  members  appointed  by  the  Presi- 
dent and  the  Congress.  As  there  is  no 
national  policy  toward  gambling  at 
present,  the  Commission  will  spend 
three  years  or  so  devising  one.  And  its 
first  order  of  business  is  to  get  some 
hard  statistical  data  on  just  how  much 
is  gambled  in  the  U.S.  each  year. 

Numbers  Gome 

At  the  moment  nobody  can  answer 
that  question.  Pollster  Oliver  Quayle 
made  a  gambling  study  for  the  Fund 
for  the  City  of  New  York.  His  num- 
bers are  the  best— almost  the  only- 
data  on  attitudes,  amounts  and  fre- 
quency of  people  betting  in  the  whole 
U.S.  National  figures  are  a  pick-a- 
figure  exercise.  The  number  $50  bU-" 
lion  for  illegal  gambling  was  tossed 
out  six  years  ago  by  a  Justice  Depart- 
ment commission  on  crime  and  is  used 
again  and  again.  Lately  researchers 
for  foundations  and  their  computers 
have  gone  to  work,  and  the  figures 
are  more  conservative— something 
around  $25  billion  in  illegal  gambling. 

It  can  be  calculated  confidently 
that  some  $10  billion  is  bet  legally  in 
the  U.S.— at  racetracks,  Nevada  casi- 
nos, in  ^lotteries  and  legal  off-track 
betting  operations.  Overall,  therefore, 
an  estimate  of  between  $30  billion 
and  $40  billion  is  conservative.  How 
fast  is  the  amount  growing?  Again, 
take  a  guess.  Ten  percent  a  year 
would  be  conservative. 

Whether  you  use  $30  billion  or  $40 
billion  or  ^50  billion,  the  figures  are 
misleading.  They  cover  the  total  bet, 
what  the  trade  calls  "the  handle." 
The  bettors'  losses,  the  "drop,"  are 
what  comprise  the  gambling  opera- 
tor's gross  revenues.  And  grosses  vary. 

A  rule  of  thumb  for  casino  opera- 
tions is  that  the  drop  is  20%  of  the 


amount  bet;  thus  Nevada  casinos  had 
a  gross  last  year  of  just  over  $650 
million,  indicating  a  total  gambled  of 
$3.3  billion.  In  legal  horse  racing,  the 
drop  is  about  18%,  with  illegal  book- 
makers possibly  making  a  bit  more, 
because  they  don't  pay  off  more  than 
20-to-l.  In  lotteries,  the  gross  to  the 
state  typically  is  55%— with  about  10% 
to  expenses  and  about  45%  into  state 
revenues. 

By  contrast,  the  supposedly  irre- 
ducible minimum  gross  on  the  princi- 
pal illegal  gambling  activity— per-game 
betting    on    football,    basketball    and 


It's  the  same  thing 

as  when  we  repealed  Prohibition. 

We  made  more  social  drinkers. 

But  there  Is  some  doubt 

we  made  more  alcoholics. 


baseball— is  only  4.5%.  A  good  bookie 
reckons  on  2%  clear  profit  out  of  that. 

Today  sports  betting  is  where  the 
big  money  is.  Horse  betting,  though 
still  big  at  maybe  $5.5  billion,  is  at 
best  flat.  Sports  betting  is  at  least  a 
$12-billion  total  bet  business  in  the 
U.S.,  with  estimates  running  from 
there  up  to  and  beyond  $20  billion. 
(By  contrast,  all  of  the  existing  state 
lotteries  put  together  take  in  roughly 
$1  billion  a  year.) 

The  country,  from  the  White  House 
on  down,  is  sports-mad  today,  and  the 
madness  has  swept  into  gambling.  A 
former  bookie,  interviewed  by  Forbes, 
put  it  this  way:  "Football!  Football! 
Since  they  put  it  on  TV,  you  could 
be  seducing  a  guy's  wife  right  in 
front  of  him  and  you  wouldn't  get 
him  away  from  watching  the  game, 
because  he's  got  a  bet  on  it." 

Will  the  states  and  cities  move  in 
on  sports  betting?  Right  now  the  odds 
are    against    it.    For    one    thing,    the 


spread  is  too  tliin  to  make  it  wortli- 
while,  and,  for  another,  the  piofit  is 
in  the  heavy  bettors,  not  the  $2  bet- 
tors. But  for  the  future,  who  knows? 

Certainly  the  whole  course  of  legal- 
ized betting  in  the  U.S.  has  indicated 
a  tendency  to  broaden  both  the  prod- 
uct lines  and  the  promotion.  States 
that  run  lotteries  have  learned  that 
gambling  is  a  consumer  sendee  busi- 
ness much  like  the  others. 

Actually,  lotteries  go  way  back  in 
American  history.  "Our  first  settlement 
in  Virginia  was  financed  by  an  English 
lottery,"  notes  James  Richie,  the  ex- 
ecutive director  of  the  new  national 
commission  on  gambling.  In  the  early 
days  of  the  nation,  public  works  were 
financed  by  lottery.  But  the  lotteries 
became  cornjpt. 

After  various  corrupt  schemes  in 
the  19th  century,  lotteries  were  dead 
until  New  Hampshire  in  1964  started 
a  once-a-year  diawing  on  tickets  cost- 
ing $3  apiece.  It  was  patterned  after 
the  Irish  Sweepstakes,  the  buyer  of 
tickets  printing  name  and  addi'ess  on 
a  receipt  stub.  The  lottery  brought  in 
only  two-thiids  of  anticipated  reve- 
nues, and  sales  of  tickets  declined  im- 
mediately after  the  initial  flurry.  New 
York's  early  efforts,  three  years  later, 
were  equally  disappointing. 

The  Jersey  Bounce 

New  York  and  just  about  everybody 
else  took  a  lesson  from  New  Jersey. 
With  the  help  of  a  Princeton  con- 
sulting firm  named  Mathematica  Inc., 
New  Jersey  in  January  1971  set  up  a 
50-cent,  weekly  lottery  with  no  cum- 
bersome name-and-address  printing 
required.  Tickets  could  he  sold  by 
vending  macliine.  The  state  advertised 
the  lottery— although  not  over  radio  or 
TV;  U.S.  law  prohibits  that.  The  re- 
sult: New  Jersey  in  2/2  years  has 
taken  in  $328  million;  New  York  in 
six  years  has  grossed  $460  million, 
with  the  help  of  a  Jersey-type  weekly 
lottery  since  early  1972.  New  York's 
monthly  gross  is  now  three  times  the 
$3  million  of  1971. 

Like  any  other  business,  then,  gam- 
bling must  be  merchandised  intelli- 
gently. New  Jersey  Lottery  Commis- 
sion Director  Ralph  Batch  says,  "We 
are  giving  people  a  second  chance  to 
win  and  we  are  giving  out  prizes  of 
station  wagons  -filled  with  groceries. 
You  have  to  change  the  lottery  every 
so  often— offer  something  new."  New 
Jersey  has  gone  to  a  daily  lottery, 
even  though  an  on-line  computer  in- 
creases costs  by  as  much  as  12%  of 
the  gross. 

Even  Michigan,  with  the  most  suc- 
cessful lottery  currently,  finds  it  has 
to  offer  special  prizes  like  vacations 
abroad  and  special  payoffs  to  keep 
up      interest     in      its      lottery— which 
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pnisscs  82.6  million  a  witk.  "The 
lottery  is  a  inaikftin<l  thinsi."  says 
l^aniel  Dooley  of  tlu-  Michigan  com- 
mission. That's  what  many  of  the 
stales  do  not  understand." 

Connecticut,  impressed  by  New 
York's  rich  gambling  revenues,  plans 
some  real  marketing  innovation.  The 
state,  which  has  no  racetracks  now, 
is  soliciting  the  industry  to  build 
tracks  in  Connecticut  and  plans  dog 
racing  and  even  jai  alai,  a  game  of 
Bascjue  and  South  American  origin 
that  is  popular  and  gambled  on  legal- 
ly in  Florida.  These  activities  will  be 
televised  in  Connecticut's  minitheater 
showplaccs,  where  Joseph  Bums  of 
the  Conuuission  on  Special  Revenue 
hopes  to  attract  a  crowd  different 
from  the  traditional  gamblers.  "The 
big  gambler  won't  bet  with  us.  We 
know-  that,"  Burns  says.  "We  are  not 
attempting  to  get  his  business." 

Curious  that  Connecticut  should 
contemplate  bringing  North  and  pop- 
ularizing   a    strange     game    like    jai 


Britain  Makes /t  Pay  rr^ 

Ix  Brit.\ix  gambling  is  a  S6-billion- 
a-year  business  (that's  the  amount 
the  British  public  bets  annually),  dom- 
inated by  publicly  listed  companies. 
The  government's  involvement  is  in 
licensing,  taxing  and  regulating.  The 
go\  ernment  protects  the  British  bettors 
from  the  underworld— and  sometimes 
from  themseK  es— and  for  its  trouble 
collects  $430  million  in  taxes  from 
gambling. 

How  does  Britain  gamble?  Mostly 
on  horses,  and  fairly  regularly.  Off- 
track  betting  has  increased  in  total 
bets  from  $2  billion  four  years  ago 
to  $2.8  billion  today.  The  popular 
football  (soccer)  prxils  brought  in 
S250  million  four  years  ago,  $500 
million  today.  The  big  payoff  in  the 
football  pools  is  always  an  occasion 
for  the  daily  papers  in  Britain.  It 
should  be.  The  man  who  picks  eight 
ties  correctly  in  the  pools  can  win  $1 
million  for  a  bet  equivalent  to  25 
cents.  And  it's  tax-free. 

Both  ends  of  the  social  scale  play, 
although  not  the  same  games.  Half  a 
million  Britons,  85%  of  them  women, 
play  bingo  every  day.  Bingo  brings  in 
$75  million.  And  casinos  are  flourish- 
ing. There  are  now  125  of  them  in 
Britain  and  last  year  they  did  $1.6 
billion  worth  of  business— about  half 
of  Las  Vegas'  total. 

Gambling  other  than  at  the  race- 
track or  on  the  football  pools  was  il- 
legal 15  years  ago.  But  it  went  on. 
One  February  evening  in  1958,  24  po- 
licemen politely  knocked  on  the  door 
of  a  fashionable  London  West  End 
apai  tment,  and  walked  in.  What  they 


alai  when  the  people  are  mad  for 
football,  basketball  and  baseball. 
Could  this  be  the  opening  wedge? 
It  is  not  beyond  imagining  that  Con- 
necticut's big-screen  theaters  could 
S!)meday  be  used  for  showing,  and 
betting  on,  the  World  Series  and  the 
Super  Bowl.  Arrangements,  of  course, 
would  ha\e  to  be  made  with  the 
games'  sponsors,  and  this  is  for 
the  future. 

A   Sure  Thing? 

For  now,  Burns  expects  SlOO  mil- 
lion a  year  gross  after  the  first  year 
from  the  minitheater  program,  with 
the  state  clearing  at  least  5%.  "And 
from  then  on  the  projections  just  go 
up,"  he  says.  The  crunch  will  come 
if  re\enues  from  horses,  dogs  and  jai 
alai  don't  measure  up.  Then  one  can 
foresee  considerable  support  for  a 
sports  betting  progam  to  fill  the  mini- 
theaters. 

In  that  connection.  New  Hamp- 
shire,   Massachusetts    and    Rhode    Is- 


land ha\e  at  least  begun  consideration 
of  sports  pool  betting.  This  is  the 
illegal,  but  nationwide,  game  that  in- 
\'olves  cards  with  40  or  50  football 
games  listed.  Players  can  pick  three 
winners  out  of  three  selections  for 
4-to-l  odds  on  up  to  16  winners  out 
of  16  at  5,000-to-l  odds.  Pool  cards 
are  easier  to  run  on  a  parimutuel 
basis.  The  winnings  are  paid  only  as 
a  percentage  of  the  total  amount  bet, 
^o  there's  no  risk  to  the  state.  The 
pools,  too,  are  less  susceptible  to 
fixed  sports  contests.  The  profit,  also, 
is  appealing:  a  lottery-like  50?  and 
higher.  Right  now,  illegally,  it's  esti- 
mated as  a  $2-million-a-weck  busi- 
ness around  Boston  alone. 

What  about  the  numbers  game? 
This  favorite  sport  of  the  ghetto  areas 
is  about  a  S3-billion-a-year  business— 
and. the  "take"  is  an  appealingly  high 
50%.  The  trouble  is  that  this  "indus- 
try" depends  on  a  network  of  run- 
ners—mostly unempIo\ed  minority 
youths  who  have  no  other  source  of 


saw  was  gambling:  chemin  de  fer 
and  poker.  The  games  were  being  run 
b\  socially  prominent  John  Aspinall 
and  his  mother.  Lady  Osborne.  Their 
clientele  included  the  best  names  in 
England.  Lady  Osborne  informed  the 
judge  that  "Our  family  has  been  run- 
ning gaming  for  years— without  com- 
plaint." In  fact,  they  beat  the  rap  on 
a  loophole  in  the  century-old  gam- 
bling law.  But  the  upper  classes  had 
been  involved.  So  naturally  Parlia- 
ment listened  when  Aspinall  de- 
clared: "People  are  going  to  gamble, 
and  if  they  cannot  gamble  legally, 
they  will  gamble  illegally."  Result: 
the'Caming  Acts  of  1960  and  1963. 

The  early  experience  was  pretty 
sad.  Loudon  became  a  wide-open 
town.  New  casinos  opened  e\ery 
week.  American  mobsters  in  fashion- 
able hotel  suites  were  taking  suckers 
to  the  cleaners.  Parliament,  .seeing 
the  error  of  its  ways,  responded  with 
force  in  1968.  A  bipartisan  coalition 
passed  a  new  Gaming  Act  with  teeth, 
and  hired  Sir  Stanley  Raymond,  re- 
tired chairman  of  Britain's  national- 
ized railroads,  to  police  the  games. 

Since  then  Raymond  has  closed 
down  more  than  1,000  casinos.  "Gam- 
bling is  a  Frankenstein,"  says  Ray- 
mond. "The  only  way  to  control  it  is 
to  get  it  out  into  the  open,  let  the  re- 
spectable businessmen  run  it.  And 
make  sure  the  laws  are  enforceable." 

British  casinos  cannot  ac'vertise. 
(Nor  can  Nevada  casinos  advertise 
gambling;  the  ads  tout  entertainment 
and  other  attractions.)  Gambling 
junkets   to   Britain   are   no   longer   al- 


lowed and,  most  curious,  a  gambler 
must  give  48  hours'  notice  of  his  inten- 
tion to  play.  Raymond's  office  even 
fixes  the  level  of  the  house  edge  in  rou- 
lette (the  big  game  in  foreign  casinos, 
but  only  an  added  attraction  in  the 
U.S.  where  craps  and  blackjack  dom- 
inate). "We  have  fixed  the  edge  at 
such  a  level,"  says  Raymond,  "that  it  is 
possible  for  efficient  businessmen  to 
make  reasonable  commercial  profits." 

Casino  owners  agree.  Playboy's 
(that's  the  U.S.  Playboy)  two  clubs 
in  London  will  net  $3  million  in  prof- 
its this  year,  more  than  any  U.S.  Play- 
boy Club.  Other  big  owners  are  the 
leading  bookmaking  companies  (le- 
gal off-track  betting  shop  chains  for 
which  there  is  no  U.S.  ecjuivalent) . 
There  are  similarities  in  the  ways  the 
gambling  business  is  developing.  Lad- 
broke  Group,  a  $300-milli()n  business 
which  last  year  netted  more  than  $6 
million  from  "retail  gambling,"  is  mov- 
ing deeper  into  hotels  and  vacation 
businesses.  The  Mecca  Group  is  part 
of  the  Maxwell  Jo.seph  hotel  empire. 
The  other  big  gambling  companies 
are  William  Hill,  which  is  part  of 
a  British-style  conglomerate  named 
Sears  Holdings,  and  J.  Coral  Holdings. 

U.S.  politicians  might  ponder  Brit- 
ain as  they  prepare  to  go  into  the 
gambling  business  lhcmsclvc^s.  Britain 
manages  very  nicely  to  have  inde- 
pendent businessmen  take  the  risks— 
and  the  rewards— of  gambling  while 
the  government  exercises  only  its  nor- 
mal functions  of  regulating  and  (a\ 
collecting.  There  is  a  lot  to  be  said  lor 
free  enterprise,  properly  regulated. 
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Play  the  odds. 
Ibull  save. 


Examples  of  Long  Distance  rates 
for  coast  to  coast  calls 


Weekends 


8  a  m  10 
11  p  m  Sat 
and  8  am  to 
5  p  m  Sun 


Evenings 


5  p  m.  to 
11  p  m  Sun 
through  Fn 


Nights 


11  p  m  to 
8  am,  daily 


Weekdays 


8  am  to 
5  p,m  Mon 
through  Fn 


Station-toStation 
Dial-if-  Operator- 

Yourself  Assisted 


70C 
first  3  minutes 


85C 
first  3  minutes 


35C 

first  minute 

(minimum  call) 


$145 
first  3  minutes 


$1,40 
first  3  minutes 


$1.40 
first  3  minutes 


SI  40 
minimum  cal 
(3  minutes) 


$1  85 
first  3  minutes 


You  can  save  money  on  your 
out-of-state  Long  Distance  Ccills  if 
you  keep  this  rate  chart  in  mind. 

Especially  the  column  headed 
"DicJ-it-Yourself"  calls. 

If  you  compare  the  rate  for 
person-to-person  calls  with  the 
rate  for  dial-it-vourself  calls, 
you'll  see  a  great  difference.  So 
if  you're  willing  to  play  the  odds 
on  reaching  a  specific  person 
when  you  Ccill,  your  savings  can 
be  big.  In  fact,  in  many  cases  — 
as  in  the  case  of  coast-to-coast 
calls  —  you  can  get  two  calls  for  the  price  of  one. 

The  reason  rates  are  so  much  less  on  interstate  diiJ-direct 
calls  is  that  they  cost  so  much  less  to  handle.  Often  a  person-to- 
person  call  ties  up  our  circuits  and  an  operator  for  long  periods. 

Know  when  you  can  save  on  Long  Distance  calls  and  how 
much.  Examine  the  rate  chart  above.  Cut  itout  and  keep  it  near 
your  phone.  Knowing  is  worth  the  effort.l 


Person 

to- 
Person 


$3  55 
first  3  minutes 


$3,55 
first  3  minutes 


$3  55 
minimum  call 
(3  minutes) 


$3  55 
first  3  minutes 


Rates  shown  (tax  is  not  included)  are  for  the  days,  hours  and  durations  indicated, 
and  for  the  types  of  calls  specified  at  the  head  of  the  columns  Rates  may  be  even 
less,  of  course,  on  out  of-state  calls  for  shorter  distances 
Dial-it-yourself  rates  apply  on  all  interstate  calls  within  the  continental  US  (ex- 
cluding Alaska)  completed  from  a  residence  or  business  phone  without  operator 
assistance  They  also  apply  on  calls  placed  with  an  operator  from  a  residence  or 
business  phone  where  direct  dialing  facilities  are  not  available  For  dial-it-yourself 
rates  to  Hawaii,  check  your  operator  Dial-direct  rates  do  not  apply  to  person-to- 
person,  com,  hotel-guest,  credit-card,  or  collect  calls,  or  to  calls  charged  to 
another  number,  because  an  operator  must  assist  on  such  calls 
■One  minute  minimum  calls  available  only  at  the  times  shown,  and  additional 
minutes  are  20c  each,  coast  to  coast 


iiK'diiic — and  is  controlled  by 
financially  and  politically 
powerful  local  figures  in  the 
bigger  cities.  The  numbers 
game  is  probably  out  of 
bounds— but  who  can  tell? 
Federal  officials  feel  that  the 
numbers  game  helps  provide 
capital  for  illicit  drug  ped- 
dling; "nationalizing"  the 
numbers  game  would  be  a 
means  of  diverting  these  prof- 
its into  socially  useful  rather 
than  into  socially  destruc- 
tive channels. 

Las  Vegas,  Here  We  Come 

To  really  learn  about  gam- 
bling as  a  business,  go  to 
Ne\ada— a  state  of  only  half 
a  million  people  which  last 
year  received  from  gambling 
$54.8  million,  or  43%  of  the 
money  spent  to  run  the  state. 
Nevada  has  had  legalized 
gambling  on  and  ofi^^  since 
its  founding  as  a  territory 
in  1861,  but  the  earliest  mod- 
ern notice  of  the  state's  pe- 
culiar business  came  from 
billboards  all  over  the  U.S. 
advertising  Haiold's  Club  of 
Reno. 

Then,  in  the  late  1940s 
some  gangsters  named  Bugsy 
Siegel  and  Meyer  Lansky 
saw  possibilities  in  Las  Ve- 
gas, a  desert  oasis  320  miles 
south  of  Reno,  and  what  the 
world  knows  as  modern  Ne- 
vada gambling  began  to  de- 
velop.   Reno,    controlled    by 

five    families,    chose    not    to         

develop    further,    and    today, 
de.spite  the  neon,  Reno  seems  quaint 
and  Western  compared  with  raucous, 
outlandish  Vegas. 

From  the  start,  Ne\ada  gambling 
was  a  business  that  acknowledged  the 
need  for  side  attractions.  The  hotel 
owners  in  Las  Vegas  used  to  give 
away  the  food  and  drink— and  they're 
still  low-priced  throughout  the  state. 
Legend  has  it  that  in  the  1950s  they 
discovered  the  pulling  power  of  an- 
other commodity. 

The  stoiy  goes  as  follows:  The 
owner  of  the  Dimes  hotel  casino  was 
having  a  drink  with  some  friends, 
among  them  Howard  Hughes.  The 
Dunes  man  was  bemoaning  his  poor 
business.  Hughes,  not  yet  the  recluse 
he  became,  .slammed  the  bar,  the 
story  goes,  and  declared:  "I  know 
what  this  place  needs— girls!  girls! 
girls!"  The  Dunes  sent  back  East  to 
Union  City,  N.J.,  brought  out  Harold 
Minsky  and  his  burlesque  show:  Lixe 
Nude  Girls.  It  was,  of  course,  a  sensa- 
tion—and the  Dunes  was  packed. 

A  partner  in  the  Tropicana  Hotel, 


No  Distraction.  The  big  shows  in  Vegas  hofeis  aUraci 
the  customers.  First  they  /ook,  then  they  gamble. 
They're  not  required  to  visit  the  tables,  of  course. 
But  did  they  have  to  go  to  Nevada  to  look  at  legs? 


an  entertainment  director  named 
Alan  Lee,  reports  happily  that  when 
people  were  asked  in  a  poll  what  they 
thought  of  first  when  they  heard  Las 
N'egas,  they  answered:  sex.  Las  \'e- 
gas  must  be  the  only  place  left  in 
America  where  the  bellhop  taking 
you  to  your  room  will  ask  the  age- 
old  (juestion:  "You  here  on  business, 
Mr.  Jones?  Or  m(mkey  business?  A 
little  bit  of  both,  huh,  Mr.  Jones?" 
(low  laughter). 

Tennis  Anyone? 

Times  are  changing,  and  various 
forms  of  sin  are  no  longer  the  sole 
goal  of  the  Las  Vegas-bound.  '!"he 
Tropicana's  chief  promotc-r,  a  Min- 
neapolis money  man  named  Deil  Cust- 
afson,  is  thinking  about  installing  24- 
hoiu-,  glass-enclosed  tennis  courts.  If 
sin  and  gambling  are  merely  forms  of 
leisure-lime  activity,  then  there  must 
be  room  for  other  kinds  of  leisure- 
time  activity,  too. 

When  Howard  ilngluvs  came  to 
Las    Vegas,    he    lost    big    money    and 


is  only  now  getting  into  the 
black.  But  that  only  goes  to 
show  that  gambling  is  a  busi- 
ness, and  to  succeed  in  it  you 
need  to  know  the  business. 
Perhaps  more  significant  than 
Hughes'  arrival  is  Howard 
Johnson's  orange  roof  on  a 
big  new  motel  near  The 
Strip— slot  machines,  but  no 
gambling  tables  yet.  Howard 
Johnson's— 28  flaxors  and  all 
—in  Las  Vegas?  Sure.  Be- 
cause the  Las  \'egas  market 
is  changing. 

Deplore  it  if  you  will,  but 
Las  \'egas  is  fast  becoming 
a  place  where  papa  takes 
mama— but  not  the  kids— for 
an  off-beat,  slightK  se.\\-  va- 
cation. Las  Vegas  still  has  its 
high  rollers  and  its  flashy 
characters,  but  it  has  more 
tluin  a  strong  touch  today  of 
Middle  America.  This  is  sim- 
ple good  marketing.  The  old 
business  was  too  narrowly 
based.  The  high  rollers 
proved  undependable  in  the 
recession  and  stock  market 
collapse  of  1970-71.  Growth 
in  casino  revenues  slowed  in 
Las  \'egas.  Hence  Howard 
Johnson's. 

Casino  costs  txpicalK'  run 
only  (me-third  of  casino  reve- 
nues—that is,  gamblers' 
losses.  But  the  rest  is  by  no 
means  all  profit.  Consider 
Harrah's  Inc.,  the  class  of  the 
business  as  far  as  Wall  Street 
is  concerned.   Harrah's  stock 

sells  at  16  times  earnings,  vs. 

five  or  six  times  earnings  lor 
some  of  the  debt-ridden  Las  Vegas 
casino  companies.  Harrah's  took  in 
S67.8  million  at  its  casinos  in  Reno 
and  Lake  Tahoe  last  year,  against 
casino  operating  expenses  of  $20.6 
nullion.  Bui  Harrah's  also  spent  $8.3 
nn'llion  on  cnlertainment  last  year,  al- 
most all  of  which  it  had  to  recoup 
from  gambling  revenues.  Still,  Har- 
rah's runs  a  tidy  profit-and-los.s  state- 
ment: revenues,  886.4  million;  net  in- 
come, $6.4  million;  reluru  on  stock- 
holders' ('(|uily,  17V. 

So,  without  the  lodging  and  the 
entertaimnent,  neither  of  which  can 
be  profitable  by  itself  on  Las  Vegas' 
la\  ish  scale,  there  would  be  greath 
reduced  gambi'iig  profits.  This  sug- 
gests what  gambling  has  Ixjconie:  not 
so  much  a  money  transaction  as  a 
form  ol  recreation. 

Ask  l^arron  Hilton.  Hilton  Hotels 
bought  Kirk  Kerkorian's  International 
Leisure  Corp.— owners  of  the  Interna- 
tional and  I'laniingo  hotels— casinos 
in  N'egas.  Hilton  is  \ery  happy  with 
his    investment.    In    1970   Las   Vegas 
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lu^re  thinking  beyond  foreign 
irreacy  fluctuations.  Is  your 
international  financial  reporting 
Mequate?  How  can  you  "hedge" 
to  avoid  losses?  Increase  profits 


Carry  that  thinking  further. 
Bring  your  financial  future  to  us 
The  NORTHERN  TRUST  BANK 

50  South  LaSalle  Street  at  Monroe  •  Chicago  60690  •  (312)  346-5500  •  Member  F.D.I.C. 
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Do  you  know 
^our  car  could  have 
3uilt-in  reflexes  ? 

Some  drivers  will  always  be 
)etter  than  others.  But  thanks  to 
idvances  in  electronic  technology, 
f//  drivers  will  be  better  some  day 
)ecause  their  autos  will  have 
)uilt-in  reflexes. 

Drivers  will  have  electronic 
levices  to  control  skidding,  sense 
lighway  hazards,  provide  radar- 
ccuracy  speedometers,  or  even 
idjust  windshield  wipers  and 
lefrosters  to  the  actual  weather 
onditions.  All  automatically. 

Electronic  improvement  of  the 
utomobile  is  almost  limitless.  It  is 
stimated  that  by  1980  auto 
nanufacturers  may  be  spending  as 
nuch  on  solid  state  electronic 
ystems  as  on  the  engine  in  every  car 
hey  make.  Even  so,  in  the  long 
un,  electronic  solutions 

0  automotive  problems  are 
xpected  to  lower  the  cost  of 
inning  a  car. 

Today,  RCA  provides  the  auto 
idustry  with  components  for  the  new 
lectronic  ignition  systems, 
bmorrow,  we  will  provide  a  variety 
f  other  advances— such  as 
lectronic  devices  to  replace 
lefficient  mechanical  methods 
f  fuel  mixture,  which  will 
ut  energy  consumption  and  aid 

1  emission  control. 
Electronics  is  creating  ingenious 

ew  ways  to  enhance  life.  And 
ICA,  which  helped  create  the 
xhnology  itself,  is  still  pioneering 
le  electronic  way. 


The  electronic  way. 


contributed  $4.4  million  to  Hilton 
Hotels'  net,  then  $6  million  in  1971 
and  $8.5  million  last  year-fuUy  50% 
of  the  company's  earnings.  Hilton, 
puflBng  on  a  huge  cigar,  explains  how 
the  new  capacity  Las  Vegas  is  adding 
(12,000  rooms  in  the  next  five  years 
on  top  of  today's  27,000)  does  not 
represent  overbuilding,  but  is  an  aid 
in  attracting  convention  business. 

Conventions.  Las  Vegas  handled 
100,000  conventioneers  last  year, 
wants  all  it  can  take.  It  prefers  some 
professions  over  others.  "Scrap  metal 
dealers,  car  dealers  are  good,  doctors 
and  professional  people  are  not  so 
good,  insurance  people  are  awful. 
They  carry  bags  of  fried  chicken  to 
their  rooms,"  says  an  old  Vegas  hand. 

Hilton  itself  is  not  building  any  of 
the  new  capacity— though  it  hopes  to 
profit  from  the  increased  activity,  con- 
vention business  included.  The  com- 
panies building  or  planning  big  ex- 
pansions include  M-G-M,  which  now 
has  the  controversial  Kirk  Kerkorian 
as  largest  shareholder.  The  M-G-M 
Grand  Hotel  is  near  completion  on 
The  Strip.  Its  cost  has  reached  at 
least  $107  million-or  $17  million 
more  than  first  announced. 

Caesar's  World  Inc.,  owners  of  the 
No.  One  Strip  hotel  currently,  Caesar's 

Why  Bookies  Get  Gray  — 

"For  the  illegal  bookmaker,  life  was 
much  simpler  when  most  of  the  action 
was  on  the  horses."  Forbes'  authority 
for  that  statement  is  a  former  bookie, 
put  out  of  business  by  the  law,  but 
still  plugged  in  to  what  is  going  on 
in  the  gambling  world.  We'U  call  him 
Matty  Byrne— never  mind  his  real 
name.  He  explains  why  sports  betting 
can  be  a  headache  for  the  bookie: 

Essentially,  the  problem  is  that  in 
football  or  basketball  or  baseball 
there  are  only  two  teams,  so  there  is 
one  winning  bettor  for  every  losing 
bettor.  In  racing,  by  contrast,  there 
are,  say,  sis  horses  to  a  contest,  and 
that  means  there  can  be  five  losing 
bettors  for  every  winner.  Obviously, 
that  makes  for  better  profit  margins. 

Sports  betting  works  like  this:  In 
footbaU,  there  is  the  point  system;  if 
the  Miami  Dolphins  are  seven-point 
favorites  over  the  Washington  Red- 
skins, Miami  must  win  by  at  least 
eight  points  for  Miami  bettors  to  win. 

BasebaU  is  an  odds  game,  but,  un- 
like racing,  it  has  short  odds.  Who 
sets  the  baseball  odds?  The  football 
point  spread?  "The  line,"  says  Matty 
Byrne,  "comes  out  of  Vegas." 

In  football,  where  the  biggest  ac- 
tion is,  bookies  can  work  on  a  straight 
commission.  Bettors  on  either  side  bet, 
say,  $11  (or  $110  or  $1,100)  with  the 


Sports  betting  is  where  the  big 

money  is  today;  horse  betting  is  at 

best  flat.  Sports  betting  is  at 

least  a  $12-billion  business, 

and  may  be  as  much  as 

$20  billion. 


Palace,  just  paid  Del  E.  Webb  Corp. 
814  million  for  the  Thunderbird: 
"Two  million  dollars  of  our  own  and 
the  rest  from  real  estate  investment 
trusts,"  says  President  Bill  McElnea. 
Caesar's  plans  to  build  the  largest  re- 
sort hotel  in  the  U.S.,  the  2,350-room 
Mark  Anthony,  for  $120  million. 
Caesar's  has  $71  million  in  long-term 
debt  and  $44  million  of  equity.  The 


former  Lums  Inc.,  it  is  still  clearing 
up  losses  from  that  old  fast-food  fran- 
chise business.  Where  will  it  get  the 
money  for  the  Mark  Anthony? 

"We  may  get  a  major  company  in- 
terested for  investment  reasons.  Just  a 
straight  investment.  I  can't  say  more 
now,  because  I'm  talking  to  people," 
says  McElnea.  Significantly,  McElnea 
is  a  former  investment  banker  with 
Van  Alstyne  &  Noel  who  has  now 
gone  over  to  Caesar's,  one  of  his  for- 
mer clients,  as  president. 

Down  the  street  from  Caesar's  Pal- 
ace, the  Tropicana  plans  to  have  a 
couple  of  investors  with  names  known 
in  fields  other  than  finance.  Mario 
Puzo,  author  of  The  Godfather,  is  go- 
ing to  finance  the  $1.4-million  tennis 
court  complex,  and  Sammy  Davis  Jr., 
who  will  contract  to  appear  only  at 
the  Tropicana  in  Vegas,  will  make  an 
equity  investment.  "Sammy  will  be 
one  of  my  point  holders,"  says  Deil 
Gustafson,  a  Miimeapolis  bank  owner 
and  former  economics  professor. 

Thanks  to  Jimmy  Hoffa 

But  then.  Las  Vegas  has  never  at- 
tracted conventional  financing.  None 
of  the  big  insurance  companies  will 
touch  the  town;  six  of  The  Strip's 
gaudier  joints  were  built  with  money 


bookie;  the  winner  gets  $10  (or  $100 
or  $1,000)  of  the  loser's  money,  plus 
he  gets  his  own  back.  That  leaves  the 
bookie  with  $1  on  a  $22  bet,  4.5%. 

Poor  bookie?  Not  at  all.  The  volume 
is  terrific.  According  to  Ronald  Gold- 
stock,  an  assistant  district  attorney  in 
New  York  City,  $10,000  to  $25,000 
a  day  in  bets  is  a  basic  operation; 
$100,000  a  day  is  a  large  operation. 
"The  business  has  its  seasons,  of 
course.  When  the  World  Series  is  on, 
and  football  has  started  up,  the  action 
is  fantastic."  Then,  even  a  small  op- 
eration can  do  $450  a  day  in  com- 
missions, a  large  one  close  to  $5,000. 

Of  course,  there  is  overhead.  A 
$10,000-a-day  bookie  is  the  proprie- 
tor of  a  business,  employing  two  clerks 
and  an  accountant,  renting  phones, 
an  apartment,  paying  oflF  somebody- 
police  or  politicians— to  "protect"  those 
phones  from  wiretaps.  He  tries  to  keep 
those  costs  under  2.5%  of  his  gross. 

The  bets  are  phoned  in  by  cus- 
tomers who  may  never  see  the  pro- 
prietor. The  man  they  see  is  one  of 
the  bookie's  several  runners.  The  run- 
ners pay  oflF  winners,  collect  from  los- 
ers. If  at  the  end  of  the  week  the 
bookie  is  winning  money  from  a  run- 
ner's customers,  the  runner  gets  half 
of  those  winnings.  If  the  customers 
are  ahead,  the  proprietor  pays  and  is 


owed  the  money— at  no  interest— by 
his  runner.  Furthermore,  winners  are 
paid  immediately,  losers  sometimes 
wait  a  week  to  pay.  The  need  for 
working  capital  is  evident. 

Does  the  bookie  go  to  a  bank?  No, 
he  goes  to  a  loan  shark  and  borrows 
at  2%  a  week— a  special  low  bookmak- 
er's rate.  As  Matty  Byrne  points  out, 
it's  not  easy  to  keep  up  those  pay- 
ments—which is  how  many  bookies 
end  up  with  the  mob  as  a  partner. 
(Yes,  The  Mob;  we  never  said  book- 
making  was  a  clean  business. ) 

What  with  the  mob  and  rising 
overhead,  the  bookies  have  problems. 
So  they,  too,  are  tempted  to  gamble. 
That  is,  a  bookie  decides  to  take  a 
side  instead  of  laying  off  his  surplus 
of  bets  on  one  team  with  another 
bookmaker.  In  laying  off,  a  bookie 
simply  gives  up  some  of  his  bets.  It 
reduces  risk,  of  course.  Matty  Bryne 
laid  off  sometimes  with  two  or  three 
other  professionals  like  himself— after 
all,  the  New  Jersey  apartment  build- 
ing from  which  he  operated  for  years 
had  nine  bookies  in  it.  But  Byrne 
didn't  like  to  lay  off,  didn't  like  to 
give  up  business. 

But  you're  reducing  your  risk,  said 
the  smart  Forbes  reporter.  "If  I  want 
to  be  conservative,  I  can  go  work  in 
the  Post  Office,"  said  Byrne. 
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COME 
TOAiflSLASI 

First,  go  to  Hertz  or  Ryder.  See  what  deal  you  get. 

Then  come  talk  to  us. 


When  it  comes  to  leasing  or  renting  trucks,  Avis  has 
a  lot  to  offer 

For  example;  Avis  offers  you  a 
"Trial  Marriage  Lease."  It's  a  test-lease  arrangement 
that  you  can  back  out  of  after  only  90  days. 

For  any  reason.  Or  no  reason.  And  no 
questions  asked.  (Your  only  obligation  will  be  to 
purchase  your  truck  at  a  pre-determined  price.) 

And  we  have  a  total  transportation  survey 
that's  designed  to  give  you  the  most  efficient  fleet  of 
trucks  you  can  put  on  the  road. 

(In  fact,  we  may  even  advise  you  not  to  lease 
the  truck  you  want.  If  the  truck  you  want  doesn  t 
happen  to  be  the  truck  we  think  you  need.) 

Then  there's  our  policy  of  buying  all  your  old 
equipment.  At  fair  value.  And  replacing  it  with 
shiny  new  rigs.  Or  leasing  back  the  ones  that  are 
still  right  for  you. 

(Some  people  think  that's  crazy  We  happen 
to  think  it's  good  business.) 

But  no  matter  what  kind  of  lease  you  need. 
Avis  can  take  care  of  everything.  The  maintenance. 
The  garaging. The  painting  and  lettering  of  your 
design.  Etc. 

So  isn't  it  time  you  found  out  more  about 
leasing  trucks  from  Avis? 

Just  fill  out  the  coupon  below,  and  mail  it  to  us. 
You'll  discover  that  no  matter  what  kind 
of  deal  our  competitors  give  you,  you'll  get  a  really 
good  deal  at  Avis. 


r 


AVIS  TRUCK  DIVISION 
900  Old  Country  Road, 
Garden  City,  New  York  11530 

I'd  like  to  know  more  about  all  the  advantages  of 

leasing  trucks  from  Avis. 

Please  send  me  your  new  brochure. 


L-4-1 


Name 


Company. 
Address— 
City 


.Phone 


-State . 


.Zip. 


B 


AVIS  LEASES  AND  RENTS  FORD  AND  OTHER  DEPENDABLE  TRUCKS. 


The  try-harder  truck  people. 


Wlie^i*e  lU 
gets  its  etierg>^ 


In  the  fast-growing  energy 
market,  lU  supertankers  trans- 
port oil  throughout  the  world. 
We  also  manufacture  valves, 
pressure  vessels  and  other  energy 
systems  and  equipment.  In 
Canada,  we  supply  gas  and 
generate  electricity  for  397,000 
customers. 

In  1972,  lU  energy  operations 
contributed  60%  of  pre-tax 


income.  lU's  commitment  to 
this  business  ranges  from 
offshore  drilling  rigs  in  the 
North  Sea  to  a  new  fleet  of 
liquefied  natural  gas  (LNG) 
carriers  which  will  be 
operational  in  the  mid-1970's. 
If  you  would  like  to  know 
more,  write  Corporate  Affairs, 
lU  International,  1500  Walnut 
Street,  Philadelphia,  Pa.  19102. 


International 

SERMNG  WORLDWIDE  ENERGY.  TRANSPORTATION/DISTRIBUTION  AND  ENMRONMENT^L  MARKETS. 


How  Austin 

consulting  services 

helped 

Ohio  National  Bank 

of  Columbus  consolidate 

service  £Eicilities. 

Banking  functions  were  spread  over  four  locations  which 
hampered  inter-bank  work  flow  and  provided  poor 
environmental  and  security  control.  A  comprehensive  facilities 
analysis  by  Austin  evaluated  the  consolidation  of  all  operations 
in  a  central  complex  vs. the  advantages  of  a  remote  operations 
center.  The  details  of  how  the  relative  advantages  of  each 
location  were  weighed  could  be  important  to  you. 

Write,  on  your  letterhead,  please,  for  case  study  No.  62F. 

The  Austin  Company,  Consulting  Services, Cleveland,  Ohio  44121. 

THE  AUSTIN  COMPANY 

Consultants  •  Designers  •  Engineers  •  Builders 


from  the  Teamsters'  pension  fund. 
Things  may  be  changing,  but  there 
are  reasons,  after  all,  why  major  lend- 
ers have  shied  away  from  Las  Vegas. 
It  has  always  been  a  funny  business. 
Much  of  the  big  gambling  is  done  on 
credit.  Caesar's  Palace  does  a  big 
credit  business  and  has  casino  re- 
ceivables of  $13  million,  less  an  al- 
lowance of  $6.3  million  for  doubtful 
accounts.  The  company  netted  $1.6 
million  last  year.  (Harrah's,  by  con- 
trast, has  no  allowance  for  doubtful 
accounts;  it  writes  off  debts  not  paid 
in  30  days.  Harrah's  lost  $931,600  to 
welching  gamblers  this  way  last  year. 
This,  naturally,  alarms  conventional, 
pinstripe-suited  moneylenders. ) 

Other  Vegas  hotels  do  a  large 
junket  business.  Junkets  are  all-ex- 
pense-paid trips  for  big  gamblers— 
and  that  means  all  expenses;  these  are 
not   special-rate   charters   or   package 


More  significant  than  Howard 
Hughes  is  Howard  Johnson's 
orange  roof 
on  a  motel 
near  The  Strip. 
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tours.  Junkets  are  assembled  by  peo- 
ple in  other  U.S.  cities  who  know  who 
the  big  gamblers  are.  Travel  agents? 
Of  course  not.  Who  knows  the  big 
gamblers  better  than  do  bookmakers? 
Are  bookmakers  legal?  No.  This,  too, 
upsets  the  straitlaced  crowd. 

In  short,  the  big  lenders  worry  lest 
in  Las  Vegas  they  are  getting  into 
something  they  don't  understand  or 
would  rather  not  know  about.  But 
with  Hilton  and  Howard  Johnson 
there  now,  can  other  respectable  mon- 
ey be  far  behind?  Sin?  What  Alan  Lee 
of  the  Tropicana  says  will  probably 
come  true:  "We're  going  to  have  to 
hire  writers  a  couple  of  years  from 
now  to  write  lurid  stories  about  the 
bad  guys  and  the  characters  and  how 
colorful  it  all  was  then." 

By  that  time  states  and  localities 
will  be  knee-deep  in  the  gambling 
business.  Legalized  gambling  may  or 
may  not  drag  crime  in  its  wake  and 
it  may  or  may  not  live  up  to  ex- 
pectations as  a  revenue  producer,  l)nt 
it  is  hard  to  resist  the  conclusion  that 
it  is  an  idea  whose  \iwr  has  come.  ■ 
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The  plot  changes. 
The  story  stays  tliS  same. 


On  Monday  morning, 
weather  maps  will  be  drawn 
on  a  CalComp  system  — those 
for  the  German  weather 
service  on  a  flatbed  plotter— 
and  those  for  the  United 
Kingdom  on  a  microfilm 
graphic  system. 

At  the  same  time,  a 
leading  firm  of  London  stock- 
brokers and  many  of  their 
clients  will  begin  their  week 
with  trend  analysis  graphs 
plotted  on  CalComp  drum 
plotters. 

During  the  week,  Pirelli 
of  Italy  will  use  a  CalComp 
plotter  to  design  tire  treads. 


The  Concorde  supersonic  jet 
will  fly,  thanks  in  part  to 
engineering  drawings 
produced  by  a  CalComp 
plotter.  And  map  makers  all 
over  the  world  can  draw  maps 
with  a  speed  and  precision 
man  cannot  approach. 

The  plots  change. 

Wherever  in  the  world  a 
new  need  for  computer 
graphics  arises,  CalComp 
will  assuredly  have  the 
hardware  and  the  software 
to  meet  the  need. 

We  set  the  standards  for 
our  industry.  We  service  what 
we  sell  around  the  world. 


The  plot  changes.  But  our 
reputation  for  innovation  and 
our  concern  for  excellence 
—those  stay  the  same. 

For  information  on 
plotters,  call  your  local 
CalComp  office,  or  contact 
California  Computer 
Products,  Inc.,  FB-M9-73, 
2411  West  La  Palma  Avenue, 
Anaheim,  California  92801. 
(714)  821-2011. 


Back  to  the  Old  Country? 

The  U.S.  banks  that  have  swarmed  to  London  aren't 
exactly  rooted  there,  Morgan  Guaranty  warns. 


No  OTHER  U.S.  bank  could  have  done 
it.  That  is,  no  other  U.S.  bank  be- 
sides Morgan  Guaranty  could  have  re- 
minded the  British,  in  firm  but  friend- 
ly fashion,  why  U.S.  banks  love  to  do 
their  international  banking  business 
from  London— and  how,  if  the  London 
banking  environment  deteriorates  se- 
riously, they  may  soon  seek  a  new- 
ly created  haven  back  in  New  York. 

Morgan  Guaranty  (with  its  parent 
holding  company,  J. P.  Morgan)  is  the 
oldest  of  the  big  U.S.  banks  with  a 
major  stake  in  Britain,  having  done 
business  there  for  76  years.  Its  head 
start  is  reflected  in  the  size  of  its 
London  operation.  Last  year  47%  of 
its  $755-million  operating  income 
came  from  international  business,  a 
good  chunk  of  it  done  in  London. 
Some  38%  of  its  $12.8-billion  total 
deposits  are  in  overseas  branches,  a 
good  deal  in  London.  And  almost  all 
of  Morgan's  25%  second-quarter  earn- 
ings gain  came  from  overseas— again, 
to  a  great  extent  from  London. 

For  all  Morgan's  venerable  lineage 
in  Britain,  its  big  growth  there  has 
come  since  the  U.S.  imposed  the  in- 
terest equalization  tax  in  1963,  fol- 
lowed by  voluntary  and,  later,  man- 
datory controls  on  foreign  lending. 
The  imposition  of  controls  drove  this 
business  away  from  the  U.S.;  the  lack 
of  controls  lured  it  toward  London. 
"Despite  the  problems  with  their  own 
currency,"  says  Executive  Vice  Presi- 
dent Lewis  T.  Preston,  who  ran  Mor- 
gan Guaranty's  London  operation 
from  1965  to  1968  and  now  heads 
the  company's  international  banldug 
division,  "the  Bank  of  England  in  its 
wisdom  let  foreign  currency  banking 
not  only  exist  in  London,  but  grow  to 
the  point  where  London  is  the  finan- 
cial center  of  Europe  and  now  of  the 
European  Economic  Community." 

Morgan  was  not  the  only  bene- 
ficiary: Between  1965  and  today,  the 
number  of  U.S.  branch  banks  in  Lon- 
don has  leaped  from  12  to  over  40. 
Besides  Morgan,  no  fewer  than  six 
of  the  top  ten  U.S.  banks— Bank  of 
America,  First  National  City  Bank, 
Chase  Manhattan  Bank,  Manufactur- 
ers Hanover,  Bankers  Trust  and  Con- 
tinental Illinois— get  more  than  one- 
fourth  of  their  total  deposits  from 
overseas,  primarily  from  London. 

Lately,  however,  this  sweet  status 
quo  in  London  has  been  changing— 
for  the  worse.  A  recent  British  tax 
change  raised  the  corporate  tax  from 
40%  to  50%.   Most  British  companies 


could  offset  the  higher  corporate  tax 
via  a  simultaneous  35%  reduction  in 
taxes  paid  on  dividends  to  local  share- 
holders. But  Morgan  and  the  other 
U.S.  branch  banks,  having  no  public 
shareholders  in  Britain,  could  not.  So 
their  taxes  shot  up  25%. 

By  itself,  the  impact  of  the  new 
tax  might  have  been  blunted  by  a 
new  tax  treaty  now  being  renegotiated 
between  the  U.S.  and  the  U.K.  But 
more  alarming  to  Morgan  and  the 
other  U.S.  banks  in  London  was  the 
mounting  pressure  from  Britain's  new 
Common  Market  partners  to  harmo- 
nize U.K.  banking  laws  with  their 
own.  So  far,  the  Bank  of  England  has 
taken  the  stand  that  the  home  coun- 
tries of  its  foreign  banks  already  do 
the  job.  But  Britain  stands  alone  in 
that  view,  and  EEC  pressure  may 
pro\  e  irresistible. 

Early  Warning 

As  far  back  as  late  1972  Morgan 
Chairman  Ellmore  C.  Patterson  rec- 
ognized the  new  inclemency  in  the 
British  environment  by  warning  that 
U.S.  and  other  foreign  banks  could 
always  take  their  international  busi- 
ness elsewhere.  Perhaps  to  the  U.S. 
The  Administration's  announcement 
that  U.S.  capital  controls  on  interna- 
tional transactions  could  end  by  late 
1974  makes  it  seem  even  more  likely. 

"Our  London  oflBce  recently  man- 
aged a  substantial  loan  to  an  African 
country,"  Patterson  told  a  British  au- 
dience. "The  business  originated  in 
our  New  York  oflRce.  The  members 
of  the  lending  syndicate  were  a  group 
of  American,  Japanese  and  Canadian 
banks.  Because  London  was  the  most 
favorable  place  to  do  it,  the  business 
was  booked  in  our  London  office,  the 
loan  was  funded  in  London  and  the 
profits  taxed  in  London."  The  mes- 
sage was  clear:  It  could  have  been 
booked  and  the  profit  made  elsewhere. 

To  emphasize  the  point,  Morgan's 
London  branch  chief,  Daniel  P.  Davi- 
son (who  has  since  returned  to  the 
U.S.),  spelled  it  out  again  in  June. 

"No  figures  are  available,"  Davison 
said,  "on  profits  made  or  taxes  paid, 
but  if  foreign  banks  [in  London]  make 
an  average  three-fourths  of  1%  on 
the  assets  financed  by  their  depos- 
it liabilities— some  $65  billion— they 
could  be  reporting  gross  earnings  of 
almost  $490  million."  Add  fees  and 
foi'ieign  exchange  earnings,  he  went 
on,  and  an  "educated  guess"  for  the 
total  could  be  as  high  as  $550  million. 


Patterson  of  Morgan  Guaranty 

If  London  is  shortsighted  enough 
not  to  appreciate  this  business,  or 
knuckles  under  to  the  EEC  prefer- 
ence for  tighter  controls,  then  the 
U.S.  is  one  alternative.  Federal  Re- 
serve Governor  Andrew  Brimmer,  for 
one,  suggests  London-style  offshore 
banking  may  return  to  the  U.S.  any- 
way. A  problem  is  Ahat  the  Federal 
Reserve  would  be  unlikely  to  elim- 
inate its  reserve  requirements  on  any 
such  business  that  is  returned  here. 
Thus,  even  if  Morgan  and  other  U.S. 
banks  could  book  most  of  their  cur- 
rent foreign  business  at  their  head  of- 
fices, the  reserve  requirements  would 
tie  up  more  capital.  Nor  is  Morgan's 
Preston  so  sanguine  about  the  ending 
of  U.S.  controls  by  late  1974.  "My 
guess  would  be  that  the  timetable  is 
optimistic,"  he  says,  "and  I  would 
think  that  the  controls  would  prob- 
ably be  phased  out  gradually." 

Perhaps  the  best  forecast  would 
be  that  some  of  the  offshore  banking 
now  done  in  London  will  move  to  the 
U.S.— but  that  a  great  deal  of  it  will 
stay  right  where  it  is.  That  is  one 
objective  of  the  recently  formed  As- 
sociation of  American  Bankers  in 
London,  which  Morgan's  Davison 
helped  to  organize  and  which  Ls  made 
up  of  nearly  all  the  U.S.  banks  there. 
A  British  interbank  research  group  re- 
cently urged  the  government-banking 
committee  to  concern  itself  with  Lon- 
don's attractiveness  as  a  financial 
center,  better  commuting  for  the  fi- 
nancial district  and  more  office  space. 
(Office  space  now  often  goes  at  more 
than  $30  a  square  foot,  banking  hall 
space  at  over  $100.) 

Never  before  was  banking  such  an 
international  business,  which  means, 
of  course,  that  banks  are  far  from 
helpless  when  an  individual  govern- 
ment moves  against  them.   ■ 
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The  Money  Men 


Wall  Street:  Who  Needs  It? 


It  wasn't  so  long  ago  many  of  the  brightest  young  men 
from  the  most  prestigious  graduate  schools  and  colleges 
headed  straight  for  Wall  Street.  And  why  not?  Where 
else  could  a  top  salesman  make  $250,000  to  $500,000  a 
year?  Where  else  could  a  partner  in  a  successful  invest- 
ment house  take  home  $1  million?  Where  else  could  a  few 
hot  little  stocks  make  you  rich  overnight? 

The  bright  young  men  now  mostly  go  elsewhere.  Many 
of  those  who  started  out  in  Wall  Street  are  deserting  it. 

One  of  the  Wall  Street  dropouts  is  a  bright  young 
economist  named  James  M.  Stone,  25.  Before  graduating 
from  Harvard  in  1969,  Stone  worked  summers  in  cor- 
porate finance  at  what  is  now  Hayden,  Stone.  The  Street 
was  his  probable  career  goal.  But  what  he  saw  there  con- 
vinced him  that  Wall  Street  was  in  for  trouble.  "The  more 
I  thought  about  it,  the  more  I  realized  Wall  Street  wasn't 
going  to  be  a  worthwhile  place  to  work.  I  could  see  that 
there  really  wasn't  much  worthwhile  that  could  be  done 
for  the  customers.  It  was  full  of  talented  people,  but  they 
were  being  wasted." 

Stone  retreated  to  Harvard,  where  he  turned  his  brief 
but  disillusioning  experience  into  a  Ph.D  dissertation.  Sev- 
eral Forbes  editors  were  impressed  by  Stone's  thesis.  To 
those  who  worry  that  Wall  Street  may  be  doomed,  Stone 
retorts  that  the  investment  business  as  we  know  it  isn't 
necessary  anyway. 

Backed  by  extensive  computer  studies.  Stone  presents 
some  astounding  figures.  He  says  that  in  an  average  year 
Wall  Street— meaning  the  entire  investment  industry- 
charges  the  nation  something  like  $10  billion  for  its  ser- 
vices. It  could  be  done  better,  he  says,  for  perhaps  25% 
of  that  sum.  Of  course,  that  would  also  mean  the  end  of 
the  $500,000  salesmen  and  the  $l-million  partner. 

But  hasn't  the  shakeout  already  occurred?  Aren't  most 
Wall  Street  houses  losing  money?  Hasn't  the  price  of  a 
seat  on  the  New  York  Stock  Excl\^nge  dropped  from 
$515,000  to  $72,000  in  four  years?  Aren't  fewer  brokers 
on  safari  in  Africa  and  more  of  them  spending  two  weeks 
with  the  family  on  Cape  Cod? 

Yes,  says  Stone,  but  the  investment  business  is  still  a 
swollen  giant.  Here  is  an  industry  that  even  in  a  year  like 
1973  still  charges  the  U.S.  economy  $10  billion  for  its 
sei-vices.  And  all  it  does  is  shuflBe  pieces  of  paper.  It  is  so 
inefficient  that  even  charging  huge  prices  for  such  simple 
services,  it  can  no  longer  make  money.  So  argues  Jim. 

Stone's  prescription  for  the  futiue  is  based  on  his  fig- 
ures of  ,what  the  present  system  has  been  costing.  First, 
there  is^-some  $2.5  billion  in  direct  transaction  costs— run- 
ning the  Exchange  to  bring  buyers  and  seUers  together, 
plus  back-office  operations.  "That  is  overshadowed  by  some 
$3  billion  for  front-office  and  sales  costs,  including  cus- 
tomer service.  Then  there  is  close  to  $2  billion  for  re- 
search, perhaps  $1  billion  in  investment  banking  costs 
and  $1  bilhon-plus  in  miscellaneous  costs.  For  this  the 
U.S.  now  spends  about  1%  of  its  gross  national  product. 

Okay,  but  there  is  no  gainsaying  the  fact  that  we  need 
an  investment  industry.  Without  the  liquidity  it  provides 
and  without  the  money  it  raises,  our  economy  wouldn't 
work.  How  would  Jim  Stone  provide  the  necessary  services 
at  one-fourth  the  present  cost? 

First,  says  Stone,  Wall  Street  must  separate  its  sales 
and  research  eflFort  from  its  transaction  function,  which 


James  M.  Stone 


should  be  set  up  as  a 
nonprofit  public  util- 
ity: "It's  a  perfect  case 
of  monopoly  utility.  It 
should  be  designed  to 
function  at  a  highly 
automated  level— 

which  it  certainly 
doesn't  do  now— with 
a  transaction  cost  of 
almost  zero. 

"There  is  a  paral- 
lel," he  goes  on,  "in 
banking.  Many  years 
ago  the  Federal  Re- 
serve took  over  the 
processing  of  checks, 
since  it  had  to  be 
done  the  same  way 
by  every  bank.  The 
Fed  centralized  it, 
making  it  a  highly  ef- 
ficient operation— in- 
finitely "more  efficient 
than  the  transfer 
mechanism  of  the  se- 
curity industry."  As  a         . 

result,    banks    charge 

about  10  cents  for  a  check,  be  it  for  $1  or  $1  million.  Com- 
pare this  with  the  stock  market  where  a  $5,000  trans- 
action costs  each  party  to  it  about  $65. 

Stone  figures  that  building  an  automated  trading  util- 
ity would  involve  a  one-shot  cost  of  $1.5  billion  to  $2  bil- 
lion; after  that  annual  maintenance  and  operating 
charges  would  be  perhaps  a  third  of  today's  figure.  What 
then  happens  to  research,  custodianship  and  the  other 
services  brokers  now  provide?  These  would  be  sold  sep- 
arately, to  individuals  wanting  them,  for  hard  dollars— not 
hidden  in  a  high,  fixed  commission. 

An  automated  market  would  also  mean  the  end  of  the 
specialists,  who  would  be  replaced  by  a  memory  bank 
that  would  match  buy  and  sell  orders  on  a  central  tape. 
That  would  bring  a  saving  of  some  $100  million  a  year, 
says  Stone,  who  regards  the  specialist  as  profiteering  from 
his  exclusive  knowledge  of  the  "order  book"— what  buyers 
or  sellers  are  willing  to  pay  or  take  for  a  stock. 

Stone  would  like  to  see  a  few  more  things  unbundled, 
such  as  underwriting.  He  argues  that  most  money  raised 
by  industry  consists  of  bond  offerings  by  large  industrial 
and  utility  corporations.  They  do  not  really  need  Wall 
Street,  Stone  argues.  They  could  do  better  by  themselves. 

The  problem  with  equity  flotations,  he  goes  on,  is  a 
seemingly  innocuous  subsection  in  the  Securities  Act  of 
1933  requiring  that  the  prospectus  state  the  offering  price 
and  any  variations  therefrom.  "By  demanding  that  the 
price  be  set  in  advance,"  says  Stone,  "the  SEC  in  effect 
demands  that  there  be  a  large  army  of  salesmen  in  the 
field  to  tune  in  to  the  awareness  of  a  vast  public." 

Stone  would  like  to  see  Congress  change  the  1933  Act 
to  allow  continuous  offerings  of  shares  at  whatever  price 
they  would  bring  in  the  market.  But  the  companies  them- 
selves would  do  the  issuing  via  the  central  market  tape. 
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Give  her  one  letter 
to  write 


We'll  send  you 

information  on  all  these  services:      ^ 

Real  Estate.  Insurance.  Warehousing. 

Transportation.  Distribution.  Canton  Company  is  actually  a  lot 
of  companies  .  .  .  with  a  lot  of  creative  answers  for  today's  most  per- 
plexing problems  in  business  and  industry.  Maybe  we've  got  some  an- 
swers for  you. 

Send  for  our  new  brochure.  We'll  send  you  additional  information  on 
a  specific  field,  if  you  like.  Simply  write  us  on  your  company  letter- 
head or  use  the  coupon  below. 


CANTVN  COMPANY 

Canton  House,  P.O.  Box  447/Balto..  Md.  21203/(301)837-7733 


Please  send  me  your  brochure.  I  would  also  appreciate  some 

additional  information  on 

Name Title 

Firm    


The  Money  Men 

with  some  special  notation  to  diflFeren- 
tiate  between  old  and  new  stock.  For 
the  information  of  buyers,  the  com- 
panies would  issue  an  updated  pros- 
pectus quarterly  or  semiannually,  just 
as  mutual  funds  now  do. 
c  Less-well-known  companies  could 
still  work  through  imderwriters,  who 
would  act  as  dealers— that  is,  buy  an 
issue  outright  and  then  resell  it.  The 
smaller  the  company,  the  more  ex- 
pensive that  would  be.  But,  says 
Stone,  most  brand-new  companies 
can  be  "financed  privately  by  ven- 
ture capital  and  by  large  institutions 
until  they  are  large  enough  to  go 
public  or  issue  their  own  stock." 
Would  this  stop  some  fledgling  flota- 
tions? No  great  loss.  Stone  says:  "Too 
much  uneconomic  junk  was  public- 
ly financed  in  recent  years." 

What  would  the  stock  market  look 
like  in  Stone's  Brave  New  World? 
Anyone,  large  or  small,  novice  or  so- 
phisticate, could  step  up  to  any  one 
of  thousands  of  automatic  quotation 
boards  across  the  country  and,  by 
pushing  a  button,  see  the  exact  mar- 
ket position  of  any  stock— including 
the  order  book  of  buy  and  sell  orders 
overhanging  the  market,  as  well  as 
the  most  recent  transactions.  Then  he 
would  make  up  his  own  mind  wheth- 
er to  buy  or  sell.  What  would  hap- 
pen, in  the  absence  of  specialists,  if 
the  assassination  of  a  President  caused 
a  panic?  Stone  feels  savvy  investors 
would  soon  learn  that  such  times  may 
produce  bargains,  and  their  response 
would  serve  to  steady  the  market. 

The  Old  Order  Passeth 

Of  course,  the  whole  Stone  thesis 
is  a  bit  naive— as  though  so  many 
vested  interests  could  be  easily  swept 
away.  But  his  arguments  are  persua- 
sive enough  to  be  a  warning  for  those 
who  think  a  few  cosmetic  changes 
combined  with  a  turnaround  in  the 
stock  market  will  quiet  the  critics. 
Stone's  vision  of  a  75%  shrinkage  in 
Wall  Street's  income  probably  won't 
materialize,  but  it  is  increasingly  clear 
that  the  old  order  is  doomed. 

There's  a  footnote  to  this  story.  Jim 
Stone  has  gone  to  work  as  a  salaried 
consultant  to  the  big  Boston  insurance 
brokerage  concern  of  Fairfield  &  Ellis, 
spurning  Wall  Street  for  a  career  in 
the  relatively  stodgy  fire  &  casualty 
insurance  industry.  Why?  "Unlike 
Wall  Street,  fire  and  casualty  is  per- 
forming a  vital  function  that  can  be 
improved  in  a  fairly  simple  manner. 
Wall  Street,  as  it  is  now  constituted, 
is  simply  beyond  hope."  ■ 
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Ashland  Oil's  Srd  Quarter  39% 
better  than  last  year's  record. 


Sales  and  earnings  up, 
dividend  Increased. 

In  the  3rd  quarter  ended  June  30, 
Ashland  Oil  reported  revenues  of  $518 
million,  and  net  income  of  $22.3  million 
—equal  to  89  cents  per  share.  This 
represents  an  increase  of  39%  over  the 
same  period  in  fiscal  1972— imtil  now, 
the  best  3rd  quarter  in  the  company's 
history.  Ashland's  annual  dividend  on 
common  stock  was  increased  from  $1 .20 
to  $1.30  per  share. 

Consolidated  figures  for  the  first 
nine  months  of  the  year  show  revenues 
of  $1.4  billion,  and  net  income  of  $60.8 
million— equal  to  $2.40  per  share.  At 
this  point  in  time,  it  appears  that 
results  for  fiscal  1973  will  set  new 
records  for  the  second  year  in  a  row. 

Ashland  Chemical  on  way 
to  record  year. 

Following  a  43%  increase  in  profits 
for  the  first  six  months  of  1973,  this 
division's  3rd  quarter  profits  continue 
to  move  ahead.  Sales  of  polyester  resins 
increased  by  99%.  Carbon  black  and 
synthetic  rubber  volume  increased  by 
14%.  The  Foundry  Products  Division  s 
sales  increased  34%,  led  by  a  100%  gain 
in  the  sale  of  patented  Isocurl  resins. 

Ashland  Canada  Increases 
production  and  profits. 

For  the  3rd  Quarter  of  fiscal  1973, 
Ashland  Canada  s  net  income  was  18% 
ahead  of  last  year's.  The  company  is 
currently  producing  crude  oil  at  the 
rate  of  22,900  barrels  a  day  versus 
16,400  a  year  ago.  Ashland  Canada  has 
3.8  million  net  acres  of  petroleimi  and 
natural  gas  rights  in  western  Canada, 
the  Northwest  Territories,  the  Arctic 
Islands  and  eastern  Canada  offshore 
areas  with  participation  in  223  wells 
scheduled  during  the  current  year. 

Ashland  Resources  profits 
from  record  backlog. 

The  road  construction  and  con- 
struction materials  operations  con- 
tinue at  near  record  levels  despite  the 
prolonged  bad  weather  in  many  areas. 
With  a  record  backlog  of  contracts,  the 
outlook  for  the  remainder  of  the  year  is 
excellent.  Arch  Mineral  Corporation,  a 
45%-owned  affiliate,  recently  opened  its 
seventh  coal  mine.  Production  will  be 
sold  under  longterm  contract  to  electric 
utilities. 


Ashland  Exploration 


Ashland  Petroleum 


Ashland  Petroleum  responds 
to  energy  crisis. 

Ashland  Petroleum's  3rd  quarter 
activities  were  at  record  levels— 
reflecting  continuing  efforts  to  help 
meet  the  nation's  increasing  energy 
needs.  Refinery  runs  averaged  337,000 
barrels  a  day  for  the  first  nine  months, 
an  18,700  barrel  a  day  increase  over 
the  same  period  last  year.  Ashland 
Petroleum  continues  to  be  the  largest 
supplier  of  gasoline  to  independent 
service  stations,  and  is  making  a 
concerted  effort  to  satisfy  the  needs  of 
this  vital  segment  of  the  petroleum 
industry. 

A  deeper  look  at 
Ashland  Exploration. 

Since  1967,  Ashland  has  been 
involved  in  an  aggressive  exploration 
program  to  improve  its  ratio  of  crude 
oil  production  to  refining  capacity—  a 
program  that  is  now  beginning  to  bear 
fruit.  Domestically,  the  division  has 
interests  in  producing  oil  and  gas  wells 
in  21  states.  Major  exploration  and 
development  activities  are  under  way 
in  the  two  tracts  acquired  at  the  Federal 
Offshore  Louisiana  Lease  Sale  of 
December  1972.  Overseas,  the  division 
is  concentrating  on  areas  where  sub- 
stantial oil  and  gas  reserves  are  likely 
to  exist— the  Persian  Gulf,  Indonesia, 
the  British  North  Sea,  Venezuela  and 
Nigeria.  In  Nigeria,  a  ioint  venture 
agreement  was  recently  signed  with  the 
Nigerian  National  Oil  Company  and 
exploration  will  be  conducted  on  two 
blocks  adjacent  to  currently  producing 
fields.  Offshore  Abu  Musa  Island  in  the 
Persian  Gulf,  two  wells  recently  tested 
at  the  total  rate  of  110,000  barrels  of 
low-sulfiir  oil  a  day.  A  third  well  will 
soon  be  drilled  from  a  new  jackup  rig. 

We  anticipate  that  exploration  and 
development  efforts  will  continue  at  a 
relatively  high  level  in  fiscal  1973.  We 
believe  this  investment  will  help 
Ashland  to  continue  breaking  its 
earnings  records  in  the  years  ahead. 
For  a  copy  of  our  3rd  Quarter  Report, 
write  Ashland  Oil,  Inc.,  Dept.  E, 
Ashland,  Kentucky  41101. 


Ashland 


Ashland  Oil.  Inc..  Ashland.  Kentucky 


The  Green  Stamps  Sing  the  Blues 


It's  a  sellers'  market  in  groceries  artd  gasoline. 
So  who  needs  trading  stamps? 


Remember  when  Sperry  &  Hutchin- 
son was  a  growth  stock?  As  recently 
as  1970  it  sold  for  nearly  20  times 
earnings  and  five  times  book  value, 
but  1970  was  a  long  time  ago,  and 
times  change.  Yesterday's  growth 
stock  has  a  way  of  becoming  today's 
laggard— a  fact  that  too  few  security 
analysts  seem  to  appreciate. 

Sperry  &  Hutchinson  certainly  did 
look  good.  By  the  mid-Sixties,  rough- 
ly four  U.S.  famihes  out  of  five  were 
collecting  stamps,  pasting  them  in 
books  and  exchanging  the  books  for 
an  assortment  of  consumer  goods. 
Sperry  &  Hutchinson,  with  its  famed 
Green  Stamps,  was  the  blue  chip  of 
the  industry.  Its  stamp  business,  $363 
million  last  year,  made  up  about  half 
the  national  total.  S&H  continued 
growing  even  after  the  business  as  a 
whole  turned  down  in  1967. 

Now,  however,  even  the  ubiquitous 
Green  Stamp  is  in  deep  trouble.  The 
housewives  know  the  reasons.  Rap- 
idly rising  food  costs,  coupled  with 
the  short  supply  of  some  food  items, 
are  forcing  the  supermarket  chains 
to  eliminate  all  the  frills  in  an  eflFort 
to  keep  retail  prices  from  going  high- 
er than  they  already  are.  A  buyers' 
market  has  become  a  sellers'  market. 
There  is  no  longer  any  need  to  lure 
'em  into  the  stores.  At  the  same  time, 
the  gasoline  shortage  is  causing  many 
service  station  dealers  to  turn  away 
business.  This  is  hardly  the  kind  of 
environment  in  which  trading  stamps 


can  survive. 


No  one  knows  that  better  than 
Sperry  &  Hutchinson  President  Fred- 
erick Collins  Jr.  and  his  chief  stamp 
man,  Jackson  S.  Smith  Jr.  Both  of 
them  are  disarmingly  frank.  Putting 
it  rather  bluntly,  Smith  says:  "You 
might  say  we're  hanging  on  for  dear 
life." 

Wifhout  Hope 

In  the  past  few  years  S&H  has 
been  able  to  keep  its  profits  growing, 
partly  because  of  the  housewives'  lust 
for  Green  Stamps  and  partly  because 
of  a  diversification  program.  Last  year 
40%  of  S&H's  revenues  ($606  mil- 
lion) and  52%  of  its  net  profits  ($39.4 
million)  came  from  activities  outside 
the  stamp  business.  This  consisted 
chiefly  of  a  good-sized  Connecticut 
bank  and  a  bagful  of  home  furnishing 
companies  grouped  around  Bigelow 
carpets.  These  are  good  businesses 
(although  S&H  must  get  rid  of  the 
bank  by  the  end  of  1980),  but  they 
aren't  the  stamp  business.  Without  the 
stamp  business,  S&H  is  just  another 
conglomerate. 

S&H's  problems  began  in  June  1972 
shortly  after  giant  A&P  introduced  its 
WEO  (Where  Economy  Originates) 
discounting  program.  A&P  is  not  an 
S&H  customer.  But  other  large  su- 
permarket chains,  notably  the  717- 
store  Acme  chain,  are,  and  they  rap- 
idly followed  A&P's  example  and 
dropped  stamps.  In  less  than  a  few 
months,  S&H  lost  a  good  chunk  of  its 
supermarket    trading    stamp    volume. 


which  last  year  accounted  for  $179 
million  in  sales. 

"We've  replaced  about  a  fourth  of 
that  business  by  picking  up  the  small 
one-  and  two-store  chains,"  Smith 
says.  "But  if  the  President's  Phase  4 
program  puts  the  squeeze  on  the  food 
retailers,  things  could  certainly  get  a 
lot  tougher." 

Under  Phase  4,  merchants  will  be 
*  able  to  pass  on  to  their  customers 
the  increased  cost  of  the  goods  they 
sell,  but  will  not  be  able  to  add  on 
traditional  markups  for  such  things 
as  higher  salaries.  Because  of  this 
cost-price  squeeze,  supermarkets  that 
still  offer  trading  stamps  (which  cost 
them  roughly  2%  of  gross  sales)  will 
have  to  eliminate  all  extras  to  stay  in 
the  black.  Roughly  one-third  of  the 
nation's  40,600  supermarkets  are  still 
offering  trading  stamps.  By  the  end  of 
this  year,  industry  sources  expect  that 
figure  to  drop  substantially. 

The  story  at  the  service  stations  is 
no  better,  and  may  be  a  little  worse. 
Last  year  Green  Stamp  sales  to  service 
station  dealers  amounted  to  $90  mil- 
lion. This  year  the  figure  could  be 
far  less. 

"This  whole  gasoline  shortage  thing 
wasn't  in  our  plans,"  explains  Smith. 
"When  it  hit  us  in  May  we  had  just 
for  the  first  time  allocated  part  of  our 
ad  budget  for  weekend  radio  com- 
mercials aimed  at  the  service  station 
business.  How  do  you  like  that  for 
bad  timing?" 

In  an  effort  to  pick  up  new  busi- 
ness at  the  pump.  Smith  decided  to 
pay  salesmen  double  commissions  on 
service  station  business.  As  a  last 
hope,  the  salesmen  are  supposed  to 
convince  dealers  not  to  remove  theii- 
Green  Stamp  signs.  "We  tell  them  to 
put   a   green   garbage   bag   over   the 


The  Long  Shot 


Here's  a  stock  where  $8  will  get  you  a  possible 
$5  in  earnings.  But  there  are  some  hitches. 


How  OFTEN,  even  in  these  days,  do 
you  find  a  stock  that  could  earn  $5 
a  share  for  the  year  selling  around 
$8?  Not  often,  of  course,  but  then  the 
Chicago  Milwaukee  Corp.  is,  to  put 
it  mildly,  a  very  speculative  stock. 

Its  main  asset  is  the  common  stock 
of  the  sprawling  Chicago,  Milwaukee, 
St.  Paul  &  Pacific  Railroad.  The  Mil- 
waukee Road  has  a  terrible  record. 
It  has  run  in  the  red  for  the  past 
four  years.  It  has  paid  nothing  to  com- 
mon stockholders  since  1967,  or  to 
preferred  stockholders  since  1969, 
and  its  income  bonds  are  in  arrears. 


Why  then  is  it  making  so  much 
money  this  year?  Grain  is  one  reason; 
the  Milwaukee  taps  one  of  the  best 
farming  areas  in  the  U.S.  Its  ship- 
ments from  grain  fields  in  southern 
Montana,  Wyoming  and  Iowa  are  car- 
ried for  export  to  the  Northwest,  the 
Mississippi  River  and  the  Great  Lakes. 
Autos  are  another;  its  lines  from  St. 
Paul  to  Kent,  Wash,  haul  cars  for 
distribution  throughout  the  North- 
west. Lumber  is  yet  another;  the  rail- 
road runs  through  prime  lumber  terri- 
tory. Its  operating  revenues  rose  from 
$153   million   in   the   first   six   months 


of  1972  to  $176  miUion  in  the  first 
half  of  this  year,  the  biggest  percent- 
age gain  in  revenues  of  any  major 
railroad  in  the  country. 

The  Milwaukee  has  other  things 
going  for  it,  too.  As  a  condition  for 
approving  the  merger  that  created  the 
great  Burlington  Northern,  the  Inter- 
state Commerce  Commission  required 
the  BN  to  allow  the  Milwaukee  to 
use  BN  tracks  to  run  trains  directly 
into  Portland,  Ore.  where  Milwaukee 
track  does  not  run.  The  merger  also 
opened  up  direct  interchanges  with 
BN  tracks  at  11  key  points  in  the 
Northwest  for  Milwaukee.  Previously, 
the  Milwaukee  had  to  turn  over  at 
St.  Paul  westbound  traffic  for  these 
points  to  the  old  Northern  Pacific  or 
Great  Northern  lines. 

A  .second  ICC  move  made  the  Mil- 
waukee   a    major    mover    of    frozen 
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"Ask  him  if  he's  got  any  gas." 

Swab— Sunday  Telegraph,   London  Ben  Roth  Agency 


signs,"  quips  Smith.  "It  has  a  psycho- 
logical advantage.  When  the  gaso- 
line shortage  is  over,  they'll  be  ready 
customers." 

The  bags  may  remain  there  a  long 
time.  The  National  Congress  of  Pe- 
troleum  Retailers    is    now   telling   its- 
members  that  the  gasoline  shortage  is 


likely -to  last  for  as 
long  as  four  years. 
During  that  time  it 
expects  that  many 
of  the  estimated 
50,000  dealers  still 
offering  stamps  will 
drop  them. 

As  if  S&H  doesn't 
have  enough  to 
worry  about,  in  July 
the  Federal  Trade 
Commission  gave 
it  another  po- 
tential headache.  It 
ordered  the  compa- 
ny to  offer  the 
housewives  the  op- 
tion of  redeeming 
each  book  of  stamps 
for  either  $2  in  cash 
or  a  gift  valued  at 
$3.  On  the  surface, 
the  FTC  order  does 
not  seem  to  be  a 
terrible  threat.  Cur- 
rently, 21  states  re- 
quire S&H  to  re- 
deem its  stamps 
for  cash.  Says  Pres- 
ident Collins:  "Less 
than  1%  of  our 
stamps  in  those 
states  are  redeemed 
for  cash.  So  we 
don't  expect  this  rul- 
ing to  aflFect  us  at 
all." 
The  FTC  has  a  different  opinion. 
According  to  an  attorney  involved  in 
the  five-year  suit,  a  great  number  of 
housewives  may  begin  redeeming 
their  stamp  books  for  cash.  The  cash 
option  previously  was  a  well-kept 
company  secret.  The  attorney  reasons 
that,    with   inflation,   housewives    are 


looking  for  a  new  source  of  money. 

S&H  is  somewhat  like  a  bank.  As 
long  as  the  housewife  holds  her 
stamps,  S&H  has  use  of  her  money. 
S&H's  total  "float"  is  now  just  over 
$250  million,  and  much  of  it  is  in- 
vested in  stocks  and  bonds.  Last  year 
these  investments  produced  $8  mil- 
lion, or  around  one-fifth  of  S&H's 
net  income.  Generally,  a  year  elapses 
between  the  time  the  store  pays  for 
the  stamp  and  the  housewife  redeems 
it.  Should  she  begin  to  redeem  for 
cash  at  a  much  faster  pace,  the  float 
could  be  reduced  substantially. 

Collins  and  Smith  have  some  stamp 
operations  that  are  grov^dng.  S&H 
uses  trading  stamps  and  gifts  for  in- 
centive purposes,  such  as  salesmen's 
bonuses.  It  has  also  started  a  bonus 
gift  program.  The  idea  here  is  to  get 
companies  to  attach  an  S&H  redeem- 
able coupon  to  newly  introduced 
or  slow-selling  products. 

But  such  incentive  and  promotion- 
al programs  last  year  brought  in  only 
$43  million  in  revenues.  That's  hardly 
the  kind  of  volume  that  S&H  needs 
to  replace  its  supermarket  and  service 
station  business.  Expanding  abroad 
hardly  seems  the  answer.  S&H  has  a 
small  operation  in  England,  but  a  few 
yeai'S  ago  it  pulled  out  of  Spain,  Bel- 
gium and  West  Germany  altogether. 

Management  still  has  a  strong  card 
in  its  hand:  It  has  no  debt  to  speak 
of,  and  its  assets  are  highly  liquid. 
Moreover,  first-half  1973  earnings 
were  about  even  with  last  year's, 
largely  because  the  Bigelow  carpet 
business  is  booming  and  because  the 
company  has  been  buying  in  its  own 
shares.  But  with  its  basic  business  in 
trouble,  S&H  sold  late  last  month  for 
just  under  book  value,  down  67%  from 
last  year's  high.  ■ 


french  fries.  That's  right,  french  fries. 
Since  gaining  direct  access  to  Louis- 
ville in  March  via  the  tracks  of 
the  Louisville  &  Nashville  Railroad, 
the  Milwaukee  has  shipped  trains 
full  of  french  fries  from  potatoes 
grown  and  processed  in  Idaho.  More 
important,  Louisville  is  a  key  inter- 
change point  for  shipments  to  and 
from  the  Southeast.  Another  Louis- 
ville boon:  Kentucky  coal  bound  for 
Chicago. 

In  the  background,  but  possibly 
even  more  significant,  the  Milwaukee 
has  a  brilliant  marriage  prospect.  It 
has  been  talking  merger  with  the  big 
and  well-heeled  Burlington  Northern. 
From  a  traffic  point  of  view,  the  merg- 
er would  be  a  natural.  But  there  still 
could  be  many  slips:  No  price  has 
been  agreed  upon,  and  competing 
roads  would  probably  scream  bloody 


murder  over  such  a  merger.  Still,  the 
prospects  are  mouth-watering:  The 
Milwaukee  has  only  2.5  million  shares 
outstanding,  and  even  a  modest  price 
for  its  assets  would  work  out  to  a 
hefty  per-share  price. 

If  the  Milwaukee  is  so  lucky,  how 
come  its  stock  is  so  cheap?  Partly  be- 
cause investors  have  been  burned  so 
often  before  in  railroad  merger  cases. 
Partly  because  the  Milwaukee  itself 
is  by  no  means  yet  in  the  clear. 

Grain  prospects  remain  brilliant, 
but  housing  starts  are  falling  fast, 
and  lumber  traffic  could  fall  off.  Even 
with  traffic  booming,  the  Milwaukee 
is  only  marginally  profitable.  The 
holding  company  earned  $8  million 
in  the  first  half,  bolstered  by  sales  of 
land  and  timber  belonging  to  the  rail- 
road. According  to  the  ICC,  railroad 
operating  profit  was  only  about  $3.5 


million,  a  meager  2  cents  on  the  reve- 
nue dollar.  Moreover,  the  ICC  has 
been  sluggish  about  granting  the 
railroads  a  badly  needed  freight  in- 
crease, and  the  Milwaukee,  like  other 
railroads,  faces  constantly  rising  costs 
of  labor,  fuel  and  equipment. 

At  any  rate,  dividends  seem  a  long 
way  off.  First,  the  company  will  have 
to  clear  up  some  $8.3  million  in  ac- 
cumulated past  interest  on  its  income 
bonds.  And  it  is  saddled  with  $221.5 
million  in  long-term  debt. 

Under  the  circumstances,  neither 
Chairman  William  J.  Quinn  nor  Presi- 
dent Worthington  Smith  will  talk. 
"Things  are  too  much  in  transition," 
says  a  spokesman. 

So  even  at  IM  times  potential  earn- 
ings, the  Milwaukee  is  something  of 
a  long  shot.  But  an  intriguing  long 
shot  it  is.  ■ 
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GTE,  One  Stamford  Forum,  Stamford,  Conn.  06904 


Where  would  we  be 


Suppose  for  a  minute  that  we  were 
General  Electronics  instead  of  General  Telephone 
&  Electronics. 

We'd  still  be  No.  1  in  Photo  Flash. 

And  No.  2  in  Fluorescent  Lighting. 

We'd  still  be  No.  1  in  Data 
Communication  Systems. 

No.  1  in  Computer  Accessed  Stock 
Market  Services. 

And  we'd  still  be  No.  2  in  picture  tubes 
forcolorTV.aswell  as  No.1  in  black  &  white. 

Funny,  isn't  it, that  some  people  still 
thinkof  usasa  phone  company. 
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GERERALTELEPHOnE  G  ELECTRGRICS 
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Pick  up  the  phone  for  a  closer  look. 


Whether  you're  close  to  a  decision  or 
just  beginning  to  think  about  advan- 
tageous locations  for  a  plant  or  office, 
ask  for  one  or  all  six  of  the  brochures 
shown  above.  They'll  fill  you  in  fast 
on  the  strategic  advantages  many 
companies  are  finding  in  the  3000- 
square-mile,  3-state  CG&E  Area. 
Each  brochure  deals  with  just  one  of 
six  factors  companies  consider  impor- 


tant in  seeking  a  location  for  a  new 
plant  or  office;  or  expanding  an 
existing  one.  If,  after  this  closer  look, 
you  decide  you  want  more  facts, 
maps,  a  special  study  and  (we  hope) 
a  conducted  tour,  just  ask.  Call  or 
write  James  A.  Wuenker  (513- 
632-2595),  Area  Development  Divi- 
sion, Cincinnati  Gas  &  Electric 
Company,  Cincinnati,  Ohio  45202. 
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The  Cincinnati  Gas  &  Electric  Company . . .  Serving  a  3-State  Area 


The  Numbers  Game 

Last  Bath  in  Hollywood? 


All  together  now— and  a  one!  and  a  two! 

There's  no  business  like  show  business,  like.  .  .  . 

Everytime  they  see  an  accountant,  Hollywood  moguls 
belt  out  that  old  number  like  a  Busby  Berkeley  chorus 
line.  Don't  make  us  keep  our  books  like  other  industries, 
they  sing.  We're  not  like  other  industries! 

There  is  nothing  like  a  .  .  .  film!  Nothing  in  the  world  .  .  . 

Dazzled  by  such  routines,  the  accounting  profession 
has  permitted  the  movie  industry  to  use  a  broader  array  of 
accounting  techniques  than  is  to  be  found  almost  any- 
where else  iTi  Ameiican  industry.  If  the  movie  b\isiness  is 
unicjue,  then  almost  any  accounting  technique  could  be 
rationalized.  And  was.  The  losers  were  often  imestors  who 
learned  to  their  cost  that  earnings  were  not  really  earnings, 
assets  not  really  assets. 

Take  a  simple  thing  like  the  sale  of  a  feature  film  to  a 
television  network,  for  example.  There  are  more  "generally 
accepted,"  entirely  difi^^erent  ways  to  report  that  transaction 
than  there  aie  customers— fovu%  in  fact. 

Columbia  Pictures,  using  the  "contract  method,"  takes 
its  profits  the  moment  the  contiact  is  signed  with  the  net- 
work—even though  not  a  penny  may  have  changed  hands 
and  the  network  may  not  be  able  to  show  the  film  for  an- 
other three  years  (while  the  film  is  being  shown  in  movie 
theaters).  MCA,  using  the  "billing  method,"  takes  its  prof- 
its as  it  receives  installment  payments  from  the  network. 
M-G-M  uses  the  "deferral  method,"  and  takes  its  profits 
evenly  over  the  entire  period  of  the  license— say  for  five 
years.  And  for  films  made  exclusively  for  television, 
movie  companies  seem  to  use  the  "delivery  method,"  taking 
their  profits  when  the  film  is  in  the  hands  of  the  networks. 

Here  was  an  industry  where  you  could  borrow  money 
to  make  a  film  and  call  your  current  interest  charges 
on  that  debt  an  "asset"  that  covild  subsequently  be 
written  ott  if  the  film  turned  out  to  be  a  bomb.  Current 
salary  and  distribution  costs  weren't  costs  either.  They 
were  current  "assets '  until  the  film  started  making  money. 
You  could  carry  worthless  old  script,  scenarios  and  aging 
films  as  cm  rent  assets  almost  indefinitely. 

If  you  got  tired  of  carrying  that  cinematic  bomb  as  a 
current  asset,  you  t-ould  always  bury  its  losses  just  by 
signing  a  fat  television  contract  for  one  of  your  more 
popular  fihns— even  though  that  contract  might  not  take 
effect  for  three  more  years. 

You  could  finance  a  film  by  guaranteeing  a  bank  loan 
to  an  independent  producer  and  ne\er  show  that  loan 
on  your  financial  statements^  except  for  a  cryptic  footnote. 
And,  of  course,  you  could  play  the  highly  popular  "big 
bath"'game,  allocating  exaggeiated  amounts  of  production 
overhtnid  to  a  lemon  which  you  then  quickly  write  down- 
lightening  the  cost  burden  for  your  successful  films. 

What  other  industry  could  play  such  games  regularly 
and  still  get  "clean"  certificates  from  the  auditors— and 
sometimes  rave  reviews  from  the  business  press? 

Well,  as  they  used  to  say  back  home  in  Ohio,  fun's  fun, 
but  you  can't  dance  all  night.  Last  month  the  Ameiican 
Institute  of  Certified  Public  Accountants  finally  published 
a  little  1)lack  Accounting  Guide  for  "motion  picture  films" 
that  promises  to  sour  Hollywood's  numerical  songs  and 
dances  (juicker  than  a  theaterful  of  dyspeptic  movie  crit- 
ics. Packing  the  full  weight  of  an  APB  Opinion,  the  guide 
calls  for  sweeping  changes  in  reporting  and  across-the- 
board  tmiformity  in  accounting  policy. 
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How  do  you  like  them  eggroUs,  moguls? 

Slipping  gracefully  into  our  Clark  Kent  routine,  we 
dashed  off  to  the  Manhattan  home  offices  of  Peat,  Mar- 
wick,  Mitchell  at  .34.5  Park  Avenue  for  a  chat  with  Partner 
Seymour  (Sy)  Bohrer,  who  had  captained  the  nine-man 
CPA  team  that  wrote  the  guide.  It  had  taken  three  full 
years  of  research,  he  told  us  proudly— well,  actually,  three 
years  of  a  day  or  so  every  couple  of  months,  either  in 
Manhattan  or  Los  Angeles. 

"I  think  we  covered  all  the  controversial  areas,"  said 
Bohrer.  "We  should  have  uniformity  of  reporting  within 
the  industry  now." 

By  far  the  toughest  problem,  Bohrer  said,  had  been  de- 
ciding which  of  the  foiu'  "generally  accepted"  ways  to  re- 
port the  sale  of  a  feature  film  to  television  was  really  ac- 
ceptable. The  verdict:  none  of  the  above.  Now  movie  com- 
panies must  wait  until  the  television  network  can  actual- 
ly show  the  film  before  taking  the  income  on  the  contract. 

Well,  we  replied,  we  could  easily  understand  why  it 
was  desirable  to  stop  the  "front-ending"  of  the  contiact 
method,  where  you  took  the  income  the  moment  you 
signed  the  contract,  instantly  hiding  all  tho.se  costly  lem- 
ons you  had  just  cranked  out.  But  what  about  the  ap- 
parently conservative  "deferral  method"  that  M-G-M  was 
using,  where  you  took  your  income  evenly  over  the  life 
of  the  contract.  What  was  wrong  with  that? 

"Well,  now,  you  see  that's  really  cash  basis  account- 
ing, which  is  not  really  generally  accepted  accounting," 
Bohrer  replied.  "The  ettort  of  that  sale  has  been  made 
previously.  You'xe  negotiated  a  contract,  you've  made  and 
delivered  the  picture,  you  ha\e  a  credit-worthy  custom- 
er and  you  can  take  his  paper  and  discount  it  at  a  bank, 
which  most  movie  companies  do  as  a  method  of  financing. 
So  now  you  have  a  company  that  might  show  a  lot  of 
income  some  year  and  really  not  have  done  anything 
except  collect  payments  on  contracts  they  negotiated  two 
years  ago.  Now  that  wouldn't  be  a  true  picture  of  what 
was  happening  within  the  company,  would  it?" 

Next,  the  nine  accountants  gave  some  thought  to  the 
prevailing  industry  practice  of  capitalizing  interest  on  cash 
borrowed  to  make  a  film.  They  listened  at  length  to  the 
moguls  explain  why  the  filming  of  Last  Tango  in  Paris-  was 
really  no  difl^erent  in  this  respect  than  building  the  World 
Trade  Center  at  the  foot  of  Manhattan.  How's  that  again? 
Well  you  see,  said  the  moguls,  in  both  cases  you're  pro- 
ducing a  long-lived  asset.  We  can  sell,  resell  and  re-resell 
a  film  to  the   same   people   over  many   years,   and  oftoi 
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OIL  AND  GAS  DIVISION 

Explores  for  end  develops 
oil  and  gas  reserves  and 
produces  these  fuels  to  help 
meet  the  demands  of  a 
market    in    short    supply. 

WHELAND  FOUNDRY  DIVISION 

Volume  producer  of  grey 
iron  castings,  primarily  for 
the  automotive   industry. 
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NORTH  AMERICAN 
ROYALTIES,  INC. 

Gordon  Street, 
President 

CHATTANOOGA,   TENN.    37-102 
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Pacific  Coast  Stock  Exchanges 
(Symbol:  NAR) 


THE  DIAMOND  OF  HER  DREAMS 
at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  V4  to  Vz  higher. 

OVER  5.000  STYLES  SIOO.  to  SIOO.OOO 
Send  for  FREE  92-paKe  Catalog! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th  fl. 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

Name 

Address Zip 
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YOUR  LOGO  ON 

POLISHED  MARBLE 
PAPERWEIGHTS 

100  Minimum  S168.  total  cost  Your 
logo  etched  in  up  to  5  matctied  col- 
ors. Spread  good  will  at  minimum 
cost.  Free  sample  paperweight  and 
literature.  Letterhead  requests  only. 
PAPERWEIGHTS,  INC.  Dept.  IK 
100  Broadway,  Garden  City  Park, 
New  York  11040  (516)  741-2800 


The  Numbers  Game 


At  significantly  higher  prices. 

"We  had  quite  a  session  on  that 
point,"  Bohrer  recalled.  "Three  dis- 
.sents  on  it.  But  the  majority  deter- 
mined that  it  was  not  proper  to  cap- 
italize interest  because  films  are  an 
inventory  item,  not  a  long-term  as- 
set." After  all,  few  films  have  the 
continuing  apj^jeal  of  Gone  With  the 
Wind. 

And  what  about  all  those  other 
production  costs  that  tended  to  drift 
to  the  fihns  nobody  went  to  see.  and 
which  might  then  be  written  ofl  in 
one  big  bath,  lightening  the  cost 
burden  for  other  films?  Well,  said  the 
accountants,  perhaps  you  people  have 
been  exaggerating  how  much  time 
and  talent  were  devoted  to  these  lem- 
ons. Let's  say  that  general  studio  o\er- 
head  can  onl\'  be  written  off  to  the 
extent  of  2.5V  of  a  film's  total  "produc- 
tion costs."  And  interest  charges,  \ou 
must  remember,  are  now  part  of 
studio  o\erhead. 

Come  to  think  of  it,  the  accountants 
went  on,  all  those  production  loans  to 
independent  producers  are  realK'  cash 
ad\'ances,  so  let's  disclose  them  as 
such.  And  we  can't  ha\"e  all  those 
old  .scripts,  scenarios  and  books  lying 
arotmd  gathering  dust  in  the  current 
asset  column.  So  let's  just  toss  them  in- 
to studio  o\  erhead,  too,  if  \  on  ha\  en't 
started  making  a  mo\  ie  with  them  for 
o\er  three  years. 

"Next  we  got  rid  of  what  we  used 
to  call  the  yo-yo, "  Bohrer  was  saying, 
warming  to  his  topic.  "This  was  a 
peculiar  situation  in  which  the  mo- 
ment a  current  asset  approached  cash 
realization  it  turned  into  a  long-term 
asset!  It  just  didn't  make  sense. "  It 
worked  like  this,  Bohrer  explained: 
"When  a  company  released  a  film  it 
would  figuie  it  could  sell  the  televi- 
sion rights  for,  say,  SI  million.  So  it 
carried  that  Si  million  as  a  current 
asset.  Then  three  years  later  the  net- 
work spread  that  SI  million  o\er 
three  years,  say,  S4()0,()()(),  S3()(),000 
and  S;3{)(),()()().  At  that  point  xour  SI 
million  current  asset  became  a 
S400,0()0  current  asset  and  the 
S6()(),0()()  asset  became  a  long-tenu 
receivable. 

"In  fact,"  Bohrer  went  on,  "I  know 
of  at  least  one  instance  where  a  mov- 
ie company  decided  not  to  sell  tele- 
vision rights  to  a  film  one  year  be- 
cause it  would  hurt  its  current  asset 
ratio.  So,  you  .see,  we  determined  that 
henceforth  the  amount  of  your  costs 
you  expect  to  recoup  from  theatrical 
exhibition  is  a  current  asset,  but  tlie 
amount    you    expect    to    recoup    fioin 


television  exhibition  is  a  noncurrent 
asset." 

Still,  the  accountants  we  rent  fin- 
ished. Which  costs  .should  be  de- 
ferred? they  asked  themseKes.  O.K., 
that  \<'as  pretty  straightforward.  Film 
print  expense,  and  the  cost  of  prere- 
lease and  early  release  national  ad\er- 
tising  could  be  deferred— but  you  must 
expense  rent,  salaries,  period  distri- 
bution expense,  local  ad\ertising  and 
your  brother-in-law's  salary. 

The  accountants  had  certainly  cov- 
ered all  the  controx  ersial  areas  in 
HolKwood  accounting.  But  just  when 
would  mo\  ie  compain  annual  reports 
become  truK"  comparable?  Free  from 
managed  earnings? 

Well,  that  was  hard  to  sa\ .  Cer- 
taiuK,  \ou  couldn't  compare  one 
mo\ie  compain  with  another  in  the 
year  the\"  complied  with  the  guide. 
Of  those  companies  opting  for  early 
compliance,  for  e.xample,  M-G-M  was 
helped  (because  it  was  using  the  de- 
ferral method  on  TV  sales),  20th 
Century-Fox  was  virtually  unaffected 
(it  hadn't  sold  any  films  to  television 
that  >ear,  and  didn't  ha\e  ain-  pro- 
duction loans  from  banks  outstand- 
ing), and  Columbia  was  hurt  (be- 
cause it  was  using  the  contract  meth- 
od for  film  sales  to  T\'  and  had  been 
capitalizing  interest ) . 

And  certainly  comparabilit\-  would 
not  be  achieved  e\en  the  year  after 
all  companies  had  complied  with  the 
guide.  What  about  that  last  para- 
graph in  the  guide?  Mo\  ie  compa- 
nies, it  read,  should  still  use  the  old 
accounting  for  television  license  ar- 
rangements and  costs  applicable  to 
films  released  prior  to  the  adoption 
of  the  guide  (mandator)  for  fiscal 
\ears  begimiing  after  June  30,  1973). 
That  meant  that  companies  like  MCA 
and  M-G-M,  which  had  betii  taking 
profits  Irom  sales  of  film  to  tele\  ision 
in  installments,  would  have  an  advan- 
tage o\er  other  ino\  ie  companies  imtil 
profits  on  those  old  contracts  ran  out. 

And  after  that?  Well,  there  were 
still  all  those  "judgment"  areas  in  the 
Accounting  Guide.  The  accountants 
understandably  refu.sed  to  take  upon 
themseKes  the  task  of  assessing  the 
future  prospects  of  fihns  and  scripts, 
for  example.  That  was  a  matter  for 
management  judgment— and  we  all 
know  how  fallible  that  is.  Is  mo\ie 
accounting  going  to  become  more  de- 
pendable than  it  was?  Yes,  but  in- 
N'estors  should  remember  that  despite 
the  accountants'  pains,  the  business 
will  remain,  by  its  nature,  a  crap 
game.    ■ 
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Nigeria's   oil  is  peaceful  now.    In    1 96770   ii   was   a   prize   in   the   civil  war. 

Why  Phillips  Is  Sexy 

Phillips  Petroleum  has  what  everybody  wants: 
oil  that  is  low-sulphur  and  non-Arab. 


Three  years  ago  a  barrel  of  sweet 
cnide,  the  highly  desirable  low-sul- 
phur oil  used  to  make  gasoline,  sold 
for  as  little  as  $1.48  a  barrel  at  the 
wellhead  in  Libya.  The  lowest  price 
now  is  well  above  $3  a  barrel  and  will 
continue  to  increase.  In  other  parts  of 
the  world,  prices  are  even  higher. 
Last  month  the  Indonesian  govern- 
ment told  three  Japanese  refineries 
that  it  would  sell  them  low-sulphur 
crude  for  $5  a  barrel. 

What  these  rising  prices  mean  for 
the  public  is  clear:  high  and  going- 
higher  prices.  What  they  mean  to  the 
big  oil  companies  is  less  clear,  and 
the  uncertainty  helps  explain  why  big 
stocks  like  Gulf,  Texaco  and  Conti- 
nental currently  sell  for  only  about 
eight  times  earnings. 

But  here  is  Phillips  Petroleum  sell- 
ing for  a  resounding  24  times  earn- 
ings. Yet  iPhillips  doesn't  have  a  veiy 
good  record.  Its  earnings  last  year 
were  a  shade  under  $2  a  share,  low- 
er than  in  the  mid-Sixties.  Last  year, 
Phillips  netted  a  rather  poor  8^  on 
stockholders'  equity,  and  while  1973 
will  be  much  better,  Phillips  is  no 
standout  in  profitability. 

The  fact  ^  is  that  it  is  not  Phillips' 
present  that  investors  love,  but  what 
they  perceive  as  its  future.  Phillips 
has  a  fat  position  in  the  North  Sea. 
This  oil  has  already  started  flowing 
for  Phillips  and  by  1975-76  the  com- 
pany hopes  to  be  getting  185,000 
barrels  a  day  of  this  crude  oil,  which 
is    highly    desirable    on    two    counts: 


It  is  low-sulphur  and  it  is  non-Arab. 

Reason  No.  Two  for  the  high  price/ 
earnings  ratio  is  that  Wall  Street  is 
sold  on  Phillips'  current  strategy.  That 
strategy  is  based  on  placing  less  em- 
phasis on  marketing— at  which  Phil- 
lips has  not  been  particularly  suc- 
cessful—and concentrating  on  produc- 
ing crude  oil.  From  1967  through  the 
end  of  this  year,  Phillips  will  have 
closed  or  sold  nearly  4,000  marketing 
outlets  from  its  onetime  total  of 
27,000.  Phillips  is  pulling  com- 
pletely out  of  the  eight  northeastern 
states  and  is  cutting  back  in  the  Mid- 
west and  the  West  Coast.  Another 
1,750  stations  may  go  if  the  Justice 
Department  succeeds  in  forcing  Phil- 
lips to  unload  the  stations  it  acquired 
from  Tidewater  in  1966.  The  chances 
are  Phillips  wouldn't  be  sorry  to  see 
them  go.  Until  this  year  they  have 
meant  red  ink  from  the  day  they 
were  bought. 

Phillips'  current  boss  is  President 
William  Martin,  56,  a  longtime  Phil- 
lips financial  man  who  became  chief 
executive  in  January.  Martin  is  very 
clear  on  his  objectives.  "I'm  not  size- 
minded,"  he  says,  "I  want  to  make  the 
most  efficient  use  of  what  we  have." 

Phillips'  retail  sales  currently  run 
around  323,000  barrels  a  day.  By 
getting  more  sales  from  a  smaller 
number  of  stations,  Martin  expects  to 
keep  retail  sales  at  that  level— but  no 
higher.  As  additional  oil  becomes 
available  from  the  North  Sea  and  Ni- 
geria,   Phillips    will    gradually    cease 


being  a  buyer  on  balance  of  crude 
and  become  a  substantial  crude-sin- 
plus  company.  With  a  deficit  of 
225,000  barrels  a  day,  Phillips  clearly 
has  a  way  to  go,  but  the  North  Sea 
oil  should  do  the  trick. 

In  addition,  Phillips  hopes  to  be 
able  to  do  some  profitable  juggling 
between  high-sulphur  crude  and  low- 
sulphur  crude.  The  plan  is  to  sell  the 
low-sulphur  crude  to  other  companies 
for  a  top  price,  meanwhile  buying 
cheaper  high-sulphur  crude  to  supply 
its  huge  Borger,  Tex.  refinery.  Phil- 
lips will  be  able  to  manage  this  be- 
cause it  is  building  a  desulphuriza- 
tion  unit  at  Borger. 

In  a  sense,  Martin's  strategy  marks 
a  return  to  Phillips'  original  principles. 
The  company  used  to  sell  most  of  its 
crude  to  what  is  now  Exxon  and  to 
Standard  of  Indiana.  But  when  these 
companies  no  longer  needed  Phillips' 
crude  in  the  Thirties,  there  was  no 
choice  but  to  diversify  into  chemicals 
and  to  launch  a  huge  expansion  of 
marketing  and  refining.  In  the  1960s 
Phillips  poured  $700  million  into  an 
effort  to  go  nationwide  in  marketing 
branded  products.  All  it  ended  up 
with  was  a  4%  slice  of  the  total  U.S. 
market  and  no  return  on  its  in- 
vestment. Hence  Phillips'  low  re- 
turn on  equity.  Hence  its  lack  of 
earnings  growth.  "Given  the  facts  we 
had  at  the  time,"  says  President 
Martin,  "expanding  our  markets  across 
the  U.S.  seemed  to  be  the  right  thing 
to  do.  It  turned  out  to  be  wrong." 

Investors,  who  have  paid  Phillips 
the  ultimate  accolade  of  a  high  price/ 
earnings  ratio,  seem  convinced  that 
the  company  is  on  the  right  track 
now.  In  addition  to  the  North  Sea  oil, 
there  is  Phillips'  one-third  interest  in 
eight  Nigerian  fields,  which  will  yield 
Phillips  67,000  barrels  a  day  by  the 
end  of  next  year.  Phillips  also  has  a 
goodly  stake  in  Alaska's  North  Slope 
and  looks  for  the  first  oil  from  there 
to  start  flowing  around  1977.  "We've 
had  some  luck,"  says  Martin  modestly. 

If  all  goes  well,  therefore,  Phillips 
could  improve  pr.)fits  from  present  op- 
erations, and  the  new  profits  from  the 
North  Sea,  Nigeria  and  the  North 
Slope  would  go  straight  to  the  bank. 
Some  analysts  figure  that  the  North 
Sea  oil  alone  will  add  at  least  $2  a 
share  to  Phillips'  earnings. 

As  a  result  of  all  this  investor  en- 
thusiasm, Phillips  has  a  current  mar- 
ket value  of  well  over  $4  billion.  Its 
market  value  is  thus  almost  as  great 
as  that  of  giant  Gulf  Oil,  which  is 
2/2  times  as  big.  The  current  high 
price  of  Phillips  stock  doesn't  leave 
much  margin  for  error,  if  Phillips' 
new  strategy  should  backfire.  But 
there  is  no  getting  away  from  it- 
Phillips'  prospects  seem  very  bright.  ■ 
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Dividend  Reinvestment  Plans:  Some  Hidden  Pluses 


Back  in  1968  New  York's  First  Na- 
tional City  Bank  introduced  the  idea 
of  allowing  a  company's  sharehold- 
ers to  use  their  dividends  for  the  pur- 
chase of  additional  shares  of  stock. 
Currently  over  200  dividend-paying 
corporations  provide  such  a  service 
through  their  agent  banks,  and  the 
trend  is  gaining  momentum. 


Several  banks  now  administer  divi- 
dend reinvestment  plans,  but  all  work 
much  the  same  way.  Dividend  pay- 
ments that  would  otherwise  be  mailed 
to  subscribing  stockholders  are  instead 
sent  to  the  bank,  which  combines 
them  to  purchase  a  single  block  of 
stock.  After  deduction  of  a  service 
charge  and  a  proportionate  share  of 


the  commission,  each  subscriber  is 
credited  with  the  number  of  shares 
his  funds  purchased,  including  frac- 
tional shares. 

As  a  method  of  automatic  saving, 
dividend  reinvestment  is  particularly 
eflFective  now,  for  two  reasons:  1) 
Each  dividend  buys  a  larger  number 
of  shares  when  stock  prices  are  low 


Among  the  leading  companies  offering  automatic  dividend  reinvestment  are: 

Indi- 

Indi- 

Indi- 

Company 

cated 

Company 

cated 

Company 

cated 

Yield 

Yield 

Yield 

Aetna  Life  &  Casualty 

2.8% 

Duquesne  Light 

8.0% 

Oklahoma  Gas  &  Electric 

5.6% 

Allegheny  Power  System 

7.9 

ELTRA 

5.2 

Outboard  Marine 

3.5 

Allied  Chemical 

3.8 

Emerson  Electric 

1.5 

Pacific  Lighting 

8.0 

American  Brands 

6.6 

Evans  Products 

2.7 

Pacific  Power  &  Light 

7.0 

American  Can 

7.7 

Exxon 

4.9 

i.e.  Penney 

1.5 

American  General  Insurance 

4.1 

Firestone  Tire  &  Rubber 

4.8 

Pennsylvania  Power  &  Light 

8.3 

American  Natural  Gas 

7.7 

First  National  City  Corp. 

1.7 

Pennzoil 

4.0 

American  Smelting 

6.1 

Florida  Power  &  Light 

3.5 

Pepsico 

1.5 

AT&T 

5.9 

Foremost-McKesson 

6.8 

Pfizer 

1.6 

AMF 

4.2 

GAF 

3.9 

Philip  Morris 

1.1 

Ashland  Oil 

5.0 

Gamble-Skogmo 

4.7 

Portland  General  Electric 

7.9 

Babcock  &  Wilcox 

3.6 

General  Motors 

7.3 

PPG  Industries 

5.5 

BankAmerica  Corp. 

2.9 

GT&E 

6.0 

Pub.  Serv.  Co.  of  Colorado 

7.0 

Bankers  Trust  N.Y.  Corp. 

5.4 

B.F.  Goodrich 

4.6 

Pub.  Serv  Co.  of  Indiana 

6.9 

Black  &  Decker 

1.0 

Gould 

4.4 

Public  Service  Elec.  &  Gas 

8.2 

Borden 

5.6 

W.R.  Grace 

7.0 

Quaker  Oats 

2.1 

Borg-Warner 

5.5 

Gulf  Life  Holding 

2.7 

R.|.  Reynolds  Industries 

5.8 

Bristol-Myers 

2.2 

Gulf  Oil 

6.7 

Richardson-Merrell 

1.7 

Burlington  Northern 

5.1 

Gulf  States  Utilities 

6.3 

Richmond  Corp. 

3.3 

Carrier 

2.4 

Hercules 

2.8 

Rockwell  International 

6.5 

Central  Illinois  Pub.  Serv. 

8.1 

Heublein 

1.9 

St.  Joe  Minerals 

5.5 

Central  &  South  West 

5.5 

Ingersoll-Rand 

3.4 

SmithKline 

3.8 

Central  Tel.  &  Util. 

4.2 

International  Paper 

3.8 

South  Carolina  Elec.  &  Gas 

7.5 

Champion  International 

5.6 

ITT 

4.6 

Southern  Company 

8.2 

Chessie  System 

8.0 

Jim  Walter 

4.1 

Southern  Natural  Resources 

3.3 

Chromalloy  American 

5.8 

Kimberly-Clark 

3.0 

Southwestern  Public  Service 

7.6 

Chrysler 

5.9 

Koppers 

5.9 

Standard  Oil  (Ohio) 

2.4 

Chubb 

2.5 

Libbey-Owens-Ford 

6.8 

Stauffer  Chemical 

4.6 

Cleveland  Electric 

7.6 

Ligget  &  Myers 

7.5 

Tenneco 

6.6 

Columbia  Gas 

7.3 

Lincoln  National 

3.2 

Texas  Eastern  Transmission 

3.8 

Columbus  &  So.  Ohio  Elec. 

7.9 

Lone  Star  Gas 

6.0 

Toledo  Edison 

7.5 

Combustion  Engineering 

1.9 

Long  Island  Lighting 

8.1 

Transcon.  Gas  Pipeline 

8.8 

Consolidated  Foods 

4.2 

Lucky  Stores 

5.0 

Travelers  Corp. 

3.3 

Consumers  Power 

7.9 

Marathon  Oil 

5.2 

TRW 

4.4 

Continental  Telephone 

4.4 

Marine  Midland  Banks 

7.7 

Union  Camp 

2.9 

CPC  International 

6.6 

Merck 

1.4 

Union  Carbide 

6.2 

Crown  Zellerbach 

4.0 

J. P.  Morgan 

2.3 

Union  Electric 

8.1 

Crum  &  Forster 

5.8 

National  Gypsum 

8.0 

Uniroyal 

6.2 

Dana 

4.9 

National  Steel 

7.1 

United  States  Gypsum 

7.9 

Deere 

3.0 

New  England  Electric 

7.7 

U.S.  Industries 

5.5 

Del  Monte 

6.4 

Newmont  Mining 

3.6 

United  Telecommunications 

5.8 

Detroit  Edison 

7.8 

Niagara  Mohawk 

8.1 

USLIFE  Corp. 

1.0 

Walt  Disney 

0.1 

Northern  Illinois  Gas 

8.0 

Warner-Lambert 

1.7 

Dow  Chemical 

1.8 

Northern  States  Power 

7.3 

Wisconsin  Electric  Power 

7.7 

Dresser  Industries 

3.2 

Ohio  Edison 

8.0 

F.W.  Woolworth 

5.9 
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Well  give  you  more  business  news  tlian 
Time,News¥reelf,and  Fortune  combined, 


And  we'll  top  it  off  with  a  bound  volume 

of  special  reports.  Free. 


The  more  you  know,  the  further  you're  likely  to  go  in 
business.  And  without  question  Business  Week  is  the  most 
informative  business  magazine  around. 

We  have  more  editors  and  reporters  than  any  other 
business  magazine.  And  every  week  we  cover  the  entire 
scene— finance,  labor,  marketing,  technology,  personalities— 
everything  newsworthy  that's  important  to  give  management 
people  the  big  picture. 

Just  to  give  you  an  idea  of  how  we  cover  business,  here  are 
a  few  of  the  articles  you  could  have  read  in  Business  Week 
over  the  past  few  months: 

Pepsi's  Whiz  Kid.  The  Go-Go  Is  Gone  But  Not  Forgotten. 
George  P.  Shultz:  Architect  of  Nixon's  New  Economics.  The 
Poker  Game  That  Ross  Perot  Won.  Red  p  ■■■■  m  m m  m  i 
China:  The  Economy  Behind  The  Open 
Door.  Meet  Ralph  Nader's  Most  Out- 
spoken Critic.  A  Corporate  Polluter 
Learns  The  Hard  Way.  A  Black  Director 
Tests  How  Far  To  Push  Reforms.  Bitter 
Harvest  In  The  Southwest.  Frqnce  Bids 
To  Be  No.  I  in  Europe.  Tiremakers  In  A 
Tug-Of-War.  No.  2  At  Xerox. 

As  you  can  see,  we  give  you  news  on 
all  fronts.  More  importantly,  we  save 
you  time.  Our  stories  are  concise,  boiled- 
down,  and  non-technical.  So  we  save  you 
from  having  to  wade  through  a  lot  of 
unimportant  clutter. 


Free  Bonus:  A  bound  copy  of  the  latest 
Business  Week  Executive  Portfolio, 
personalized  with  your  name  stamped  in 
gold  on  the  cover. 

When  a  hot  issue  is  ripe  for  in-depth 
reporting,  Business  Week's  editors  devote 
feature-length  articles  to  the  subject.  With 
your  subscription  to  Business  Week,  we'll 
give  you  the  latest  182-page  edition 
containing  the  following  special  reports: 

1.  The  Growing  Consumer  Revolution 

2.  Service  Grows,  Quality  Shrinks 

3.  The  Regulatory  Crisis 

4.  Why  Utilities  Can't  Meet  Demand 

5.  Fight  Over  Corporate  Bigness 

6.  Steel  Negotiates  To  Survive 

7.  The  War  Business  Must  Win 

8.  When  Cities  Collide  With  Unions 

9.  Turning  Junk  And  Trash  Into  A 
Resource 

10.  Japan's  Remarkable  Industrial 
Machine 

1 1.  What  Makes  The  Consumer  Buy 

12.  Banking  Looks  at  Electronic  Money 

13.  The  Board:  Obsolete  Unless 
Overhauled 

14.  Power  of  the  Aging  in  the 
Marketplace 

15.  Transportation  Needs  an  Overhaul 

16.  Revolution  in  the  Phone  Business 


But  as  concise  as  we  are,  our  subscribers  spend  an  average 
of  an  hour  and  a  half  with  each  issue.  And  our  subscribers 
are  not  average  people-over  130,000  of  them  are  company 
presidents  or  owners,  and  all  told,  about  9  out  of  10  are  in 
top  or  middle  management. 

If  you  need  a  lot  of  business  news,  send  the  coupon.  And 
as  a  bonus,  with  your  subscription  we'll  send  you  a  free  copy 
of  our  most  recent  Executive  Portfolio,  an  attractively- 
bound,  182-page  compilation  of  some  of  the  most  important 
in-depth  reports  carried  recently  in  Business  Week. 

Altogether  you'll  get  a  lot  of  news  for  less  than  a  quarter 
a  week.  And  we  promise  you,  it's  not  the  kind  of  news  that's 
a  waste  of  time. 


Bucinecc  Week  please  print  name  as  it  should  appear 

■««•■■■«••  Wm^^WK  ijvj  GOLD.  YOUR  PORTFOLIO  WILL  BE  SENT 

P.O.  Box  506,  Hightstown,  NJ.  08520  PROMPTLY  ON  RECEIPT  OF  ORDER. 

Please  send  me  my  copy  of  the  new  Executive  Portfolio  of  Special  Reports  on 
Major  Business  Problems  as  a  bonus  gift  with  my  one  year  subscription  to  Business 
Week  for  $12.95.  D  Payment  Enclosed  D  Bill  Me  D  Bill  Company 
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Planning  to  locate  your  new  plant  expan- 
sion site  in  a  hieavy  population  center? 
Or  are  you  interested  in  escaping  the 
urban  squeeze  in  a  medium-sized  town 
that  still  offers  the  transportation  and 
communication  advantages  of  a  big 
city?  Or  maybe  your  company  is  looking 
for  a  site  near  a  real  midwestern  small 
town— a  friendly,  picturesque  place 
where  trees  line  the  quiet  streets. 

Or  perhaps  you're  not  sure  yet  which 
type  of  location  will  best  answer  your 
company's  needs.  In  any  case,  Union 
Electric  will  be  proud  to  acquaint  you 
with  the  19,000  square  miles  we  serve 
in  Missouri,  Illinois  and  Iowa.  In  our  area 
we  can  show  you  every  size  community 
from  the  bustling  St.  Louis  metropolis 
through  medium-sized  Jefferson  City 
and  even  smaller  communities  the  size 
of  Brookfield,  in  the  heart  of  our  farm 
belt.  Our  business-engineering  experts 
will  help  you  study  the  unique  features 
of  each  site— transportation,  water,  re- 


sources, labor  supply  and  skills,  taxes, 
economic  and  community  factors.  You'll 
know  you've  seen  a  selection  of  the 
finest  and  most  varied  sites  the  Midwest 
—or  the  country— has  to  offer. 

Please  send  me  the  report:  "Major  Economic  Factors 
of  Missouri."  F 


City 


Zip 


Mail  to    Mr    A    G    Baebler    Area  Development.   Union   Electric. 
P  O    Box  87.  St    Louis.  Mo    63166 
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SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.  S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  .  .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


Ari  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


DEVALUATION 
HEDGE! 

New!  Devaluation  Hedge  edition  of  famed 
Mark.stein  Letter  recommends  ideas  likely  to 
pay  big  if  dollar  again  devalued— tells  how 
to  use  Swiss  accounts,  which  gold  stocks  to 
buy,  reports  on  fast-growing  Japanese 
ADR's.  $100  yearly— ail-  mailed  every  other 
week. 

Trial  subscription  $10  for  3  issues.  Free 
report  on  how  to  open  a  Swiss  account. 

DEVALUATION  HEDGE 

8208   E.  Vista  Driv*  Scottidale,  AZ  85253 
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than  when  they  are  high;  and  2) 
many  companies  have  been  voting 
dividend  increases  recently,  in  the 
wake  of  the  Administration's  relaxa- 
tion of  restrictions.  The  higher  the 
dividend  yield  on  the  stock,  the  faster 
the  shareholder  can  increase  his  hold- 
ings via  reinvestment. 

Because  the  bank  combines  the 
funds  of  all  subscribers  into  a  sin- 
gle purchase,  dividend  reinvestment 
plans  give  the  small  investor  a  rare 
chance  to  take  advantage  of  the  low- 
er commission  rates  afforded  institu- 
tional buyers.  By  negotiating  commis- 
sions and  dealing  in  the  third  market 
whenever  possible,  the  banks  have 
been  able  to  keep  the  average  broker- 
age fee  at  under  1%.  Their  own  ser- 
vice charges  are  moderately  low— just 
4%  to  5%,  with  a  maximum  of  $2.50 
per  transaction. 

At  his  option,  a  subscriber  to  the 
plan  may  send  in  additional  funds  for 
investment— up  to  $1,000  a  month— 
and  pay  only  the  $2.50  service  charge 
plus  the  scaled-down  commission  each 
time  shares  are  purchased.  It's  a  good 
way  for  the  small  investor  to  buy 
stocks  at  low  commission  rates:  You 
need  buy  only  one  share  of  a  com- 
pany's stock  through  your  broker.  The 
remainder  of  youi"  funds  (up  to 
$12,000  a  year)  can  then  be  com- 
mitted, at  much  lower  commission 
rates,  through  the  plan. 

Growth  Ahead? 

The  investment  flexibility  of  the 
plan  may  be  broadened  still  further 
if  a  scheme  now  under  study  by  Fiist 
National  City  Bank  is  implemented. 
Under  one  version,  a  stockholder  of 
any  company  participating  in  divi- 
dend reinvestment  could  also  use  his 
dividend  and  supplemental  contribu- 
tion to  buy  stock  in  any  other  par- 
ticipating company. 

Dividend  reinvesting,  however,  of- 
fers more  than  just  savings  on  com- 
missions. It's  a  way  to  turn  a  slow- 
growi:h  company  into  a  fast-growth 
company.  Suppose  a  stock  pays  6%  in 
dividends  and  that  its  earnings  grow 
at  a  rate  of  6%  a  year.  Combine  div- 
idend and  growth  rate,  and  you  get 
12%— as  good  as  IBM  achieves.  Rein- 
vest the  dividends  in  more  stock,  and 
you  get  a  theoretical  effect  not  very 
diflFerent  from  what  you  get  from  own- 
ing IBM.  This,  of  course,  assumes  the 
investor  isn't  in  so  high  a  tax  bracket 
that  the  tax  payable  on  the  dividend 
is  a  major  problem. 

For  commercial  banks,  dividend  re- 
investment plans  may  be  just  the  be- 
ginning—the opening  wedge  for  their 
long-sought-for  entry  into  full-fledged 
stock  brokerage.  And  if  this  turns 
out  to  be  so,  as  far  as  the  small 
investor  is  concerned,  Hooray!  ■ 
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Faces  Behind  the  Figures 


A  Tale  of  Twvo  Figures 

Stuart  D.  Watson,  the  56-yeai-old 
chairman  of  Haiiford's  Heublein  Inc., 
has  some  handsome  figures  to  show 
stockholders:  Sales  topped  $1  billion 
for  the  year  ended  this  June  30,  up 
from  $572  milHon  in  1969.  Profits 
over  the  same  period  have  continued 
to  rise,  from  $1.67  to  $2.10  per  share, 
for  a  20%  return  on  stockholders' 
equity. 

But  another  set  of  earnings  figures 
tell  a  different  story.  There  were  ex- 
traordinary write-offs  in  both  fiscal 
1971  and  1972.  In  the  fiscal  year  that 
ended  in  June  1973,  there  was  yet 
another  big  write-off.  Together,  these 
write-offs  were  enough  to  wipe  out 
almost  one-third  of  Heublein's  report- 
ed earnings  for  the  past  three  years. 

Fact  is,  Watson  has  been  taking 
some  lumps. 

The  latest  was  the  Theodore 
Hamm  Co.  subsidiary,  a  drag  on  Heu- 
blein since  it  was  acquired  in  1965. 
Watson  poured  money  into  beer,  but 
he  couldn't  make  it  against  national 
brewers  like  Schlitz  and  Budweiser. 
Its  barrelage  was  off  sharply,  its  mar- 
ket position  was  down  and  its  slim 
profits  had  disappeared  into  losses. 
So,  near  the  end  of  July  Watson  put 
Hamm's  up  for  sale,  at  the  same  time 
setting  aside  $13.8  million  for  after- 
tax losses  on  the  sale. 

In  the  preceding  two  years  it  was 
Kentucky    Fried    Chicken     (acquired 


in  1971)  that  pro- 
duced write-offs— 
from  closing  down 
its  roast  beef  and 
domestic  fish-and- 
chips  operations, 
plus  three  motels. 
To  cover  the  cost, 
Heublein  wrote  off 
$13  million  pretax 
in  fiscal  1971,  only 
to  find  that  another 
$32.5  million  was 
needed  the  next 
year. 

Still  another  big 
Heublein  acquisi- 
tion, United  Vint- 
ners, the  California 
winemaker  ( Italian 
Swiss  Colony,  Ingle- 
nook),  has  not  re- 
turned a  profit  for 
two  years,  nor  will 
it  show  one  next. 
Heublein  contends 
that  the  dearth  is 
only  temporary,  the 
result  of  heavy  ad- 
vertising  expenses  incurred  to  gain 
wider  national  distribution  for  its 
brands.  But  in  the  meantime  the  2.4- 
million-share  package  of  convertible 
preferred  (plus  225,000  shares  of 
common)  that  Heublein  paid  for  UV 
continues  to  dilute  its  results. 

To    be    suie,    the    earnings    before 
write-offs       show       the       continuing 


Watson  of  Heublein 


strength  of  Heublein's  on-going  busi- 
nesses—its vodka  (27%  of  the  U.S. 
market),  its  whiskies  and  liqueurs,  its 
cocktail  mixes  and,  yes,  Kentucky 
Fried  Chicken.  But  only  by  looking 
at  earnings  after  write-offs  can  the 
investor  understand  just  how  badly 
Heublein  has  fared  in  some  of  its  re- 
cent diversifications.  ■ 


Winter  Year-Round 

Jack  Winter,  65,  has  been  in  the 
rag  business  a  long  time— first  in  mens- 
wear,  then  women's  pants,  now  in 
women's  sportswear  coordinates.  He 
has  weathered  more  sudden  fashion 
changes  and  seasonal  cycles  than  he 
cares  to  remember.  One  threw  his 
Milwaukee-based  Jack  Winter,  Inc. 
into  the  red  in  1966;  another  bat- 
tered earrfings  badly  in  1971.  That's 
when  Wirtter  got  fed  up. 

"Everything's  a  goddam  tradition 
in  this  business,"  he  snorts,  "includ- 
ing the  cycles.  I  ask  you,  why?" 

So  Winter  began  breaking  tradi- 
tions. He  eliminated  seasonal  con- 
notations in  fabrics  and  styles,  con- 
centrating on  polyester  doubleknits 
and  minimizing  design  changes.  Most 
radical,  he  refused  to  accept  reorders 
—or  returns— from  his  7,000  depart- 
ment store  and  apparel  shop  custom- 
ers. If  they  wanted  to  do  business 
with  Jack  Winter,  they  had  to  order 


all  at  once.  In  return,  he  claimed 
that  he  would  keep  their  stock  "fresh- 
er and  more  appealing  than  before"— 
by  delivering  two  new  "color  stories" 
each  month,  coordinated  in  pants, 
jackets,  skirts  and  shirts.  New  colors 
would  be  his  only  concession  to  the 
changing  seasons. 

"Everyone  told  me  I  was  crazy," 
says  Winter.  "My  own  salesmen,  too." 

Crazy  like  a  fox,  it  seems.  Winter's 
sales  will  hit  $60  million  this  year, 
twice  his  1970  volume.  And  profits! 
They  more  than  doubled  to  $2.81  per 
share  in  1972.  This  year,  based  on  a 
168%  first-half  jump,  they  should  hit 
$4.50  per  share,  maybe  $5. 

Now  if  only  Winter's  stock,  two- 
thirds  family-controlled,  would  move. 
At  around  15,  it  brings  less  than  four 
times  projected  1973  earnings.  Winter 
claims  that  doesn't  bother  him.  "As 
long  as  I  make  enough  profit  to  pay 
myself  a  good  salary  and  the  stock- 
holders decent  dividends,  I  can't  kick." 
But  he  says  it  a  little  wistfully.  ■ 


Winter  of  )ack  Winter 
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The  Squeeze  Is  On 

Okay.  Here's  the  first  man  in  1973  to 
say  flatly  that  the  new  credit  crunch 
will  be  worse  than  in  1966  or  1969. 

"If  this  crunch  lasts  another  six 
months,  we'll  be  begging  for  mercy," 
says  Robert  R.  Dockson,  president  of 
California  Federal  Savings  &  Loan  As- 
sociation. Cal  Fed  is  the  largest  fed- 
erally chaitered  S&L  ($2.3  billion  in 
assets)  and  fourth-largest  of  any  kind. 
Dockson,  a  former  business  school 
dean  at  the  University  of  Southern 
California,  has  been  Cal  Fed  presi- 
dent since  1970.  In  January  he  re- 
placed industry  pioneer  J.  Howard 
Edgerton  as  chief  executive. 

Dockson  watched  $18  million  of 
withdrawals  flow  out  of  Cal  Fed  in 
July  after  the  Federal  Reserve  Board 
allowed  a  rise  in  passbook  and  other 
interest  rates  for  banks,  and  created 
four-year  certificates  of  deposit  with 
no  interest  limit.  What's  more,  six- 
month  Treasury  bonds  began  offering 
rates  around  8.5%  and  up.  The  Fed- 
eral Home  Loan  Bank  Board  also  al- 
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lowed  S&Ls  to  boost 
their  rates  too,  but 
that  didn't  undo  the 
damage. 

What  it  adds  up 
to,  says  Dockson,  is 
a  scarcity  of  funds 
for  building  homes 
and  a  squeeze  on 
S&L  profits. 

If  things  keep  go- 
ing like  this.  Dock- 
son  predicts  a  prime 
rate  of  10%  by  au- 
tumn; a  "sizable  de- 
crease" in  employ- 
ment in  the  housing 
industry  along  with 
more  unemployment 
generally;  and  a 
serious  reduction  in 
corporate  profits. 
Housing  starts  might 
sink  to  a  "disastrous  " 
1.6-million  annual 
rate  by  year's  end, 
down  from  1972's 
2.5  million.  ■ 


Don't  Celebrate  Yet 

Wait!  warns  Richard  N.  Cooper. 
Don't  break  out  the  champagne  for 
the  recovering  dollar. 

Yes,  the  dollar's  mend  is  for  real. 
But  that  is  missing  the  main  point: 
The  dollar's  recovery  won't  cure  the 
international  monetary  system's  un- 
derlying weakness.  The  dollar's  trou- 
bles were  symptoms,  not  causes.  The 
monetary  turmoil  will  continue. 

"In  the  Sixties,  there  was  a  pound 
crisis,  a  mark  crisis,  a  franc  crisis. 
In  the  not-too-far-distant  future,  I 
can  foresee  the  Japanese  yen  having 
problems  too— as  an  awfully  overval- 
ued currency,"  says  Cooper. 

Cooper,  39,  is  provost  and  a  pro- 
fessor of  international  economics  at 
Yale.  He  has  worked  for  the  Council 
of  Economic  Advisers,  and  in  the 
Johnson  Administration  he  served  as 
Deputy  Assistant  Secretary  of  State 
for  International  Monetary  Affairs. 

"Unless  we  have  a  system  in 
which  exchange  rate  changes  take  a 
different  form  than  they  have,"  Coo- 
per predicts,  "every  emergence  of  an 
overvalued  or  undervalued  currency 
is  going  to  create  a  crisis— that  is, 
massive  movements  of  funds  from  the 
rest  of  the  world  into  or  out  of  the 
country  in  question." 

Cooper  believes  the  monetary  sys- 
tem faces   two  immediate,   far  more 


basic  problems  than  the  health  of  the 
greenback.  One  is  exchange  rates. 

"Positions  between  economies  are 
never  static.  We  have  to  have  ex- 
change rate  changes  to  keep  econ- 
omies  in   line.   The   question   is   how 
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that  comes  about."  The  old  Bretton 
Woods  system  was  too  inflexible,  but 
free-floating  exchange  rates  are  not 
the  answer  either.  Cooper  feels. 

The  second  problem  is  what  is  pop- 
ularly called  the  dollar  "overhang," 
which  is  not  just  the  $70  billion  in  for- 
eign central  banks.  "The  Eurodollar 
market  happens  to  contain  some  $100 
billion  of  somewhat  footloose  dol- 
lars," Cooper  says.  "And  there  are 
billions  of  dollars  here  in  the  U.S. 
that  are  footloose,  too." 

Money  today  is  more  mobile,  less 
bound  by  borders.  "Twenty  years  ago, 
except  for  the  experts  in  the  field,  it 
was  a  major  operation  to  convert  dol- 
lars into  pounds  or  marks,"  Cooper 
lecalls.  "That's  not  true  now."  Which 
makes  for  easier,  more  frequent 
monetary  disruptions. 

Cooper  isn't  very  sanguine  about 
the  trading  nations  coming  up  with 
working  solutions  to  these  problems 
in  the  near  future.  "To  understand 
the  time  it  takes  to  deal  with  these 
things,"  he  says,  "look  at  special  draw- 
ing rights.  The  idea  for  SDRs  was 
first  bruited  around  in  1959.  It 
wasn't  until  1970  that  the  thing  ac- 
tually got  going." 

As  for  now,  "The  pace  might  go  a 
little  faster  if  only  because  we  haxc 
the  impetus  of  periodic  crises." 

Put  that  bottle  of  champagne  back 
in  your  cellar.  ■ 
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A  Media  Quiz  for  tlie  Advertising  Person  Wlio  Knows 


Listed  below,  in  alphabetical  order,  are  the 
top  15  magazines  in  total  advertising  pages 
as  designated  by  the  Publisher's  Informa- 
tion Bureau  in  their  Magazine  Ranking  Re- 
port covering  the  first  half  of  1973. 

Business  Week 

Cosmopolitan 

Field  &  Stream 

Forbes 

Fortune 

Glamour 

Newsweek 

New  York 

The  New  Yorker 

Sports  Illustrated 

Sunset 

Time 

TV  Guide 

U.S.  News  &  World  Report 

Yachting 


Q  1.  Do  you  know  which  one  of  them  ranked 
46th  in  ad  pages  during  the  same  period 
just  ten  years  ago? 

Q  2.  Do  you  know  which  one  of  them  had  higher 
advertising  revenue  in  the  first  half  of  1973 
than  it  had  during  all  of  1967  or  any  year 
prior  to  that? 

Q  3.  Do  you  know  which  one  of  them  is  the  only 
one  in  its  particular  field  to  have  a  gain  in 
advertising  pages  — up  117%  — in  the  past 
decade  (comparing  1972  with  1962)? 

Q  4.  Do  you  know  which  one's  average  sub- 
scriber has  a  household  income  of  over 
$40,000  a  year? 

Q  5.  Do  you  know  which  one  is  read  regularly  by 
more  top  management  in  America's  largest 
corporations  than  any  other? 


Clues:    The  magazine  is  not  published  by  Time,  Inc. 

The  magazine  does  not  have  "New  York"  in  its  title. 

The  magazine  is  not  a  newsweekly. 

The  magazine  is  not  in  the  sports,  women's  or  fashion  fields. 

The  magazine  has  been  continuously  published  for  56  years. 

The  magazine  is  directed  to  and  read  by  the  people  who  own  and  run  American  business. 


If  you  are  someone  "in-the-know"  in  advertising,  you  probably  know  the  answers  to  all  these  questions. 
Certainly  one  of  the  top  15  magazines  knows. 


Forbes  knows. 


Faces  Behind  the  Figures 


Model  Hutton 


True  Grit 

When  she  first  showed  up,  aged  20, 
at  New  York's  Ford  Model  Agency, 
honey-haired  Lauren  Hutton  was  told 
by  ex-fashion  model  Eileen  Ford, 
"Sure  we'll  represent  you.  Just  fix  your 
teeth  and  chop  your  nose." 

South  Carolina-born  Hutton,  now 
28,  did  neither,  but  fought  on,  "gap- 
toothed  and  banana-nosed"  right  to 
the  top  of  a  piofession  formerly  mes- 
merized by  perfect  beauty  and  by 
what  she  calls  "giant  Germans." 

Hutton  shared  a  one-room  Man- 
hattan apartment  with  a  girlfriend, 
ate  at  Chock  Full  O'Nuts,  and  made 
ten  calls  on  photographers  and  ad 
agencies  to  her  competition's  three. 
All  to  see  professionals  who  stared 
hard  from  close  up  and  told  her  to 
look  for  another  line  of  work. 

Gritty  Hutton  hung  in  there,  broke 
niles  by  free-lancing  in  $75-a-day 
fashion  shows  to  pay  the  rent  until 
Vogue  magazine  editor  Diana  Vree- 
land  spotted  her  "presence"  and  had 
her  photographed  for  Vogue's  cover 
—big  space  between  her  teeth  and  all. 

Hutton  had  it  made.  She  did  cov- 
ers for  Vogue  and  Harper  s  Bazaar  in 
the  same  month.  She  took  the  $7.5  an 
hour   and   the   prestige   of   the   high- 


fashion  magazine  work,  but  didn't 
pass  up  taboo  money  like  $500  to 
pose  nude  for  shadowy  silhouettes 
on  spray  cans.  "Nothing  shows;  you 
get  paid  for  the  embarrassment,"  says 
Hutton,  "and  at  $350  an  hour,  I 
(Jidn't  pass  up  the  bra  and  girdle  stuff 
either."  Then  there  were  television 
commercials— nine  of  them  last  year 
alone— the  biggest  money  of  all. 

Hutton  was  making  around 
$115,000  a  year  and  becoming  a  star 
of  legendary  proportions,  like  former 
cover  girls  Suzy  Parker  and  Jean 
Shrimpton,  when  Charles  Revson  of- 
fered a  two-year,  $400,000  contract 
with  renewal  options  to  model  exclu- 
sively for  his  new  Ultima  II  line  of 
cosmetics.  She  bit.  "It  gives  me  time 
and  freedom."  Time  to  puisue  a  bui- 
geoning  movie  career  and  freedom  to 
travel— her  main  kick. 

The  money  is  being  paid  within  the 
two  years.  The  Ford  agency,  which 
now  dearly  loves  Hutton's  banana 
nose,  gets  its  10%.  Under  the  rules  of 
personal  corporations,  Hutton  can  de- 
fer another  25%  by  setting  up  her 
own  pension  plan.  But  talk  of  invest- 
ments and  tax  shelters  causes  the  reb- 
el to  throw  her  hands  in  the  air,  ex- 
claiming, "Wheat!  As  a  matter  of  fact 
I'll  take  it  all  in  bushels  of  wheat."  ■ 


Worried  Green  Giant 

Like  a  lot  of  bosses  of  medium- 
sized  companies  these  days.  Chair- 
man Robert  C.  Cosgrove  has  worries. 
His  Green  Giant  is  a  tempting  target 
for  a  takeover.  Its  Jolly  Green  Giant 
has  a  great  brand  name,  the  company 
has  a  good  deal  of  working  capital 
and  its  stock  is  quite  widely  dispersed. 
Profits,  moreover,  are  subpar  for  the 
food  industry. 

Only  a  year  ago,  Cosgrove  warned 
of  a  takeover  attempt  by  British- 
American  Tobacco  (which  recently 
bought  control  of  Gimbel  Bros.).  BAT 
stood  ready  to  pay  $35  a  share  for 
Green  Giant  stock.  Many  stockhold- 
ers, who  now  see  their  shares  selling 
at  around  21,  must  regret  that  the 
offer  wasn't  made.  Which  might 
make  them  doubly  anxious  to  accept 
the  very  next  offer. 

For  the  moment,  Cosgrove  has  an 
ally.  Big  American  Home  Products 
has  put  some  of  its  huge  cash  flow 
to  work  by  buying  9.6%  of  Green 
Giant's  stock.  That  9.6%  plus  the  8% 
held  by  m.anagement  adds  up  to 
enough  stock  to  give  a  would-be 
acquisitor  something  to  think  about. 


Cosgrove  of  Green  Giant 


Is  Cosgrove  worried  about  a  pos- 
sible takeover  by  AHP?  Under  pres- 
ent circumstances,  no.  AHP  is  big  in 
spaghetti  and  candies,  sufficiently 
close  to  Green  Giant's  food  business 
to  put  big  antitrust  hurdles  in  the 
way  of  a  merger.  AHP  says  it's  just 
making  an  investment  (it  also  recently 
picked  up  5%  of  William  Wrigley ) . 
The  furthest  AHP  has  gone,  Cosgrove 
says,  is  to  talk  with  Green  Giant 
about  some  joint  deals,  for  example, 
in  Canada,  where  at  the  moment 
Green  Giant  is  too  small  to  matter 
and  not  rich  enough  to  expand  on  a 
major  scale.  Still,  AHP  must  look 
yearningly  at  Green  Giant:  The 
Giant's  $342  million  in  volume  would 
easily  double  AHP's  food  business. 

At  any  rate,  Cosgrove  is  going  to 
have  to  do  something  about  the  Jolly 
Giant's  not-so-jolly  profits;  according 
to  Forbes'  figures,  the  Giant  has  aver- 
aged only  8%  on  equity  compared 
with  a  food  industry  median  of  13%. 
If  he  can't  do  better,  AHP  might  well 
decide  to  hand  its  shares  to  the  next 
company  that  comes  along  with  ac- 
quisition on  its  mind— and  the  Giants 
other  stockholders  might  be  only  too 
happy  to  take  the  offer.  ■ 
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Introducing  the 
Fortune  Book  Service. 

Because  a  businessman 
needs  more  than  just 
a  book  club. 


As  an  effective  businessman,  you 
Lknow  the  value  of  delegating 
responsibility.  Well,  we'd  like  to  take 
on  the  responsibility  for  keeping  you 
current  in  your  reading. 

Just  as  a  good  secretary  screens 
your  phone  calls,  the  editors  of  the 
Fortune  Book  Service  screen  the  flood 
of  business-oriented  books  that  pour 
out  of  publishing  houses  large  and 
small. 

What  is  it  our  editors  look  for?  Cer- 
tainly, the  major  titles  of  special 
interest  to  the  business  community. 

But  business  isn't  all  technique  and 
theory.  And  it  is  never  transacted  in  a 
vacuum.  So  our  editors  seek  out 
those  books  that  tell  us  something 
about  the  people  behind  the  balance 
sheets. ..the  lessons  to  be  learned 
from  those  who  made  it,  and  those 
who  didn't. 

In  fact,  the  more  one  reads  about 
the  successful  businessman,the  more 
insight  one  gets  into  his  reading.  It's 
clear  that  the  man  who  functions 
best  in  today's  complex  world  is  the 
man  who  keeps  in  touch  with  the 
newest  ideas,  the  latest  developments 
in  more  than  just  his  own  field.  Which 
is  why  the  Fortune  Book  Service  con- 
siders books  on  politics  and  govern- 
ment, morals  and  mores,  culture  and 
crime  to  be  valuable  business  books. 

The  first  book  club  that 
obligates  itself.  Not  you. 

By  enrolling  in  the  Fortune  Book 
Service,  ypu  automatically  become  a 
member  qf  the  Fortune  Book  Club.  As 
a  member,  you  are  entitled  to  have 
your  books  sent  to  your  home  or 
office  ( hardcover,  publishers' 
editions)  at  discounts  of  up  to  20% 
below  list  prices,  plus  postage  and 
handling. 

Approximately  every  four  weeks 
you  will  receive  the  Fortune  Book 
Club  News  describing  the  editors' 
selections.  It's  our  obligation  to  come 
up  with  the  kind  of  books  you'll  want 
to  order.  Because  there  is  no  mini- 
mum number  of  books  to  buy  — no 
requirement  that  you  purchase  any- 
thing from  us  at  all. 


Our  current  offerings  include: 

"The  April  Games:  Secrets  of  an 
Internal  Revenue  Agent."  Diogenes. 
Taxpayers'  cheating,  informers, 
bribery. 

"The  Young  Millionaires." 
Lawrence  A.  Armour. 

"The  Billion  Dollar  Sure  Thing." 
Paul  E.  Erdman.  Fascinating  novel 
of  a  super-coup  involving  billions 
of  dollars. 

"Ten  Cents  on  the  Dollar  or  The 
Bankruptcy  Game."  Sidney  Rutberg. 
The  bankrupt  themselves  and  the 
people  who  make  their  living  from 
bankruptcy. 

"  'Johnny  We  Hardly  Knew  Ye': 
Memories  of  John  F.  Kennedy." 
Kenneth  P.  O'Donnell  &  David  F. 
Powers. 

"Coping  with  Crisis."  Gustave 
Simons.  How  to  handle  a  crisis  when 
it  arises. 

"Ling."  Stanley  H.  Brown.  The  rise, 
fall  and  return  of  a  business  titan. 

"Sensible  Speculating  in  Commod- 
ities." Stanley  Angrist.  Step  by  step 
guide  to  making  money  in  commodi- 
ties trading. 

"I  Hate  To  See  A  Manager  Cry." 
Martin  R.  Smith.  Witty,  entertaining 
look  at  management  hypocrisy. 

"Managers  and  Magic."  Graham 
Cleverly.  Amusing,  perceptive  and 
superior  guide  to  understanding 
management  todav. 


We  don't  just  promise  new 

members  the  world,  we  give  it  to 

them.  Free:  this  $25  Oxford 

Economic  Atlas  of  the  World. 

When  you  try  the  Fortune  Book 
Service,  you  receive  an  introductory 
gift  that  sells  for  S25  at  retail.  An 
extraordinary  and  invaluable  refer- 
ence work,  the  Oxford  Economic 
Atlas  contains  a  wealth  of  data: 
economic,  physical,  demographic, 
political  and  social.  It  is  an  in-depth 
business  and  trade  profile  of  geo- 
graphical units  from  counties  to  con- 
tinents presented  in  color-coded  maps, 
charts,  tables  and  text. 

How  do  you  become  a  member  of 
the  Fortune  Book  Service  and  get  the 
S25  Oxford  Economic  Atlas?  Merely 
complete  the  application  form  and 
we'll  bill  you  a  one-time  enrollment 
charge  of  $5. 


For  the  businessman's  special 
needs,  a  very  special  service. 

The  Fortune  Book  Service  prides 
itself  on  its  comprehensive  list  of 
selections.  However,  if  you  want  a 
special  business  book  (or  business 
cassette,  tape  or  record  )  that's  not  on 
our  list,  we'll  go  out  of  our  way  to  get 
it.  And  we'll  deliver  it  to  you  at  pub- 
lishers' list  price,  plus  postage  and 
handling. 

The  Fortune  Book  Service. 

We  can't  guarantee  success  in 
business.  But  we  can  help  you 
prepare  for  it. 


Fortune  Book  Service,  Time  &  Life  Building,  Chicago.  III.  60611 

Please  enroll  me  in  the  Fortune  Book  Service.  Send  my  free  copy  of  Oxford 
Economic  Atlas  of  the  World  and  offer  me  books  I  want  at  discounts  averaging 
15-20%  off  publishers'  list  prices,  plus  postage  and  handling.  Send  me  the 
Fortune  Book  Club  News,  without  charge,  about  every  four  weeks.  It  describes 
the  current  main  selection  plus  several  alternates.  If  I  wish  the  main  selection, 
I  do  nothing.  It  will  come  to  me  automatically.  If  I  prefer  an  alternate  or  wish 
no  book.  I'll  return  the  card  enclosed  with  my  News.  I  understand  that  1  am 
not  obligated  to  buy  anything  at  all,  and  that  there  are  no  further  dues  or  charges  to 
pay  after  the  $5  enrollment  fee. 


Na 


anie. 


Please  initial 


Address. 


Cit> 


.State. 


_Zip_ 


3015Q 


The  Funds 


The  Bay  State  Housekeeper 


Like  a  middle-aged  man  whose  wife 
has  divorced  him,  Massachusetts  Fi- 
nancial Services  in  July  found  itself 
Confronting  some  serious  housekeep- 
ing problems.  For  49  years  it  had 
left  to  an  outside  company,  Vance, 
Sanders  &  Co.,  the  distribution  of  its 
five  funds:  giant  Massachusetts  In- 
vestors Tnist  (assets  $1.8  billion)  and 
Growth  Stock  Fund  ($1.5  billion), 
medium-sized  Massachusetts  Income 
Development  Fund  ($244  million) 
and  Financial  Development  Fund 
($189  million),  and  tiny  Massachu- 
setts Capital  Development  Fund  ($14 
million).  But  like  some  marriages,  it 
was  an  unequal  partnership. 

MFS  had  been  raking  in  the  rich 
management  fees  year  in  and  year 
out.  But  while  management  fees  are 
fairly  stable,  a  sales  conunission  is  a 
sometime  thing,  thus  Vance,  Sanders 
waxed  and  waned  with  the  cycles. 
So,  a  year  ago  the  two  announced 
they  were  through,  and  MFS  had  to 
decide  how  it  would  get  its  sales 
housekeeping  done. 

It  had  three  choices:  1)  It  could, 
like  Vance,  Sanders,  rely  on  broker- 
dealers;  2)  it  could  develop  its  owoi 
sales  force;  or  3)  it  could  go  the  in- 
creasingly popular  no-load  route.  MFS 
decided  to  stick  with  the  old  way: 
Broker-dealers  it  would  be. 

Why?  After  all,  the  sheer  number 
of  broker-dealers  is  decreasing,  and 
they  don't  much  like  pushing  funds 
these  days:  no  more  reciprocal  com- 
missions and  besides,  mutual  funds, 
unlike  stocks,  are  not  suited  to  in- 
and-out  trading.  Since  MFS  has  been 
suffering  net  redemptions  like  most 
of  the  rest  of  the  industry-$76.8  mil- 
lion in  the  first  seven  months  of  1973 


—wouldn't  it  have  been  better  to  try 
a  different  approach? 

Not  really,  says  George  S.  Bissell, 
recently  named  president  of  MFS' 
new  sales  division:  "Because  of  the 
breaking  off  of  our  relationship  with 
Vance,  Sanders,  there  was  not  maxi- 
mum effort  on  their  part  to  sell  our 
funds  during  this  period  [between  the 
announcement  last  September  and  the 
July  termination].  I  don't  think  these 
recent  results  are  characteristic.  We 
rejected  the  no-load  approach  be- 
cause we  still  feel  that  funds,  like  in- 
surance, are  sold,  not  bought." 

Bissell  ruled  out  a  sales  force  be- 
cause "such  an  operation  takes  a  long 
time  to  develop;  it's  very  expensive; 
and  you  need  a  broad  product  line 
for  the  salesman  to  make  a  living  on." 
The  biggest  fund  organization.  Inves- 
tors Diversified  Services,  has  16  non- 
fund  products  for  its  sales  force  to 
offer,  such  as  insurance  and  oil-drill- 
ing participations. 

Realizing  that  a  merely  convention- 
al approach  to  the  broker-dealer 
would  probably  fall  flat,  MFS  went 
further  than  just  signing  up  dealers 
who  had  sold  its  funds  for  Vance, 
Sanders.  MFS  will  have  nine  regional 
vice  presidents  visiting  broker-dealers 
with  ideas,  answers,  suggestions  and 
programs  for  individual  investors.  It 
also  hopes  to  be  able  to  cut  the 
broker-dealer  in  on  the  pension-  and 
profit-sharing-plan  market,  where 
funds  now  get  only  2%  of  the  busi- 
ness: "We  want  to  design  programs," 
says  Bissell,  "so  that  the  dealer  will 
be  able  to  make  the  initial  contact 
and  then  be  able  to  call  on  us  for 
technical  expertise." 

What  kind  of  sales  story  will  MFS 


Bissell  of  MFS 


have  to  tell?  Massachusetts  Investors 
Growth  Stock  Fund  scored  B-B  in 
Forbes'  latest  mutual  fund  survey 
(Aug.  15),  an  excellent  rating;  the 
fund  did  relatively  well  in  both  rising 
and  falhng  markets.  But  the  giant 
MIT  fund,  like  most  giant  funds,  did 
not  do  as  well:  It  scored  D-B,  which 
indicates  that  it  paid  for  a  fairly  good 
showing  in  down  markets  with  a 
pretty  poor  showing  in  up  markets. 
The  three  smaller  MFS  ftmds  are  too 
young  to  be  ranked  in  Forbes'  long- 
term  ratings.  Overall,  then,  the  record 
is  respectable,  but  not  exciting. 

No  question  about  it.  This  $4-billion 
fund  group  has  got  its  work  cut  out 
for  it  these  days  when  equity  invest- 
ing is  in  the  doghouse.  What  a  time 
to  break  up  with  your  wife! 


Concept  and  Reality 


American  Birthright  Trust,  a  tiny 
($11  million)  open-end  mutual  fund 
headquartered  in  Palm  Beach,  Fla., 
is  trying  hard  to  market  itself  as  a 
tax-sheltering  vehicle. 

ABT  distributes  no  interest  or  divi- 
dend income  to  shareholders  and 
elects  to  pay  its  taxes  as  a  corporation 
rather  than  as  a  mutual  fund.  As  a 
corporation  it  can  shield  from  taxes 
85%  of  the  dividend  income  it  receives 
from  domestic  companies,  and  the  re- 
maining 15%  washes  against  the  nor- 
mal operating  expenses  of  running  the 


fund.  Thus,  no  tax  is  paid  on  divi- 
dend income,  which  is  plowed  back 
into  what  is  promised  to  be  a  port- 
folio of  high-yielding  blue  chip  stocks. 
ABT's  sales  pitch  is  this:  If  you  are 
in  the  50%  bracket,  a  6%  yield  on  an 
unsheltered  $1,000  investment  nets 
you,  after  taxes,  $30.  But,  if  you  keep 
your  $30  plus  the  Internal  Revenue 
Service's  share  in  ABT,  you  will  in 
the  following  year  be  getting  a  return 
on  the  entire  $60,  half  of  which  you 
never  should  have  seen.  The  impact 
on  net  asset  value  of  compounding, 
over  the  long  term,  what  would  oth- 
erwise have  gone  to  Uncle  Sam- 
coupled  with  reasonable  expectations 


for  growth  in  a  blue-chip  portfolio- 
is  doubly  impressive  because  the  in-' 
vestor  is  only  taxed  at  capital  gains 
rates  when  he  sells  off  his  shares. 

That's  the  theory.  But  the  practice 
to  date  has  been  something  else.  The 
difficulty  lies  in  the  fact  that  every- 
thing in  this  chain  of  events  must 
click  perfectly  for  it  to  work  effec> 
tively.  For  example,  the  ratio  of  man- 
agement fees  to  total  investment  in- 
come was  31%  for  1971  and  30%  for 
1972,  which  means  that  about  $40  of 
that  $60  was  there  to  plow  back  into 
the  fund.  Annual  expenses  including 
management  fees  are  not  small— 1%  of 
assets,  which  is  twice  that  which  largo 
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funds  charge.  But  the  biggest  prob- 
lem is  that  return  on  average  net  as- 
sets was  only  2.5%  in  1971  and  1972, 
not  the  6%  to  7%  blue-chip  yield  that 
ABT  President  Richard  J.  Sluggett 
says  he  aims  for.  Sluggett  claims  a 
yield  for  the  first  part  of  this  year 
in  excess  of  5%;  and  indeed,  ABT's 
net  asset  value  has  risen  from  $7.95 
a  share  in  1970  to  a  recent  $9.50. 

ABT  is  an  intriguing  concept,  but 
how  important  is  the  tax  shelter? 
To  get  it,  the  investor  surrenders 
all  dividend  income  to  buy  a  mutual 
fund  that,  like  all  funds,  needs  an 
up  market  to  really  succeed,  but  that 
exposes  him  to  double  taxation  of 
capital  gains. 

In  1972  ABT  "sheltered"  a  little 
less  than  $60,000  in  dividend  income 
or  $30,000  in  potential  tax  revenue  at 
the  50%  bracket,  divided  among  over 
400,000  shares  at  the  end  of  the  fiscal 
year.  Clearly,  ABT  is  going  to  have 
to  improve  its  margins  and  greatly  en- 
large its  base  before  Internal  Revenue 
Service  officials  begin  to  wake  up 
sweating  in  the  middle  of  the  night. 
It's  an  old  story:  What  counts  is  not 
the  gimmicks,  tax  or  otherwise,  but 
performance— over  the  long  haul.  ■ 


Sluggett  of  American  Birthright 


INVESTIGATE  THE 


Established 
1950 


IROWEPRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seel<s  long  ternj  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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NAME. 


ADDRESS. 
CITY 


.STATE. 


-ZIP. 


Because  executive  and  pro- 
fessional men  and  women 
sometimes  need  a  personal 
loan,  too... 

Now 

you  can  borrow 

n,500  to  $25,000  in 

absolute  privacy 

entirely  by  mail. 


No  time-consuming  interview  and  no 
embarrassment.  Repay  in  convenient 
low  monthly  sums.  This  popular  method 
of  obtaining  cash  by  mail  is  currently 
being  utilized  by  prominent  and  busy 
individuals  who  desire  fast  service, 
conveniently  in  the  privacy  of  their 
home  or  office.  Offered  by 
a  subsidiary  of  one  of 
America's  most  respected 
financial  institutions.  For 
immediate  details  (no 
one  will  call),  write  .  .  . 


Associates  Financial  Services  Corp. 
Suite  3026,  1030  E.  Jefferson  Blvd., 
South  Bend,  Indiana,  or  call  collect 
Mr.  Jack  McMahon  at  219/284-2458. 


r 

FOR 

GROWTH  POSSIBILITIES 

CHEMICAL 

FUND,  INC 

This  mutual  fund,  now  in  its  35th 
year,  seeks  growth  of  capital  and 
of  income  by  investing  in  com- 
panies whose  business  is  in 
the  world  of  science  and  re- 
search. Free  prospectus  from  F. 
Eberstadt  &  Co.,  Managers  & 
Distributors,  Inc.,  61  Broadway, 
New  York,  N.Y.  10006. 
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Hey  Cunningham  &  Walsh! 

< 

Some  of  the  most  important  executives  you  know  run  these  companies: 

American  Brands,  Inc.  W.  T.  Grant  Co. 

American  Can  Co.  Johns-Manville  Corp. 

American  Express  Co.  The  Procter  &  Gamble  Co. 

American  Home  Products  Corp.  St.  Regis  Paper  Co. 

American  Motors  Corp.  Jos.  Schlitz  Brewing  Co. 

American  Telephone  &  Telegraph  Co.  Southern  Railway  System 

Anderson  Clayton  Foods  Sterling  Drug  Inc. 

California  Canners  &  Growers  UAL,  Inc. 
Ciba-Geigy  Corp.  (Western  International  Hotels) 

Foremost-McKesson,  Inc.  United  Aircraft  Corp. 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

QUESTION  1:   Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine 

No. 

% 

FORBES 

187 

75.7 

Business  Week 

158 

64.0 

Fortune 

128 

51.8 

Time 

126 

51.0 

Newsweek 

75 

30.4 

U.S.  News  &  World  Report 

65 

26.3 

None  specified 

5 

2.0 

If  you  have  checked 

more 

than  two  of  the  above 

magazines,  w 

most  thoroughly? 

FORBES 

116 

47.0 

Business  Week 

102 

41.3 

Time 

85 

34.4 

Fortune 

55 

22.3 

Newsweek 

35 

14.2 

U.S.  News  &  World  Report 

33 

13.4 

Not  stated 

15 

6.1 

Now  It's  likely  that  all  the  officers  of  these  important  Cunningham  &  Walsh  clients  receive  all  six  of  these 
magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  executives, 
don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a  convincing 
assortment? 

Forbes  readers  don't  just  own  American  business. 

They  run  it.  Forbes  knows. 

*Seven  out  of  ten  corporate  officers  In  these  companies  responded  to  a  two-question  survey  conducted  during  January  and  Feb- 
ruary 1973  by  the  independent  research  firnn  of  Erdos  and  Morgan,  Inc.  The  study  included  all  Cunningham  &  Walsh  clients  (or 
their  parents)  reporting  annual  revenues  of  $100  million  or  more  (excluding  banks  and  insurance  companies).  Of  a  net  mailing 
to  335  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and  comptrollers),  247  or 
73.7%  responded. 


The  Forbes  Index 


135 

130 

125 

120 

115 

110 

105 

100 

95 

90 

85 

80 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 
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1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

A\i 


►I  F 


s«,t  M  J 


MAY  124.0 

JUNE  124.3 

JULY  124.4 

AUG 126.1 

SEPT 126.4 

OCT.  128.1 

NOV 129.0 

DEC 129.8 

JAN 131.5 

FEB 132.2 

MAR 133.0 

APR 132.3 

MAY 133.6 

JUNE  (Prel.)   132.8 
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Commerce  privately  owned  housing  starts) 
Consumptiort 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  fDepf.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


A  Sure  Today; 
An  Uncertain 
Tomorrow 


I  HAVE  BEEN  writing  about  securities 
and  the  stock  market  since  January  of 
1919.  During  these  years,  I  have  writ- 
ten some  of  the  best  forecasts  and 
some  of  the  worst  copy  on  stocks  that 
have  ever  been  written!  Right  now  I 
am  more  certain  about  the  near-term 
outlook  (the  next  few  months)  than 
I  have  been  for  a  long  time.  But  I 
seldom  have  had  so  little  conviction 
about  the^  longer  term,  say  a  year  or 
two  or  three  ahead. 

After  being  battered  so  severely 
since  January,  stock  prices  now  re- 
flect a  general  lack  of  confidence  in 
everything,  as  well  as  the  exceedingly 
bad  psychology  in  Wall  Street  where 
the  whole  securities  industry  is  ab- 
normally depressed  and  losing  mon- 
ey. Equities  are  as  unpopular  now  as 
they  were  popular  a  few  years  ago. 

In  an  atmosphere  like  this,  deserv- 
ing stocks  have  just  one  way  to  go, 
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and  that  is  up.  In  the  reverse  opti- 
mistic atmosphere  of  a  few  years  ago, 
stocks  had  just  one  way  to  go,  and 
that  was  down.  For  the  time  being, 
at  least,  the  bear  case  is  discounted 
and  full  of  fallacies.  There  are  not 
many  certainties  in  Wall  Street,  but 
one  of  the  certainties  is  that  over- 
whelming unanimity,  especially  if  it 
is  of  long  duration,  inevitably  is  wrong. 

Over  the  next  few  months  the  mar- 
ket is  going  up,  not  down.  It  may 
take  a  little  time  for  it  to  get  start- 
ed, and  the  rise  may  be  irregular, 
but  the  atmosphere,  the  state  of  sen- 
timent, is  bound  to  improve.  That,  as 
I  see  it,  is  the  short-term  outlook,  and 
I  see  no  need  to  hedge. 

My  crystal  ball  about  the  next  year, 
or  two  or  three,  is  clouded.  I  am 
confused  and  uncertain  rather  than 
optimistic  or  pessimistic.  The  whole 
Western  World  is  enjoying  a  high 
standard  of  living  and  basking  in  a 
borrowed  money  economy.  As  long  as 


we  continue  to  borrow  money  (and 
create  new  bank  deposits  and  cash 
through  our  borrowing),  all  will  be 
well  because  we  will  continue  to  ser- 
vice and  pay  ofiF  our  debts  in  cur- 
rency having  a  lower  value  than  the 
currency  we  borrowed.  This,  of 
course,  is  an  inflationary  process.  But 
it  will  work  if  the  rate  of  inflation 
does  not  get  out  of  hand.  If  it  does 
get  out  of  hand  and  cause  the  pubhc 
to  demand  that  we  do  something 
about  it,  and  if  what  we  do  is  drastic 
enough,  the  consequences  can  be  di- 
sastrous. We  can't  pay  off  our  debts  in 
dollars,  pounds,  francs,  lire  and  yen 
that  are  harder  to  get  than  those  we 
borrowed.  If  we  are  asked  to  do  it, 
that  will  mean  disaster  and  depression. 

A  level  of  deflation,  or  just  slower 
inflation,  that  will  keep  prices  from 
going  up  too  fast  will  lead  to  a  re- 
cession, but  that  is  not  too  bad.  The 
problem  is,  are  we  able  to  fine-tune 
repressive  practices  exactly  to  that 
point  where  a  mild  recession  does  not 
turn  into  a  great  depression,  and  then 
stop?  Are  the  money  managers  and  the 
government  experts  in  possession  of 
the  necessary  tools  smart  enough,  wise 
enough  and  skillful  enough  with  this 
delicate  and  untried  machinery  to 
make  it  work  with  precision? 

The  danger  here  is  not  inflation, 
but  deflation.  I  am  not  at  all  sure  that 
either  the  credit  managers  or  the  pub- 
lic understands  this.  And  I  am  con- 
fident that  most  politicians  and  states- 
men have  only  a  dim  conception  of 
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the  nature  of  the  tools  and  how  they 
can  and  should  be  implemented. 

In  recent  months,  those  who  tinker 
with  the  economy  have  discovered 
that  some  things  simply  do  not  work. 
Price  ceilings  (imposed  by  public 
clamor)  have  abrogated  the  law  of 
supply  and  demand  and  have  thus 
created  artificial  shortages  as  well  as 
dangerous  commodity  speculation. 
Very  high  interest  rates  on  borrowed 
money  have  added  to  short-term  in- 
flationary pressures  without  cutting 
down  much  on  the  rate  of  borrowing 
—because  money  has  been  supplied  at 
a  price.  Experience  shows  that  high 
money  rates  reduce  the  demand  for 
borrowed  money  very  little.  To  fight 
inflation,  you  make  less  and  less  mon- 
ey available  regardless  of  price.  High 
money  rates  have  broken,  at  least  for 
the  present,  a  speculative  boom  in 
gold  and  improved  the  value  of  the 
dollar  vis-Si-vis  other  world  cunencies, 
but  so  far  they  have  not  done  much 
in  taming  the  domestic  economy. 

Pressures  trom  Abroad 

Too  often,  it  seems  to  me,  Ameri- 
cans think  that  we  can  control  the 
domestic  economy  by  unilateral  mea- 
sures. This  whole  inflation  situation 
and  the  problems  it  has  created  are 
absolutely  international  and  not  mere- 
ly domestic.  A  depression  can  be 
started  either  intentionally  or  by  mis- 
calculation abroad  as  well  as  in  the 
U.S.  The  first  evidence  of  1929  and 
its  aftermath  was  in  the  form  of  a  big 
bank  failure  in  Austria.  Excluding  the 
U.S.,  the  world  economy  is  much  big- 
ger now  than  it  has  been  since  1913. 
Just  think  of  the  big  changes  in  Ger- 
many, Japan,  Russia  and  China.  Amer- 
ica is  becoming  a  smaller  frog  in  a 
bigger  puddle. 

Just  consider  some  recent  foreign 
influences.  Germany  has  had  a  big 
hand  in  the  weakness  of  the  Ameri- 
can dollar.  Russia  and  China  have 
changed  the  grain  markets  and  vastly 
influenced  the  price  of  all  foods.  Po- 
litical conditions  in  Chile,  Rhodesia 
and  Zambia  have  contributed  to  a  run- 
away situation  in  copper.  America's 
supply  of  energy  is  more  or  less  at 
the  mercy  of  the  Middle  East,  and 
what  the  Arabs  do  with  the  money  we 
pay  them  for  oil  is  a  big  factor  in  the 
world's  financial  centers.  Japan's 
building  boom,  more  than  our  own,  is 
a  big  marginal  factor  in  the  lumber 
market.  In  a  few  years  we  may  be 
getting  a  large  part  of  our  natural 
gas  from  Russia. 

Notice  that  in  all  these  factors  we 
are  thinking  of  things  more  difficult  to 
forecast  than  such  recent  major  in- 
fluences as  the  equipping  of  the  na- 
tion with  automobiles  and  roads,  the 
coming  of  electronics,  computers  and 


automation,  the  building  boom,  etc. 
As  stated  above,  these  new  longer- 
range  factors,  and  others  which  may 
be  seen  more  dimly  or  not  at  all,  are 
not  clearly  bullish  or  clearly  bearish. 
Most  of  them  can  be  favorable  or 
unfavorable  to  common  stock  invest- 
ment, and  it  is  too  early  to  say  which. 
The  simple  fact  is  that  we  do  not 
know.  But  we  do  know  that  we  are 
headed  into  an  entirely  different  type 
of  environment.  We  have  too  little  a 
base  on  which  to  build  longer-term 
investment  policies,  except  to  know 
that  the  future  will  be  much  different 
from  the  present  or  the  past. 

Portfolio  Possibilities 

To  be  moie  specific,  let  me  repeat 
that  the  international  oils,  especially 
those  with  Near  East  production,  look 
more  like  real  investments  semi-long 
term  than  most  other  stocks.  The 
energy  crisis  is  real,  and  we  must  have 
the  oil  regardless  of  what  we  have  to 
pay  for  it,  and  we  can't  get  enough  of 
it  without  going  where  the  oil  is  avail- 
able. Gulf  Oil  (23)  may  not  be  the 
best  international  oil,  but  it  looks  like 
the  cheapest.  In  the  same  vein,  man- 
ufacturers of  oil  refineries,  like  those 
mentioned  in  this  column  in  the  previ- 
ous issue,  are  most  interesting. 

These  high  interest  rates  are  a  boon 
to  the  life  insurance  companies,  even 
if  they  don't  last  too  long— and  I  don't 
think  they  will.  .  . .  The  only  way  to 
buy  low-cost  housing  now  is  to  buy  a 
mobile  home.  Skyline  (19),  on  the  ba- 
sis of  its  record,  is  one  of  the  best,  if 
not  the  best,  company  in  the  field. 
The  stock  is  way  down  in  price  and 
should  earn  at  least  $2  a  share  this 
year  in  spite  of  a  slow  start.  .  .  .  The 
paper  manufacturers  and  the  copper 
producers  have  moved  into  a  lush 
earnings  situation.  These  companies 
own  valuable  natural  resources  which, 
in  theory  at  least,  are  a  hedge  against 
inflation.  .  .  . 

Some  pretty  solid-looking  price 
charts  have  been  developing  for  many 
individual  issues,  and  we  have  passed 
the  period  when  another  former  spec- 
ulative issue  is  falling  out  of  bed  every 
day.  Mention  might  be  made  of  Alcan, 
Aluminum  Co.  of  America,  Massey- 
Ferguson,  Deere,  Hughes  Tool,  Free- 
port  Minerals,  Westoaco,  Internation- 
al Paper,  Texasgulf,  Signal  Cos.  and 
UV  Industries,  to  mention  only  a  few. 
.  .  .  The  high-yielding  electric  util- 
ities, of  course,  have  been  hurt  by 
high  money  rates  and  corporate  bond 
competition.  I  still  like  both  groups 
for  income.  .  .  .  Once  again,  I  have 
considerable  bullish  conviction  aliont 
the  Dow  Jones  industrials  near-term. 
The  rest  of  1973  in  the  stock  market 
should  be  much  better  than  the  first 
eight  months.  ■ 
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Bear  Market 
Switches 


Labor  Day  is  just  around  the  corner. 
For  Wall  Street  this  means  the  end 
of  the  summer,  and  what  a  miserable 
summer  it  has  been  for  the  financial 
community.  Oh  sure,  there  was  a  little 
summer  rally.  It  lasted  all  of  two 
weeks,  but  now  all  stock  averages  are 
once  again  scraping  bottom.  All  those 
gorgeous  earnings  reports  and  the 
many  dividend  increases  have  been 
wasted  on  a  listless  stock  market 
which  never  could  shake  off  its  un- 
receptive  mood. 

Usually  things  liven  up  after  Labor 
Day— for  better  or  for  worse.  Market 
historians  tell  us  the  record  of  the 
month  of  September  is  not  a  good 
one,  with  more  declines  than  advances. 
But  this  way  of  playing  the  percent- 
ages rarely  pays  off.  In  fact,  there  are 
some  rays  of  hope  for  a  recovery. 

The  dollar  is  beginning  to  show 
signs  of  strength  in  the  foreign  ex- 
change markets.  It's  about  time,  be- 
cause the  dollar  was  and  still  is  ma- 
terially undervalued  in  terms  of  other 
major  currencies.  We  may  think  that 
prices  here  are  terribly  high,  but  if 
you  use  marks  or  francs  or  yen,  the 
U.S.  looks  like  a  bargain  counter. 
Even  $5  wheat  is  not  quite  as  for- 
bidding for  the  foreign  buyer  as  it  is 
for  us.  And  when  it  comes  to  stocks, 
they  are  incredibly  cheap  in  the  eyes 
of  foreign  investors.  Therefore,  pros- 
pects for  a  significant  improvement  in 
our  foreign  trade  and  international 
payments  balances  are  good  indeed. 

The  wild  speculation  in  commodi- 
ties apparently  is  no  longer  a  one- 
way street.  First  they  went  up  the 
daily  limit  day  after  day,  but  more 
recently  some  commodities  are  coming 
down  that  way,  too.  This  game  of 
Russian  Roulette,  as  Forbes  so  aptly 
described  it,  will  probably  end  with 
some  casualties,  but  nothing  could  be 
more  welcome  for  the  country  as  a 
whole  than  a  return  to  more  orderly 
and  saner  commodity  markets. 

I  think  that  the  peak  in  short-term 
money  rates  is  here,  or  at  least  near. 
There  may  be  another  notch  or  two 
in  the  banks'  prime  lending  rate,  but 
I  doubt  that  it  will  top   10%.  Before 
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long,  and  I'd  say  certainly  before  the 
end  of  the  year,  present  exceptionally 
high  money  rates  will  be  just  a  mem- 
ory. Investors  should  consider  nailing 
down  those  high  yields  by  switching 
their  short-term  investments  into  in- 
termediate or  longer-term  bonds  (cor- 
porates  or  tax-exempts,  whichever  is 
appropriate)  or  into  utility  stocks. 
This  group  has  been  deflated  un- 
mercifully by  the  competition  of  ultra- 
high interest  rates.  The  Dow  Jones 
utility  stock  index  now  stands  at  the 
lowest  level  since  1960(!),  although 
earnings  and  dividends  have  just 
about  doubled  in  the  interim.  A  stock 
like  Southern  Co.  (16),  with  a  20- 
year  record  of  annual  dividend  in- 
creases, offers  a  retmn  of  over  8%. 

One  may  hope  that  the  domestic 
political  scene  will  also  quiet  down. 
President  Nixon  \s  not  the  only  one 
who  has  had  enough  of  Watergate. 
Little  can  be  gained  by  continuing  to 
dig  and  dig.  The  President's  term  has 
nearly  another  SM  years  to  go.  A  vir- 
tual interregnum  for  this  length  of 
time  would  be  a  national  calamity. 
On  this  point  there  appears  to  be  a 
growing  and  nonpartisan  consensus. 

Investment  research,  in  order  to  be 
deserving  of  the  term  "research,"  often 
necessitates  conversation  with  a  com- 
pany's management.  How  else  can  one 
determine  what  makes  it  tick  and  how 
it  will  be  doing  in  the  future.  Be- 
cause there  have  been  abuses  in  the 
past,  when  certain  information  was 
given  to  a  privileged  few  but  not  to 
others,  the  Securities  <•  &  Exchange 
Commission  has  warned  both  analysts 
and  corporate  managements  in  the 
strongest  terms  that  there  must  be  not 
even  a  hint  of  "inside  information." 

If  a  corporation  is  willing  to  answer 
legitimate  questions  of  an  analyst,  and 
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also  offers  to  give  the  same  informa- 
tion to  anyone  else  who  asks  these 
questions,  then  this  cannot  and  should 
not  be  considered  inside  information. 
However,  some  corporate  officers  are 
now  so  scared  of  the  SEC,  they  don't 
even  want  to  give  you  the  time  of 
day.  And  when  a  serious  analyst  like 
Mr.  Dirks,  who  uncovered  the  Equity 
Funding  scandal  and  who  made  the 
SEC,  the  N.Y.  Stock  Exchange,  the 
accountants  and  others  look  stupid, 
does  his  homework,  he  winds  up  in 
the  doghouse.  Mr.  Dirks  dug  up  his 
own  information,  and  it  certainly 
didn't  come  from  the  inside.  The  one 
who  reportedly  got  inside  information 
across  the  breakfast  table  and  then 
bought  a  bundle  of  Equity  Funding 
stock  just  before  trading  was  sus- 
pended was  Lany  Tisch,  who  thus 
"invested"  his  company's  shareholders' 
money  after  diligent  research. 

It  is  naive  to  think  that  you  can 
legislate  against  inside  information. 
People  will  only  be  more  careful  in 
giving  it  and  in  using  it.  I  don't  like 
the  "tippees,"  but  my  main  complaint 
is  that  so  many  managements  now 
clam  up  rather  than  answer  even  the 
most  innocent  questions. 

Phillips  vs.  Mobil 

Even  a  bear  market  has  its  favorite 
pets  that  move  against  the  major 
trend  and  rise  to  new  highs  while 
most  other  stocks  sag  to  ever  lower 
lows.  An  example  is  Phillips  Petro- 
leum, which  I  had  mentioned  favor- 
ably some  two  years  ago  (Forbes, 
June  15,  1971).  After  doing  nothing 
for  a  year  or  so,  the  stock  exploded 
and  just  about  doubled  in  price  in 
the  past  12  months.  Because  of  its 
prominent  position  in  the  highly  prom- 
ising North  Sea  oil  development, 
Phillips  has  become  the  investor's  be- 
loved darling.  It  has  what  The  Street 
calls  "romance. " 

I  fully  concur  with  the  favorable 
appraisal  of  the  outlook  for  Phillips. 
However,  aside  from  the  possibility 
that  when  it  comes  to  oil  even  the 
Norwegians  may  become  "Arabs,"  I 
think  enough  is  enough.  A  multiple 
of  25  is  too  rich  for  my  taste  for  a 
major  international  oil  company  whose 
past  recoixl  has  been  only  so-so.  Even 
this  year's  greatly  improved  earnings 
are  not  expected  to  match  the  19fl7 
net  of  $2.37  a  share. 

As  it  happened,  Phillips  reached 
an  all-time  high  of  56%  last  nionlli, 
while  Mobil  Oil,  probably  one  of  the 
country's  best  managed  corporations, 
fell  to  its  1972  low  of  55Ji.  Mobil  has 
a  superior  record  of  15  consi'iiilive 
annual  earnings  rises,  doubling  piol- 
its  between  1965  and  1973.  The  divi- 
dend rate  has  doubled  since  1964.  This 
comparison   (left)  speaks  for  itself.   ■ 
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Technician  s 
Perspective 

ByJohnW.SchuIz 


This  Bargain 
il^arket 


Make  believe  this  is  a  pretty  picture 
postcard  from  a  lovely  New  England 
shore,  where,  believe  it  or  not,  the 
ocean  and  the  beaches  are  clean  and 
even  the  weather  has  been  fine 
(though  this  year  the  fishing  is 
lousy).  X  marks  the  spot  where  I'm 
sitting  on  the  beach,  puzzling  about 
a  number  of  discordant  facts. 

For  example,  real  estate  prices  here 
(as  elsewhere)  have  gone  out  of 
sight.  The  place  is  more  crowded 
than  I've  ever  seen  it,  and  more  peo- 
ple seem  to  have  more  expensive  cars 
and  boats  than  ever  before.  A  take- 
out meal  of  fish  and  chips  (more 
chips  than  fish)  costs  $1.50,  and  the 
Simday  papers  sell  at  a  60%  markup. 
Junk  masquerading  as  antiques  is 
offered  at  similarly  ridiculous  prices. 
About  the  cheapest  thing  around 
seems  to  be  the  U.S.  dollar,  and  peo- 
ple apparently  can't  get  rid  of  it  fast 
enough  in  exchange  for  expensive 
goods  that  tomorrow  might  cost  still 
more.  Curiously,  these  goods  don't  in- 
clude common  stocks— also  very  cheap 
—which  for  the  most  part  represent 
tangible,  productive  assets  that 
couldn't  be  duplicated  today  except 
at  costs  ,  far  above  book  values  and 
that  have  an  earning  and  dividend- 
paying  power  of  which  currently  pop- 
ular, high-priced  "inflation  hedges" 
are  largely  devoid. 

The  dollar  is,  in  fact,  so  cheap 
that  most  observers  regard  it  as  un- 
dervalued relative  to  other  major  cur- 
rencies. (Out  of  24  currencies  listed 
in  the  Federal  Reserve  Bulletin,  only 
one  has  lost  ground  against  the  dol- 
lar since  1968— the  Ceylonese  rupee.) 
Since  late  1971  two  official  devalua- 
tions plus  additional  price  weakness 
in  the  "floating"  foreign-exchange 
markets  have  cheapened  the  dollar 
by  perhaps  as  much  as  30%— too 
much,  at  any  rate,  for  anyone's  com- 
fort. So  the  Federal  Reserve,  in  an 
effort  to  harden  the  dollar,  has  been 
pushing  up  short-term  interest  rates 
to  record-high  levels.  This  makes  it 
very  expensive  to  hold  inflation 
hedges  which  yield  no  income  but, 
instead,  cost  money  to  own— like  gold. 

Mr.  SchuU  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  Inc. 


And  indeed,  the  free-market  price  of 
gold  started  dropping  last  month, 
while  the  dollar  began  to  firm  up; 
who  knows,  maybe  land,  summer 
homes,  antiques  may  be  next  to  feel 
the  competition  from  undervalued, 
interest-bearing  dollars. 

Ordinaiily,  you'd  expect  this  sort  of 
competition  to  take  the  starch  out  of 
the  stock  market  also,  and  it's  quite 
possible  that  sky-high  short-term  in- 
terest rates  will  function  to  keep  de- 
mand for  common  stocks  at  its  cur- 
rent low  level  for  a  while  longer.  But, 
looking  further  ahead,  I  think  com- 
mon stocks  will  prove  to  be  a  better 
value  than  the  dollar.  A  large  ma- 
jority of  stocks  have  come  down  even 
more  in  price.  A  broadbased,  un- 
weighted price  index  like  the  Value 
Line's  composite  fell  some  35%  be- 
tween April  1972  and  July  1973,  is 
more  than  50%  under  its  1968  high, 
and  recently  stood  where  it  was  about 
ten  years  ago,  when  corporate  after- 
tax profits  were  less  than  half  what 
they  are  now.  True,  the  average  divi- 
dend payer  in  the  VL  composite  in- 
dex yields  only  a  bit  over  4%,  but  the 
average  price/ earnings  ratio  is  less 
-than  9:1,  equal  to  an  "earnings  yield" 
of  over  11%,  probably  the  highest  in 
a  generation. 

Support  for  Stocks 

To  my  mind,  this  makes  the  stock 
market  a  longer-term  "bargain,"  and 
not  merely  because  corporate  earn- 
ings and  dividends  will  probably  rise 
over  the  years.  No  less  important, 
the  realities  demand  that  the  stock 
market  sooner  or  later  be  given  en- 
couragement and  support,  much  like 
the  dollar  today,  because  a  lot  of 
capital  will  need  to  be  raised  if  pro- 
duction is  to  keep  pace  with  rising 
demand  for  goods,  which  would  seem 
to  be  a  desirable  way  of  coping  with 
the  problem  of  price  inflation. 

Looking  at  the  situation  this  way, 
one  is  bound  to  come  to  the  conclu- 
sion that  a  lot  more  money  ought  to 
be  made  from  holding  dividend-pay- 
ing common  stocks  over  the  next  sev- 
eral years  than  from  short-term  pa- 
per at  high  interest  rates  that  may 
not  be  around  for  very  long.  ■ 
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The 
Markdt 
Outlook 

By  Sidney  B.  Lurie 


Areas  Of  Interest 


1  EXPECT  the  l)eneath-the-.siirface 
trend  of  growing  interest  in  other 
than  the  "core  growth  stocks"  to  con- 
tinue. It's  not  just  that  there  is  no 
such  investment  vehicle  as  a  "one-de- 
cision stock."  Or  that  1973  has  been 
a  year  of  perhaps  unusual  price 
strength  in  unusual  places.  Rather,  it 
seems  to  me  that  there  have  been  sig- 
nificant changes  in  the  basic  position 
of  several  fundamental  industries 
whose  supply/demand  position  has 
been  markedly  improved  exclusive  of 
the  business  cycle.  With  the  security 
buying  public  just  beginning  to  recog- 
nize these  changes,  I  believe  the  dis- 
parity in  valuations  between  the  tra- 
ditional growth  stocks  and  the  sup- 
posedly more  cyclical  areas  of  the 
economy  will  narrow. 

Few  security  buyers  realize  that 
the  output  of  paper  and  paperboard 
declined  in  only  three  of  the  past  20 
years,  and  then  only  minimally.  More- 
over, with  coming  additions  to  pro- 
ductive capacity  below  the  projected 
normal  growth  in  demand,  and  ca- 
pacity operations  already  almost  the 
rule  rather  than  the  exception  in  most 
areas,  the  paper  industry's  customers 
probably  face  a  supply  "crunch"  over 
the  next  two  years  if  not  longer.  In- 
terestingly, this  seemingly  cyclical 
business  has  been  a  growth  business, 
too:  Output  of  paper  and  paperboard 
has  more  than  doubled  in  the  past  20 
years,  increased  55%  to  60%  in  the 
past  ten  years. 

Paper  Stocks 

The  choice  of  the  most  interesting 
vehicle  is  mainly  a  matter  of  personal 
objectives,  although  there  is  of  course 
a  difference  in  the  character  of  each 
company  and  its  product  mix.  Bear- 
ing in  mind  that  there  are  relatively 
few  companies  in  the  billion-dollar 
volume  category,  I  would  be  inclined 
to  highlight  Crown  Zellerbach 
(around  29,  paying  $1.20,  with  a 
1973  earnings  potential  of  $3.50  per 
share),  International  Paper  (around 
40,  paying  $1.56,  with  a  1973  earn- 
ings potential  of  $3.10  per  share)  and 
Marcor  (around  22,  paying  90  cents, 

Mr.   Lurie   is  a  partner  in  the  New  York  Stock  Ex- 
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with    a    1973    earnings    potential    of 
$2.50  per  share  before  dilution) . 

The  Neiv  York  Times  some  issues 
ago  had  a  feature  article  in  which  the 
point  was  made  that  "the  supply  of 
newsprint  is  currently  tight  and  likely 
to  become  more  so. "  The  prospect  that 
the  tight  newsprint  supply  demand 
situation  will  continue  for  several  years 
is  indicative  of  the  overall  industry 
outlook.  Furthermore,  I  believe  earn- 
ings can  improve  in  1974  even  though 
the  industry  is  now  operating  substan- 
tially at  capacity.  Great  Northern  Ne- 
koosa,  for  example,  which  will  earn 
about  $4.35  per  share  this  year,  could 
get  an  important  lift  as  a  new  plant 
moves  from  the  loss  to  profits  column. 
Union  Camp,  which  should  earn  about 
$3.60  per  share  this  year,  similarly  has 
internal  earnings  leverage  in  the  form 
of  improving  product-mix  capacity. 

Incidentally,  I've  added  Scott  Pa- 
per (around  14,  paying  56  cents)  to 
my  list  of  attractive  speculations.  I 
believe  Scott's  loss  of  market  share  in 
the  household  paper  products  busi- 
ness is  now  past  history.  And  the  com- 
mercial paper  division  is  fully  partic- 
ipating in  the  industry  boom.  With 
this  year's  earnings  likely  to  exceed 
$1.35  per  share  compared  with  $1.11 
in  1972,  I  believe  Scott  is  on  the  way 
to  regaining  its  former  liberal  earn- 
ings multiple. 

I  similarly  see  new  dynamics  in  the 
aluminum  industry:  Demand  is  now 
outstripping  production;  the  supply 
demand  situation  has  changed  so  that 
ingots  are  scarce;  sheet  fabricating  fa- 
cilities are  being  strained  to  meet  de- 
mand; and  customers,  for  the  first 
time  in  recent  memory,  are  on  alloca- 
tion. Perhaps  equally  important,  the 
additions  to  productive  capacity  in 
prospect  for  the  next  three  years  will 
add  relatively  marginal  tonnage  to  the 
world's  total  aluminum  supply.  The 
industry's  profit  margins  are  likely  to 
improve  in  the  second  half  of  this 
year  and  in  1974,  too,  because  of  the 
lag  between  prices  at  the  time  of  ship- 
ment and  bookings.  This  consideration 
and  other  internal  factors  could  pro- 
duce higher  profits  in  1974.  My  spec- 
ulative favorite  in  the  industry  is  Kai- 
aer  Aluminum  (around  19,  paying  50 


cents,    with    a    1973    earnings    poten- 
tial of  $1.75  per  share). 

In  my  Aug.  1  column  I  obsened 
many  instances  of  the  changing  of 
corporate  character,  and  character 
contributes  to  the  multiples  that  help 
make  stock  prices.  Although  the  pros- 
pect that  farm  income  may  be  over 
$22  billion  in  1973  (as  against  last 
year's  peak  of  $19  billion)  highlights 
the  fact  that  the  days  of  "cheap  food' 
are  over,  it  also  points  up  the  develop- 
ment of  a  new  growth  area.  The  farm- 
er no  longer  is  America's  "forgotten 
man,"  and  increased  crop  production 
as  well  as  still  higher  farm  income  is 
likely  in  1974.  In  turn,  I  believe  this 
will  spell  new  opportunities  for  the  in- 
dustries and  companies  that  serve  the 
farmer,    either   directly   or   indirectly. 

Truck  Demand  Good 

■  Just  as  farm  equipment  demand 
did  not  follow  the  overall  economic 
cycle  in  the  1950s,  so  the  world's 
food  needs  could  spell  insulation 
against  business  cycle  developments 
of  the  1970s.  If  this  turns  out  to  be 
true,  trucks  will  be  required  to  move 
the  produce  both  here  and  in  other 
parts  of  the  world.  In  turn,  this  brings 
to  mind  International  Harvester 
(around  30,  with  an  indicated  divi- 
dend of  $1.50).  I  believe  the  compa- 
ny has  increased  its  share  of  the  hea\  y 
farm  tractor  market  and  that  dealer 
inventories  are  probably  too  low. 
Farm  equipment  sales  are  32%  of  the 
corporate  total.  The  truck  business, 
which  contributes  51%  of  the  compa- 
ny's volume,  is  excellent.  Given  an  eas- 
ing of  the  component  parts  shortages 
that  have  pinched  domestic  profit 
margins  this  year.  Harvester  is  in  a 
position  to  show  improved  1974  earn- 
ings even  if  volume  is  flat.  I  believe 
earnings  will  be  about  $4  per  share 
in  the  fiscal  year  ending  October, 
which  means  the  stock  is  selling  at  a 
historically  low  multiple. 

I  would  be  the  first  to  say  that  uii- 
precedentedly  high  interest  rates,  ab- 
normally high  food  prices  and  a  slow- 
ing business  trend  are  not  the  tradi- 
tional fuels  for  a  new  major  upswing. 
But  the  psychological  adjustment  to 
today's  headlines  may  already  have 
occurred,  and  there  is  hope  of  a 
"soft  landing"  in  1974.  With  world 
price  levels  and  relative  currency  val- 
uations now  strongly  in  favor  of  the 
U.S.,  our  rising  export  trend  could 
cushion  lower  consumer  durable  goods 
demand.  The  swelling  capital-spend- 
ing boom  is  another  bulwark  against 
anything  other  than  a  minirecession. 
So,  too,  is  the  fact  that  the  dollar  is 
an  undervalued  currency,  as  is  the 
intimation  that  the  Federal  Reser\i' 
Board  will  continue  to  expand  the 
money  supply.   ■ 
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Stock 
Trends 

By  Myron  Simons 


A  Rough  Kind 
Of  Crystal  Ball 


It  is  very  obvious  that  one  reason 
price/ earnings  ratios  are  now  so  low 
is  that  few  people  expect  the  present 
high  level  of  earnings  to  last.  Current 
earnings  are  the  product  of  a  super- 
boom  and  the  authorities  are  trying 
to  cool  it  oflF;  if  they  succeed,  earn- 
ings of  many  companies  will  certainly 
drop.  If  they  don't  succeed,  we'll  only 
be  in  for  worse  trouble  later  on.  What 
I'm  saying  is  that  a  decline  of  cor- 
porate earnings  from  current  levels 
wouldn't  be  at  all  unhealthy. 

It  does  create  a  problem,  however. 
How  do  you  value  stocks  if  you  can't 
trust  current  earnings?  The  trouble  is 
that  we  don't  know  what  kind  of  a 
slowdown  we  are  in  for,  nor  do  we 
know  who  will  be  affected— or  how. 

Under  these  conditions,  one  thing 
to  do  is  make  rough  estimates  of 
what  a  company's  "normal"  earnings 
would  be.  How  do  you  do  this?  The 
simplest  way  is  to  take  the  best  recent 
year  you  can  find  and  the  worst.  Then 
average  the  two.  This  won't  be  sci- 
entific, but  it  isn't  a  bad  rough  mea- 
siu-e.  With  a  little  more  sophistica- 
tion, you  can  take  return  on  invest- 
ment in  a  poor  year  and  average  it 
with  return  on  investment  in  a  good 
year.  Now  you  take  your  "normal" 
earnings  figure  and  divide  it  by  the 
price  of  the  stock.  Is  your  P/E  still 
low?  Or  doesn't  it  look  quite  so  at- 
tractive now? 

Let's  take  a  fictional  example.  A 
company  earned  $3.50  last  year  and 
sells  at  21— a  mere  six  times  earnings. 
The  worst  year  it  has  had  in  the  past 
five  was,  say,  $2  a  share.  Average 
the  $2  and  the  $3.50  and  you  get  a 
"normal"  figure  of  $2.75— not  quite 
as  low  a  P/E  as  before,  but  still 
pretty  cheap.  Your  stock  is  selling  at 
about  7.5  times  normal  earnings. 

This  rough  kind  of  arithmetic  is 
useful,  but  I  don't  recommend  making 
investment  decisions  based  upon  it 
alone.  You  really  need  to  know  more 
about  how  a  prospective  downturn 
will  hit  an  individual  company.  My 
best  guess  is  that  we  won't  have  a 
clear  picture  on  this  until  late  October 
or   early   November,   when  the   third 
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quarters  are  in  and  we  have  a  better 
idea  of  what  controls  and  decontrols 
and  tight  money  are  doing  to  individ- 
ual earnings. 

Good  Prospecfs 

Under  these  circumstances,  the 
safest  buys  seem  to  be  those  stocks 
whose  earning  prospects  look  reason- 
ably firm  for  the  next  few  years.  The 
aluminum  industry,  for  example.  For 
several  years  aluminum  has  been  in  a 
difficult  situation  with  overcapacity 
and  heavy  inventory  accumulations. 
But  since  most  companies  stopped 
building  new  plants,  demand  has 
more  than  matched  the  output  and 
even  in  a  business  slowdown  the 
aluminum  companies  should  fare  well. 
As  an  example,  Alcan  (32)  is  ex- 
pected to  earn  $2.20  a  share  this 
year,  up  from  $1.78  in  1972,  and 
1974  should  not  see  any  letdown  in 
earnings.  Alcoa  (67)  also  fits  the 
same  bill. 

A  new  crisis  in  the  world  is  the 
need  for  more  and  more  food.  I  have 
discussed  Deere  (53)  and  Interna- 
tional Minerals  <b  Chemicals  (33)  in 
these  columns.  The  future  of  some  of 
"the  seed  companies,  such  as  Northrup, 
King  (49)  and  DeKalb  AgResearch 
( 52 ) ,  seems  bright. 

In  the  topsy-t\irvy  world  of  Wall 
Street,  the  stimulus  for  a  sustained 
market  rise  is  likely  to  come  from  the 
first  sign  of  a  slowdown  in  the  econ- 
omy. When  retail  sales  have  slowed 
down  and  the  first  rush  of  price  hikes 
is  over,  the  Federal  Reserve  can  once 
again  begin  to  relax  its  hold  on  the 
credit  reins.  That  may  not  happen 
until  the  late  fall  or  even  the  winter, 
but  the  highly  professional  nature  of 
the  market  makes  anticipation  a  ne- 
cessity. It  may  be  only  a  month  or  so 
before  the  institutional  investors  be- 
gin to  anticipate  the  recovery,  which 
may  be  a  year  or  so  ofi^.  So  it's  not 
too  early  to  form  your  investment 
strategy  even  though  you  don't  yet 
know  how  bad  the  decline  will  be 
or  who  will  be  hurt.  So  it  might  well 
pay  to  use  some  of  the  rough  methods 
I  described  above  to  figure  out  which 
stocks  are  real  bargains  now  and 
which  only  apparent  bargains.  ■ 
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(Continued  from  page  10) 

led  by  Measurex,  Spectra-Physics  and 
Alza.  But  don't  call  your  broker,  for, 
as  the  newspaper  quickly  notes,  aiia- 
lysts  aren't  always  right.  Of  1972's 
top  ten,  only  one  has  risen  in  price. 
Eight  are  down.  And  one— third-place 
U.S.  Financial,  the  San  Diego-based 
homebuilder— was  suspended  from 
trading  by  the  New  York  Stock  Ex- 
change last  November  and  filed  for 
bankruptcy  in  July.  Altogether,  had 
you  bought  100  shares  of  each  "baby 
blue  chip"  last  year,  your  paper  loss 
would  be  $8,838,  including  $2,638 
for  USF  stock  now  assumed  to  be 
worthless,  on  a  total  cost  of  $18,713. 
That's  a  loss  of  47%.  You  just  never 
know  how  babies,  even  blue  chip  ba- 
bies, will  turn  out. 

School  Pays 

While  the  salary  of  a  U.S.  public 
school  teacher  has  nearly  doubled 
since  1960,  the  average  is  still  only 
$10,100,  according  to  the  Tax  Fotm- 
dation  study  group.  In  a  report  on 
government  finance,  the  Foundation 
noted  that  only  19  states  had  salary 
levels  above  the  national  average.  The 
best-paying  state  for  a  schoolteacher 
is  Alaska,  with  an  average  pay  level 
of  $14,584,  followed  by  California 
and  New  York  at  $12,159  apiece. 
Mississippi  trailed  the  49  other  states 
with  a  $6,716  average  annual  stipend. 

It  Takes  a  Heap  o'  House 

Roughly  85%  of  the  owner-occupied 
houses  counted  in  the  1970  census 
had  at  least  five  rooms  or  more,  the 
U.S.  Census  Bureau  reports.  Of  the 
31.7  million  homes  surveyed,  at  least 
30  million  were  relatively  uncrowd- 
ed— that  is,  less  than  one  person  per 
room.  The  median  price:  $17,100. 

Security  in  High  Places 

For  the  first  time  this  year,  the  In- 
ternational Conference  of  Building 
OflBcials  has  included  special  pro- 
posals in  its  uniform  building  code 
for  safe  areas  in  skyscrapers  in  case 
of  emergency.  Most  plans  have  not 
included  such  ideas  in  the  past,  and 
thus  have  risked  major  disaster  since 
a  large  building  is  difiBcult  to  evacu- 
ate. The  new  plan  calls  for  pres- 
surized elevator  and  stairway  shafts 
and  pressurized  "safety  floors"  at  in- 
tervals throughout  the  building  that 
would  resist  the  entrance  of  smoke 
and  provide  havens.  Other  require- 
ments would  include  taped  messages 
telling  persons  where  to  go,  plus  re- 
duced use  of  plastics  that  release 
hydrochloric  acid  fumes.  ■ 
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Value  Line 

INTRODUCTORY  TRIAL 

only  $29. 

(Next  3  months  full  page  reports,  weekly,  on  1550  stocks  plus 

past  3  months  reports  already  bound  and  indexed  in  two  strong 

binders  which  become  your  property.) 

Available  only  to  those  who  have  not  had  a  subscription 

at  any  time  in  the  past  two  years. 

Orders  must  be  sent  in  under  company  stationery  or 

accompanied  by  check  ($29  for  13  week  trial, 

$  224  for  annual  subscription.) 

Arnold  Bernhard  &  Co.,  Inc. 

Dept.lGKOl 
5  East  44th  St.,  New  York,  N.Y.  10017 


This  subscription  will  not 
be  assigned. 
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TEN  THOUSAND  or  a 


your  portfolio,  you  don't  have  to  give 
up  control  and  pay  a  percentage  fee 
to  get  competent  investment  counsel. 

Before  turning  over  your  cash  and  securities  —  lock,  stock  and  dividends  —  to  some- 
one to  manage  and  trade  at  his  discretion  on  a  percentage  fee  basis,  consider  the 
alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel  and  keep  complete 
control  over  your  portfolio.  You  will  issue  buy  and  sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio  value.  We  think 
the  modest  cost  will  surprise  you  and  actually  be  much  less  than  you  expect. 

The  Babson  organization's  68  years  experience,  independent  research  department, 
modern  in-house  computer  plus  individual  attention  to  your  portfolio,  assure  you  of 
unbiased,  professional  investment  counsel  precisely  suited  to  your  particular  investment 
aims  and  needs.  Mail  this  coupon  for  complete  details. 


M^  babson's  reports  inc. 

^^^^  Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
Please  send  information  on  Babson's  Investment  Appraisal  and  Review  Counseling  Service. 


Dept.  F-564 


Name. 


Street  &  No. 
City 


state . 


Zip. 


(Continued  from  page  13) 

producing  wells  over  the  life  of  the 
oil  and  gas  reserves.  Most  companies 
in  the  industry  follow  the  same  pol- 
icy. They  also  flow  through  into  their 
earnings  currently  the  reduction  in 
U.S.  income  taxes  that  results  from 
the  fact  that  drilling  expenditures  can 
be  taken  immediately  as  a  tax  deduc- 
tion. Texaco,  however,  is  one  of  only 
two  major  oil  companies  that  defer 
taking  such  tax  eflFects  immediately 
into  earnings.  Texaco  makes  a  charge 
to  its  earnings  each  year  to  defer  the 
reduction  in  income  taxes  so  that  it 
will  be  taken  into  earnings  over  the 
life  of  the  underground  reserves.  From 
the  inception  of  this  policy  in  1951, 
Texaco  has  charged  more  than  $544 
million  to  earnings  under  the  policy. 
Finally,  despite  the  article's  impli- 
cation, if  Texaco  did  not  follow 
full-cost  accounting,  the  effect  on  earn- 
ings would  not  be  material. 

-W.R.  Love 

Vice  President  and  Comptroller, 

Texaco  Inc. 

New  York,  N.Y. 

Dollar  a  Cheap  Commodity 

Sir:  Re  yovu-  article  on  commodities 
(Aug.  1).  If  an  "alarmed  Congress" 
is  concerned  about  speculation  in 
commodities,  the  cure  is  simple.  Make 
the  dollar  once  again  something  worth 
holding  on  to. 

—Philip  L.  Barker 
Costa  Mesa,  Calif. 

But  They  Did  Go  Up 

Sir:  Your  negative  conclusion  on 
the  performance  of  the  options  on  the 
Chicago  Board  Options  Exchange 
(July  15)  is  premised  on  the  option 
buyer  being  a  "buy  and  hold"  type. 
This  need  not  be  the  case.  A  specu- 
lative trader  will  generally  set  a  fixed 
goal;  for  example,  one-third,  one-half 
or  two-thirds  profit.  If  a  trader  bought 
"each  of  the  available  July  options  on 
April  26"  as  supposed  in  the  article, 
he  would  have  shown  an  overall  prof- 
it after  commission  at  any  of  the 
above  profit  goals  by  entering  limit 
orders  to  sell  each  option  when  it  had 
reached  its  profit  goal. 

—Edward  J.  Myerson 
Washington,  D.C. 

Naked  Crook 

Sir:  Harold  Goldstein  ("Harold 
Goldstein  Exposes  Himself,"  Aug.  15) 
is  an  example  of  the  spreading  ma- 
lignancy of  fraud  and  corruption  in 
this  nation,  perhaps  the  greatest  rea- 
son for  the  fear  of  the  small  investor  in 
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the  current  stock  market.  Provide 
Goldstein  with  an  audience  in  the  fu- 
ture as  you  suggest  via  a  second 
Forbes  in-depth  interview?  Let  the 
phone  ring  the  next  time  that  big 
crook  calls. 

—David  C.  Forbes 
Cleveland,  Ohio 

Sir:  Goldstein  may  be  a  con  man, 
but  he  doesn't  pretend  that  he  isn't. 
I  wish  the  same  could  be  said  of  the 
highest  officials  in  our  government. 

—Paul  Johnston 
New  York,  N.Y. 

One  Look  at  the  Market 

Sir:  Re  all  the  explanations  about 
the  small  investor  not  investing  in  the 
stock  market.  For  45  years,  I  have 
heard  people  say,  when  the  1929 
Crash  is  mentioned,  "Oh,  that's  when 
everybody  jumped  out  of  a  win- 
dow." The  average  man  out  here  in 
the  boondocks  pictures  it  this  way: 
The  ticker  flashes  "market  crashes," 
and  everybody  on  Wall  Street  quietly 
closes  his  desk,  walks  to  the  window 
and  jumps  out.  If  you  took  a  survey  of 
the  small  people  in  the  U.S.  as  to  why 
they  don't  buy  stocks,  90%  will  say,  "If 
you  buy  stocks,  you  will  wind  up 
jumping  out  of  a  window." 

—Don  Fuqua 
Palmetto,  Fla. 

Wrong  Category 

Sir:  I  question  your  listing  Indian 
Head  in  the  Apparel  &  Textile  group 
in  your  article  on  the  "Total  Yield 
Concept"  (July  15),  since  we  make 
no  apparel,  and  specialty  textiles  ac- 
count for  under  25%  of  our  earnings. 
With  significant  volume  in  the  glass, 
metals  and  plastic  industries,  we 
should  really  be  listed  as  a  diversi- 
fied company. 

—William  J.  Rust 

Vice  President,  Planning  &  Finance, 

Indian  Head 

New  York,  N.Y. 

One  Swallow  . . . 

Sir:  Th^- report  on  Doric  (Aug.  1) 
implies  that  one  quarter  makes  a 
year.  The  incorrectness  of  such  a  non- 
[  investigative  approach  is  made  ap- 
parent when  you  consider  our  six 
months'  earnings  for  the  period  ended 
June  30.  They  showed  a  second-quar- 
ter gain  of  19%  in  net  income  over 
1972  and  a.  net  gain  for  the  six 
months'  period.  This  is  in  direct  con- 
trast to  your  projection. 

—Ralph  Neely 

Chaiiman, 

Doric  Corp. 

Oklahoma  City,  Okla. 
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,  ,  on  the 

Thoughts  . . .  Business  of  Life 


Get  the  pattern  of  your  life 

from  God,  then  go  about  your  work 

and  be  yourself. 

Phillips  Brooks 


The  workers  are  the  saviors  of 
society,  the  redeemers  of  the  race. 
Eugene  V.  Debs 


There  is  rough  work  to  be  done, 
and  rough  men  must  do  it; 
there  is  gentle  work  to  be  done, 
'and  gentlemen  must  do  it. 
John  Ruskin 


Next  to  us  is  not  the  workman 
whom  we  have  hired, 
with  whom  we  love  so  well  to  talk, 
but  the  workman  whose  work  we  are. 
Henry  David  Thoreau 


Give  what  you  have. 

To  someone,  it  may  be  better 

than  you  dare  think. 

Henry  Wadsworth  Longfellow 


Make  no  expense  but  to  do  good 
to  others  or  yourself. 
Benjamin  Franklin 


No  man  is  really  honest; 
none  of  us  is  above 
the  influence  of  gain. 
Aristophanes 


The  deepest  principle  in  human 
nature  is  the  craving 
to  be  appreciated. 
William  James 


All  work,  even  colloii-spiimiiig, 
is  noble;  work  is  alone  noble. 
Thomas  Carlyle 


You  work  that  you  may  keep  pace 
with  the  earth  and  the  soul  of  the 
earth.  For  to  be  idle  is  to  become 
a  stranger  unto  the  seasons,  and  to 
step  out  of  life's  procession, 
that  marches  in  majesty  and  proud 
submission  towards  the  infinite. 
Kahlil  Gibran 


We  arc  about  as  happy  as 
we  make  up  our  minds  to  be. 
Abraham Ijncoln 
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Happiness  is  a  by-product  of  an 
effort  to   make  someone  else  happy. 
Gretta  Palmer 


Whether  our  work  be  pleaaant 
or  unpleasant  depends  less  upon  the 
work  itself— provided  it  be  honest- 
than  upon  our  attitude  toward  it. 
Let  us  strive  to  regard  our  work  as 
our  best  friend  in  the  whole 
ivide  world,  and  the  chances  are 
that  our  work  will  become  friendly 
to  us.  The  worker  whose  heart 
is  in  his  pay  envelope 
is  little  likely  ever  to  become 
a  filler  of  pay  envelopes  for  others. 
It  isn't  our  position,  but  our 
disposition  toward  our  position 
that  counts. 
B.C.  Forbes 


Such  hath  it  been-shall  be- 
beneath  the  sun:  The  many 
still  must  labor  for  the  one. 
Byron 


Ci\  ili/.ation  and  profits 
go  hand  in  hand. 
Calvin  Coolidge 


lie  is  always  a  slave 
who  cannot  live  on  little. 
Horace 


A  Text . . . 


Sent  in  by  G.W.  Weseman,  TitUHViiIle. 
Fla.  What's  your  favorite  text?  The 
KorljcH  .Scrapbook  of  Thoughts  on  the 
BusinesH  of  Life  in  presented  to  .senflers 
of  texts  usefi. 


Lay  hold  of  today's  task 

and  you  will  not  depend  so  much 

upon  tomorrow's. 

Seneca 


He  who  keeps  the  hills, 
burns  the  wood; 
he  who  keeps  the  streams 
drinks  the  water. 
Chinese  Proverb 


I  am  suggesting  to  you 
the  simple  idea  that  people 
work  harder  and  smarter  if  they 
find  their  work  satisfying 
and  know  that  it  is  appreciated. 
Robert  F.  Six 


Let  us  be  happy 

and  live  within  our  means, 

even  if  we  ha\e  to  borrow  money 

to  do  it  with. 

Artemus  Ward 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  100 II.  (Sales 
tax:  New  York  Stale,  from  4%  to 
7%;  New  York  City,  7%.) 


Hut   if  any   provide   not   for  hi.s  own. 
and   specially   for   those   of    his   own 
house,  he  hath  denied  the  faith,  and 
is  worse  titan  an  itifxdel. 
I  Timothy  5:8 
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A  shift  to  an  electric  economy 
must  be  the  heart  of  America's 
energy  policy.' 


D.  C.  Burnham,  Chairman 
Westinghouse  Electric  Corporation 


Energy  is  the  lifeblood  of 
America.  Our  economic  well- 
being  depends  on  it. 
But  unless  we  take  immediate 
action,  a  disastrous  fuel  shortage 
will  stunt  our  growth.  Keep  us 
from  competing  effectively  in  the 
world  marketplace. 
To  keep  America  growing,  we 
must  commit  ourselves  to  a  new 
and  challenging  national  energy 
policy. 

Simply  stated,  it  should  assure 
that  America  has  a  self-sufficient 
supply  of  inexpensive  energy 
sources  which  can  be  used  in  an 
environmentally  acceptable 
manner  today  and  into  the  future. 

The  problem:  A  finite  natural 
fuel  supply. 

We  live  on  a  finite  planet  with  a 
finite  supply  of  natural  fuels.  Yet 
our  demand  for  the  energy  these 
fuels  produce  is  seemingly 
infinite. 

The  American  standard  of  living 
requires  35  percent  of  the  world's 
energy  even  though  we  represent 
only  six  percent  of  the  world's 
population.  The  result  is  that  we 
are  using  our  supply  of  natural 
fuels  faster  than  anyone  else  in 
the  world. 

An  expedient,  but  short-term 
solution  is  to  import  massive 
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JC/80 

ilciing 
automation 

computerized  answer  to  ordinary 

digitai  systems. 


buil 


From  Johnson:  the  automation  specialists. 
Our  IC/80  breakthrough  offers  computer- 
controlled  building  automation  right  now... 
at  a  practical  price.  No  need  to  weigh  "alter- 
natives" and  perhaps  compromise  with 
something  less. 

IC/80  computerization  brings  unprecedented 
efficiency  and  economy  to  the  control  of 
heating,  cooling,  ventilating  and  air  condi- 
tioning systems,  fire  and  smoke  detection, 
intruder  alarms,  programming  and  related 
systems.  In  one  building  or  several.  New  or 
existing. 

The  IC/80  mini-computer  processes  500,000 
bits  of  information  per  second.  Compares 
actual  conditions  against  stored  ideals. 
Simultaneously  directs  operations  to  con- 
form. Saves  enough  on  energy  costs,  man- 
power and  equipment  life  to  give  you  today's 
fastest  return  on  your  building  automation 
investment.  And  it  can  be  expanded  or  re- 
programmed  at  any  time,  at  low  cost,  with 
locally  available  hardware  and  software. 
Don't  settle  for  anything  less  than  com- 
puterized control.  IC/80  building  automation 
is  ready  right  now.  Write  today  for  Publi- 
cation 2036-R. 


How  many  stocks  at  The  American  have 
paid  dividends  since  before  you  were  born? 


50\fearsPlus 

Consecutive  dividend  payers 
for  50  years  or  more. 


STOCK  AND  SYMBOL 

Avondale  Mills  (AVO) 
British-Amer.  Tob.  Reg.  (BQ) 
California  Portland  Cmt  (CPO) 
Courtaulds,  Ltd.  (COU) 
Guardsman  Chem.  Coatings  (GRV)   55 
Gulf  Oil  Canada  Ltd.  (GOO 
Harland(JohnH.)Co.(JH) 
Hollinger  Mines  Ltd.  (HOL) 
Imperial  Group  Ltd.  (IMT) 
Imperial  Oil  Ltd.  (I  MO) 
Kings  Lafayette  Corp.  (KLF) 
Mangood  Corporation  (MAS) 
Media  General  Inc.  CI  A  (MEGA) 
Peterson  Parchment  Co.  (PPP) 
Pratt  &  Lambert,  Inc.  (PM) 
Providence  Gas  Co.  (PVY) 
Real  Estate  Inv.  Trust  (RED 
Tasty  Baking  Co.  A  (TBCA) 
Tokheim  Corp.  (TOK) 
Waico  National  Corp.  (WNC) 

35-49  Years 

Consecutive  dividend  payers 
for  from  35  to  49  years. 


STOCK  AND  SYMBOL 

American  Maize-Prod.  CI  A  (AZEA) 
Badger  Meter  (BMI) 
Baldwin.O.  H.  (BOW) 
Britisti-Amer.  Tob.  (BQ) 
Carnation  Co.  (CMK) 
Castle,  A.M.  &  Co.  (CAS) 
Cominco  Ltd.  (CLT) 
Community  Public  Serv.  (CMM) 
Cook  Paint  &  Varnisti  (COK) 
Creole  Petroleum  Corp.  (CRP) 
Crompton  Co.  Inc.  (CRC) 
Cutter  Labs,  A  (CLIA) 
Depositors  Corp.  (DEP) 
Diversey  Corporation  (DIV) 
Dunlop  Holdings  Co.  Ltd.  (DLP) 
Electrograptiic  Corp.  (EEG) 
Fistiman,  M.H.  Co.  (FSH) 
Ford  Motor  of  Canada  (FC) 
Fresnillo  Company  (FRE) 
Gorman-Rupp  Company  (GRC) 
Griesedieck  Co.  (GWB) 
Hormel  (Geo.  A.)  &  Co.  (HRL) 
Hoskins  Mfg.  Co.  (HSK) 
Hubbell,  Harvey  A  (HUBA) 
Hubbell,  Harvey  B  (HUBS) 
Imperial  Cfiemical  (IMP) 
Investors  Royalty  Co.  (IRL) 
Kewanee  Oil  (>}.  (KOC) 
Knott  Hotels  Corp.  (K  NT) 
Louisville  Cement  Co.  (LCO) 
Mansfield  Tire  &  Rub.  (MSF) 
Means  F.W.&  Co.  (MNS) 
Midwest  Rubber  Reclaim.  (MW) 
Neonex  International  Ltd.  (NEO) 
New  Process  Co.  (NOZ) 
Newcorlnc.  (NEW) 
Ohio  Brass  Co.  (OHS) 


for  from  25  to  34  years. 


Overhead  Door  (OH  D) 

Park  Chemical  Co.  (PAf) 

Penn  Traffic  Co.  (PNF) 

Pitts.-Des  Moines  StI.  (PDM)  38  4.9 

Placer  Development  (PLC)  40  2.8 

Pneumatic  Scale  Corp.  (PNU)  35  8.6 

Prentice-Hall,  Inc.  (PTN)  40  4.4 

Remington  Arms  Co.  (REM)  37  7.9 

Rockaway  Corp.  (RKY)  44  7.6 

Rust  Craft  Greeting  Card  (RUS)  35  2.7 

San  Jose  Water  Works  (SJW)  41  5.4 

SetonCo.  (SEL)  37  5.1 

Southland  Royalty  Co.  (SRO)  47  2.1 

Southwestern  Invest  Co.  (SWC)  37  2.1 

Standard  Alliance  (STD)    *  37  6.2 

Standard-Coosa-Thatcher(SNC)  43  6.2 

Stange  Company  (STS)  41  1.3 

Stop  i  Shop  Cos.,  Inc.  (SHP)  37  6.0 

Thriftimartlnc.A(TFTA)  42  .7 

Union  Investment  Company  (UIV)  38  4.4 

United  St.  Ceramic  Tile  (UCT)  37  1.8 

VoplexCorp.(VOT)  39  6.0 

Whitaker  Cable  Corp.  (WCB)  36  5.1 

Woolworth,  F.W.  Ltd.  (WT)  42  4.4 

Statistical  Source:  Media  General.  Inc. 

Dividend  yield  figurM  based  on  6/30/73  closing  prices  and  indicated  1973  dividend  rates 

(-)  indicates  1973  dividend  estimates  not  available  or  dividends  paid  in  stock 


Look  over  the  list  on  this  page.     25-34  Years 

You'll  find  some  of  the  266  companies  consecutive  dividend  payers 

on  1  he  Amex  that  have  paid  consec- 
utive dividends  on  their  common 
stock  fi-om  10  to  124  years. 

The  Amex  list  as  a  source 
of  years  and  years  of  dividends 
may  be  a  novel  idea  to  some,  but 
it's  a  fact  that  others  have  quietly 
appreciated. 
Today,  many  Amex  common  stocks 
yield  6%  and  higher,  at  p/e  ratios 
lower  than  in  many  years. 

For  instance,  as  of  June  30, 
yields  on  these  266  continuous 
dividend  payers  ranged  as  high 
^^  as  15.2% .  Their  median  p/e  ratio 
'£  was  8.3  and  they  represent 
virtually  every  major  industry. 
The  American  Stock  Ex- 
change is  known  as  a  distinctive 
market  where  individuals  account  for  most  of  the 
trading,  where  emerging  industries  and  growing 
companies  continue  to  appear,  and  where  issues 
mature  as  they  become 
more  widely  known. 
And  if  dividend 
income  is  one  of 
your  investment 
goals,  save  this 
page  and  discuss  it 
with  your  American  Stock  Exchange 
member  firm  broker. 
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STOCK  AND  SYMBOL 

Alan  Wood  Steel  Co.  (AW) 
American  Business  Prod.  (ABP) 
American  Petrofina  A  (APIA) 
Automatic  Switch  Co.  (ASV) 
Big  Bear  Stores  CI.  A  (BB,  A) 
Binks  Manufacturing  Co.  (BIN) 
Binney&  Smith  (BYS) 
Bowne&Co.  Inc.  (BNE) 
Brown-Forman  Dist.  A  (BFDA) 
Brown-Forman  Dist.  B  (BFDB) 
BundyCorp.(BNY) 
Corroon  &  Black  Corp.  (CBL) 
Daniel  Industries  (DAN) 
Domtar  Ltd.  (DTC) 
Duro-Test  Corporation  (DUR) 
EasonOilCo.  (EAS) 
Eastern  Co.  (EML) 
Elec.  Hose  &  Rubber  Co.  (EH) 
EpkoShoes,  Inc.  (EKO) 
Financial  Gen.  Bankshrs.  (FGL) 
Glen-GeryCorp.  (GGB) 
Glenmore  Distilleries  (GDSB) 
Glosser  Brothers  Inc.  (GEE) 
Goldblatt  Brothers  Inc.  (GOB) 
Gorin  Stores  Inc.  (GRN) 
Hanover  Shoe  Inc.  (The)  (HAN) 
Hastings  Mfg.  (HMF) 
Kollmorgen  Corp.  (KOL) 
Kuhn's-Big  K  Stores  Inc.  (KBK) 
Leath  and  Company  (LH) 
Maine  Public  Service  (MAP) 
Mount  Vernon  Mills  (MVW) 
MWA  Company  (MBR) 
O'Okiep  Copper  Co.  (OKP) 
Pacific  Holding  Corp.  (PHC) 
Pato  Cons.  Gold  Dredg.  (PO) 
Risdon  Manufacturing  Co.  (ROS) 
Sabine  Royalty  Corp.  (SAB) 
San  Carlos  Milling  (SAN) 
Sears  Industries  Inc.  (SIU) 
Simplex  Industries  Inc.  (SPX) 
Thorofare  Markets  (TMI) 
Torin  Corp.  (TOR) 
Turner  Construction  (TUR) 
Union  Gas  Ltd.  (UNG) 
Utah-Idaho  Sugar  Co.  (UIS) 
Vulcan  Inc.  (VX) 
West  Chemical  Products  (WCP) 
Whiting  Corp.  (WTG) 
Vlfood  Industries  Inc.  (WNW) 
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I  More  Dividends.  Preferred  and  con 
vertible  preferred  stocks  at  The  Amex 
offer  dividend  preference  over  the 
corporation's  common  shares,  and  are 
now  selling  at  prices  vv^hich  create 
generous  yields.  A  recent  issue  of  our 
magazine,  American  Investor,  contains 
information  and  dat?  about  Amex 
preferreds.  You  may  find  it  interesting. 
To  receive  a  copy,  send  25(t  to  cover  post 
age  and  handling  to: 

The  Amex,  Box  11324 , 
Church  St.  Station, 
New  York  10249. 
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The  American  Stock  Exchange 
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State 


©  1973,  American  Stock  Exchange,  Inc^  86  TVinity  Place,  New  York  10006. 


MISCONCEPTIONS 

It  doesn't  make  sense  for  utilities  to  promote  the 
use  of  electricity  in  the  face  of  an  "energy  crisis/' 


mCT: 


Electricity  must  be  available  whenever  — 
and  in  whatever  quantity  — customers 
require  it.  Since  it  can't  be  stored  in  large 
amounts,  generating  facilities  must  be 
available  to  meet  the  period  of  highest 
use.  Since  the  use  fluctuates  greatly, 
part  of  an  electric  utility's  marketing  job 
is  to  try  and  level  the  highs  and  lows 
as  much  as  possible  in  order  to  achieve 
the  most  economical  use  of  costly 
electric  power  facilities.  For  customers 
of  The  Southern  Company  system, 
the  peak  period  of  use  is  the  summer- 
primarily  because  of  air  conditioning. 
Therefore,  the  system  promotes  the  use 
of  electric  heating  in  the  winter— the  major 
off-peak  period.  The  system  also  promotes 
the  off-peak  use  of  security  lighting  at  night.  This  balancing  of 
electric  energy  requirements  helps,  the  operating  companies  achieve 
better  plant  utilization.  This,  in  turn,  helps  keep  electric  rates 
lower  than  they  would  be  otherwise.  Thus,  customers  as  well  as 
stockholders  benefit.  If  you'd  like  to  know  more,  write  for  our 
pamphlet  on  electric  utility  marketing.  The  Southern  Company, 
Dept.  342DF,  P.O.  Box  720071,  Atlanta,  Georgia  30346. 
The  Southern  Company  system:  working  toward  tomorrow,  today. 


Part  of  1 , 1 
Completed 


83-ton  turbine 
plant  will  cost 


generator  being  installed 
over  S440  million 


Alabama  Power  Company     Georgia  Power  Comoany     Gull  Power  Company     Mississippi  Power  Company     Southern  Services  inc      Southern  Electric  Gcncraimy  i 


J 


When  it  comes  to  buying  air 
transportation,  the  U.S.  Navy  is  a 
tough  customer.  They  have  definite 
missions  to  accompUsh.  They're 
critical  in  every  evaluation,  demand- 
ing in  every  detail. 

The  Navy  recently  ordered  five 
additional  Rockwell  Sabre®  60's  for 
fleet  tactical  support  squadron  use. 

Mind  you,  these  aren't  special 
military  versions,  but  the  same 
standard  models  we  sell  as  commercial 
business  tools.  They'll  be  used  for 
the  high  frequency,  responsive 
airlift  of  high  priority  cargo  and 
critical  personnel  to  fleet  units  in 
their  assigned  areas. 

The  Navy  is  not  alone  in  their 
high  regard  for  the  Sabre  60. 

The  list  of  companies  flying 
Sabres  contains  the  leaders  in  nearly 
every  industry  you  can  name.  And 
the  comment  we  hear  from  all  of 
them  is  that  Sabres  help  more  people 
get  more  things  done. 


It's  easy  to  see  why.  Sabre  60 
has  been  designed  and  built  for 
unmatched,  uncompromising,  across- 
the-board  performance.  With  up  to 
8  passengers  plus  a  two-man  crew, 
range  is  over  1,800  miles.  Altitude, 
up  to  45,000  feet.  Maximum  speed 
over  560  mph.  And  with  all  that 
performance,  the  60  still  has  short 
landing  and  takeoff  capabilities. 
With  its  standard  thrust  reversers,  it 
can  stop  40%  faster  on  slick  runways. 

No  surprise  when  you  consider 
the  Sabre  60,  coming  from  Rockwell 
International,  has  a  family  tree 
that  reads  like  the  history  of 
American  aviation  .  .  .  B-25,  P-51, 
F-86,  X-15,  the  Apollo  spacecraft 
all  included. 

Can  the  Rockwell  Sabre  60 
handle  your  business  travel  require- 
ments? For  complete  information 
about  a  demonstration  trip,  full 
service  finance  and  lease  plans 
available  and  our  network  of 


fully  equipped  service  bases  across  the 
country,  mail  in  the  coupon  below. 
Or  call  Ed  Mahood,  V.P.  Sales. 
(213)  670-9151. 

Rockwell  International 

Dept.  FOR-41 

Bethany,  Oklahoma  73008 

Please  send  me  complete  information  on  the 
Rockwell  Sabre  60. 

Name 

Title 

Company 

Address 

City 


State 


-Zip. 


Phone 
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Rockwell  International 


Where  science  gets  down  to  business. 


The  Navy  just  bought  another  five, 

right  off  the  shelf. 


OMemberorGAMA 


Thepiindples  of  bu^ess 
life  insurance  amplified. 


Facts  from  New  York  Life 

The  chances  are  you  already  have  Ufe 
insurance— personal  life  insurance— to  protect 
your  family  in  the  event  of  your  death.  This  is 
the  traditional  role  of  life  insurance— to  create 
an  estate  for  your  family. 

But,  increasingly,  businessmen  are  looking 
at  another  use  for  life  insurance.  Business  life 
insurance.  Its  role  is  quite  different— to  con- 
serve the  business  estate  you've  already  created. 

Although  individual  situations  may  differ, 
business  life  insurance  can  protect  your  inter- 
ests in  four  basic  ways. 


1.  Keep  the  business  going 

If  you're  a  part  owner  of  a  business  —either 
a  partnership  or  closely  held  corporation  —the 
death  of  a  partner  or  associate  could  mean 
rough  times  for  you.  You  could  be  forced  to 
liquidate  the  business  at  a  distress  price  to 
compensate  the  deceased's  family  for  their 
inherited  share.  Or  even  be  forced  to  accept 
unwanted  partners. 

The  solution :  a  buy-sell  agreement  funded 
by  business  life  insurance  in  amounts  equal 
to  the  interest  of  each  owner.  As  survivor,  you 
get  full  title  to  the  business,  and  the  deceased's 
estate  gets  a  previously  agreed-on  purchase 
price  in  cash. 

2.  Set  a  fair  value 

If  you  should  die  first,  a  buy-sell  agree- 
ment funded  by  business  life  insurance  would 
create  a  guaranteed  market  for  your  interest  at 


a  price  you  established.  Your  family  would  be 
assured  of  receiving  the  full  value  you  placed 
on  your  share  of  the  business. 

3.  Protect  stability 

Almost  every  successful  company  has  at 
least  one  man  or  woman  whose  loss  would  be 
reflected  in  the  company's  earnings  statement. 
A  genius  in  research.  A  super  sales  manager.  A 
hard-to-replace  executive. 

A  business  life  insurance  plan  called 
Key-man  can  indemnify  your  company  against 
the  financial  reverses  that  frequently  follow 

the  death  of  such  an  employee. 

It  can  provide  cash  to  use  where  it's 

needed  most— even  to  find  and  train  a 

new  key  man. 

4.  Help  hold  key  employees 
A  common  problem  for  the  smaller 

company  is  how  to  provide  fringe 
benefits  to  attract  and  hold  an  em- 
ployee without  unduly  burdening  the 
company. 

One  answer  is  to  offer  valuable 
life  insurance  protection  through  a 
creative  plan  called  Split  Dollar. 

This  plan  calls  for  the  company 
and  the  employee's  beneficiaries  to 
split  the  policy  proceeds  in  a  way  that 
provides  an  attractive  fringe  benefit 

to  the  employee  at  very  little  real  cost  to 

the  company. 

See  your  New  York  Life  Agent. 
If  you'd  like  detailed  information  on  how 

business  life  insurance  can  be  made  to  work 

for  you,  call  your  New  York  Life  Agent.  He'll  be 

glad  to  give  you  the  facts. 


We  guarantee 
tomorrow  today. 

New  York  Life  Insurance  Company.  51  Madison  Avenue, 
New  York.  NY  10010  Life.  Health  and  Group  Insurance, 
Annuities.  Pension  Plans. 
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That  Forbes  Place  in  Colorado 

The  following  observations  about  an  important  Forbes 

subsidiary  came  to  us  spontaneously,  inspired 

by  the  enthusiasm  of  that  lucid  dean  of  stock  market  analysts 

and  longtime  Forbes  columnist,  Lucien  O.  Hooper, 

who  only  recently  toured  the  property  during  a 

vacation  in  the  West.— M.S. F. 

by  L.O.  Hooper 

Too  FEW  Forbes  magazine  readers,  I  suspect,  are  aware  that  Forbes  Inc., 
which  owns  the  magazine,  also  owns  and  operates  one  of  the  largest  and 
most  beautiful  pieces  of  real  estate  in  the  U.S.  Situated  in  the  Sangre  de 
Cristo  Mountains,  near  Fort  Garland  in  south  central  Colorado,  Forbes' 
Trinchera  Ranch  covers  260  square  miles,  or  a  territory  almost  as  large  as 
all  of  New  York  City.  It  is  11  times  as  large  as  Manhattan  Island  and  four 
times  as  large  as  Washington,  D.C. 

The  ranch  has  about  everything  in  altitudes  varying  from  13,400  feet 
(Trinchera  Peak)  to  7,800  feet,  and  has  views  of  several  nearby  mountains 
and     more     distant 
mountain         ranges. 
There   are   five   fast 
running   creeks    and 
an    estimated   2,500 
elk,  4,000  deer,  bear, 
wild  turkeys,  moun- 
tain lions  and  bob- 
cats—not to  mention 
hundreds  of  head  of 
fat       cattle.       The 
streams  contain  Rio 
Grande   native   cut- 
throat trout  as  well  as  rainbow  and  brook  trout.  Some  360  miles  of  road 
runs  through  the  ranch.  It  is  difficult  to  realize  the  size  of  the  property  unless 
you  travel  through  it.  The  east  boundary,  for  instance,  is  about  36  miles 
long.  There  must  be  millions  of  board  feet  of  Ponderosa  pine  and  Douglas 
fir,   not  to  mention   Colorado  blue   spruce,   aspen  and   cottonwood,   and 
thousands  of  acres  of  grazing  land,  part  of  which  is  leased  and  part  of 
which  is  operated  by  the  ranch  itself. 

The  way  in  which  the  land  is  being  sold  is  unique.  All  salesmen  are 
salaried,  and  none  is  operating  on  a  commission  basis.  Most  of  them  are 
local  people.  There  is  no  selling  pressure,  and  the  advertising  is  con- 
servative. About  20  to  30  visitors  are  "shown  around"  every  day.  The  ranches, 
of  course,  are  much  larger  than  most  of  those  offered  by  other  land  retailing 
ventures;  and  there  is  no  agreement  to  install  sewers  and  utilities  by  a  cer- 
tain date.  After  an  initial  payment  is  made  on  a  ranch,  the  purchaser 
may  build  immediately,  but  he  is  required  to  abide  by  quality  standards. 
About  15  houses  have  been  erected  and  others  are  being  built  by  local 
contractors  at  various  prices,  ranging  from  $20,000  and  up. 

Forbes  is  not  trying  to  build  a  "new  city,"  and  buyers  are  encouraged  to 
think  of  their  prospective  homes  as  second  homes  for  the  warmer  months 
rather  than  all-year-round  residences.  Water  is  provided  by  wells  or  by 
cisterns  serviced  by  ranch  trucks,  and  electricity  usually  comes  from  home 
generators  powered  by  bottled  gas.  The  nature  of  the  soil  is  such  that  there 
is  no  sewage  problem  with  septic  tanks. 

The  appeal  is  to  people  who  want  uncrowded  quiet  in  a  beautiful  area 
that  has  everything  nature  can  offer.  Nothing  is  being  promised  that  can't 
be  delivered,  and  the  buyer  is  getting  his  money's  worth.  He  has  his  choice 
of  sagebrush  or  verdant  forest. 

The  lot  we  bought  has  a  good  fishing  creek  running  through  it.  Part  of 
it  is  sagebrush  and  part  of  it  is  lush  with  watered  vegetation.  We  are 
planning  a  nice,  simple  summer  home  only  about  30  minutes  by  good  road 
to  Alamosa,  Colo.  ■ 
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Whotbeots 
hmdsiglit  10  times 
outoflO? 

Foresight,  naturally. 

Particularly  in  the  business 
of  building  commercial  structures. 
Because  what  is  built  today  will 
have  to  accommodate  tomorrow  s 
communications  and  office  systems. 

Our  Walker/Parkersburg  Division  had 
the  foresight  to  get  ready  for  today  s  and  tomorrow  s  communications 
requirements,  with  the  result  that  it  s  the  leading  supplier  of  integrated 
under-floor  distribution  systems  for  wire  and  cable. 

Builders  all  over  the  nation  are  busy  installing  Walkerduct 
systems  that  will  accommodate  such  advancements  as  picture  phones, 
new  ways  to  transmit  data,  greater  conference-call  capabilities  and 
the  vastly  increased  communications  capacities  offered  by 
CATV-type  cable. 

At  Textron,  we  provide  each  of  our  35  Divisions  with  assistance 
in  finding  new  ways  to  grow  in  a  variety  of  markets — consumer, 
aerospace,  industrial,  metal  product  and  creative  capital. 

fextron. 

fhe  foresighted  company. 


textron  Providence.  Rhode  Island  02903 


FROM  THIS  POINT  ON 
WE  KNOW  MORE  ABOUT  YOUR  PRODUC 

THAN  YOU  DO. 


!g<jMv;''»!WWilMiiCiijg 


'der's  business  is  distribution, 
•urs  isn't.  So  if  you  think  that  having 
oading  docfcqualifies  you  as  a  distri- 
tion  expert/ask  yourself  a  couple  of 
ick  questions. 

Do  you  own  trucks?  Then  how  do 
u  maintain  them?  If  you  hire 
^chanics,  how  much  do  you  pay  them? 
hat  about  fuel?  Do  you  have  your  own 
pply,  or  do  you  buy  it  from  a  service 
ition?  Or  can  ^ou  get  fuel  at  all  in 
lay's  shortage*?  What  about  buying 
w  trucks,  who  bargains  for  the  best 
ce?  Are  you  getting  full  utilization 
m  your  trucks,  or  could  better 
iting  save  you  money  on  backhauls? 
^ou  knew  more  about  packaging, 
lid  you  save  money  there? 

Suppose  you  use  for-hire  carriage. 


what  about  late  or  lost  shipments? 
And  insurance  hassles?  And  rates  that 
are  going  out  of  sight? 

When  you  lease  trucks  from  Ryder, 
all  those  headaches  disappear. 
Because  Ryder  handles  everything 
for  you— from  painting  your  name  on 
the  trucks  to  full  maintenance,  fuel, 
and  immediate  road  service  anywhere 
in  the  country.  At  Ryder-owned  service 
centers,  not  at  some  franchisee  who 
couldn't  care  less  about  you. 

We  keep  42,000  vehicles  running. 
Like  clocks.  Everything  from  small 
Chevy  Vans  up  to  giant  GMC  tractors. 
We  have  the  ability  to  study  your  distribu- 
tion needs  from  beginning  to  end,  to  pin- 
point your  problems  and  recommend 
the  most  efficient  solutions. 


Call  us  toll  free:  800-3271575,  or 
mail  this  coupon  now.  Let's  talk  about 
your  distribution  problems. 
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I    Dear  Ryder:  I  want  to  know  more  about  how 
I  can  cut  and  control  my  distribution  costs. 

N  A  M  E 

TITLE__ 

COMPANY  NAME 

ADDRESS 

CITY. 

STATE  /'If  


RVDER 


Mail  to:  Joe  Claster, 
Ryder  Truck  Rental 
3600  N.W.  82nd  Avenue. 
RO.  Box  816 
Miami,  Florida  33152 

^U 


I 

Ryder  leases  GMC,  Chevy  and  other  fine  trucks. 


The 

image 

makers. 


Every  day,  millions 
of  American  women 
create  their  own  special 
image  through  the  use  of 
cosmetics. The  Bentone® 
gellantsfrom  our  Pigments 
&  Chemicals  Division  help 
give  the  ladies  the  look 
they  want  by  improving 
cosmetic  products  so  that 
they  goon  easier  and 
last  longer.  And  similar 
Bentone  gellants  are  also 
finding  many  applications 
in  other  industries. 

These  are  just  a  few 
of  the  ways  that  N  L's 
worldwide  operations 
meet  the  needs  of  modern 
industry,  supplying  a 
wide  variety  of  chemicals, 
metals,  fabricated 
materials  and  services. 
Want  to  know  more  about 
us?  Send  for  a  copy  of 
our  1 972  Annual  Report. 
Write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 


INDUSTRIES 


Trends  &Tangents 


Washington 


A  Lot  of  Green 

Much  of  the  pubHc  debate  over  the 
agriculture  bill  recently  enacted  by 
Congress  centered  on  the  12,000  farm 
owners  who  received  federal  subsidy 
payments  of  820,000  or  more  last 
year-for  a  total  in  1972  of.$41lT8 
million.  For  the  record,  Representa- 
tive Silvio  Conte  (Dem.,  Mass.)  re- 
ported recently  that  total  farm  sub- 
sidies for  1972  were  84  billion  spread 
among  2.4  million  farmers. 


Business 


The  Winner 

What's  the  biggest  selling  model 
of  the  world's  largest  auto  company? 
Yes,  it's  a  product  of  General  Motors' 
Chevrolet  division,  but  it's  not  a  sedan. 
It's  the  Fleetside  half-ton  pickup 
truck.  Demand  by  recreational  buy- 
ers has  kept  truck  sales  at  record 
le\els.  In  some  markets— Salt  Lake 
City,  for  example— Chexrolet  sells 
more  trucks  than  cars. 

Blue  Sky  Biz 

Aerial  photogrammetry- the  use  of 
conventional  and  infrared  photogra- 
phy to  survey  pipelines,  power  lines 
and  such— has  become  big  business. 
No  one  knows  just  how  man\'  compa- 
nies are  involved,  but  one  estimate  is 
200,  ranging  from  the  largest,  Litton 
Industries'  Aero  Service,  down  to  one- 
man,  one-plane  operations.  An  aerial 
survey,  say  its  boosters,  can  take  in- 
xentory  along  a  power  line  more  ac- 
curately than  a  groiuid  crew  and  at 
less  than  one-third  the  cost  and  one- 
tejitli  the  time.  Although  the  tech- 
nique is  similar  to  Air  Force  recon- 
naissance, it  was  first  developed  by 
a  French  artillery  officer  at  the  turn 
of  the  cejitury. 

Q.E.D.-Yurfjred 

There  has  been  a  noticeable,  if 
slight,  increase  in  the  unemployment 
rate  in  nearly  all  engineering,  scien- 
tific and  technical  jobs,  a  government 
labor  survey  reports.  The  odd  thing 
is  that  the  higher  the  level  of  tech- 
nical skill,  the  higher  the  jobless  rate 
appears  to  be.  In  1970  computer  spe- 
cialists had  a  1.3%  jobless  rate;  last 
year  it  was  2.3%.  During  the  same 
time,  technicians  in  engineering  and 
other  sciences  had  an  unemployment 
increase  from  2.4%  to  3.3%.  But  aero- 
space and  aeronautical  engineers  at 
the  same  time  had  their  jobless  rate 
increased  from  3.8%  to  6.1%. 


Los  Angeles  North 

Remember  Burt  Bacharach's  musi- 
cal vision  of  San  Jose  as  a  refuge 
from  the  teeming  hordes  of  Los  An- 
geles? Well,  forget  it.  The  populatior 
of  San  Jose  itself  now  exceeds  500,000; 
that  of  Santa  Clara  County  is  more 
than  1.1  million,  greater  than  that  oj 
San  Francisco,  25  miles  away.  Fur- 
thermore, San  Jose  now  has  anothei 
feature  that  small  towns  lack— daily 
nonstop  air  service  to  Honolulu. 

Lifesaving  for  Lakes 

Over  half  of  all  U.S.  lakes  are 
threatened  with  "eutrophication,"  oi 
oversupply  of  organic  nutrients  causec 
mainly  by  septic  tank  leakage  or  ex 
cessive  fertilizer  runoff.  This  deplete? 
the  oxygen  on  the  lake's  bottom  lay 
ers,  which  spells  disaster  for  under 
water  plant  and  animal  life.  To  re 
verse  the  process,  Union  Carbide  i; 
developing  a  way  to  artificially  aerate 
those  dead  layers.  Water  is  drawn  in 
to  aerators  connected  with  onshore 
air  compressors,  saturated  with  aii 
or  with  pure  oxygen,  then  pumpee 
elown  to  the  lake's  bottom.  A  test  a 
Lake  Waccabuc,  N.Y.  lifted  that  dy 
ing  lake's  oxygen  content  at  lower  lex 
els  from  zero  to  four  parts  per  mil 
lion,  enough  to  support  the  return  o 
fish  thought  permanently  gone.  Twe 
other  water  bodies  in  both  New  Yorl 
and  Ohio  are  being  treated.   ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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^ST!" 


We  get  people  talking. 

(To  23,00Q000  people  we're  the  telephone  company) 


?Sflisaft 


We  entertain  them. 

(Sylvania  color  TVand  stereo) 


We  brighten  their  lives  a  bit. 

(Sylvania  lighting  for  home,  industry  and  photography) 


hone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904  _ 


We're  GTE 

(a  growing  concern  for  your  growing  needs, 


Readers  Say 


Comparatively  Flattering 

Sir:  Both  the  picture  of  me  and 
the  accompanying  text  (Fact  h-  Com- 
ment, Aug.  15)  are  more  flattering 
than  I  have  been  commonly  getting. 
While  you  describe  me  as  making 
"florid  forecasts,"  The  Economist  says 
that  I  have  been  "spreading  despon- 
dency." It's  all  a  question  of  "com- 
pared to  what?" 

—Herbert  Stein 

Chairman, 

The  Council  of  Economic  Advisers 

Washington,  D.C. 

Off  the  Beaten  Paths 

Sir:  Re  the  article  on  Mexico  (Aug. 
15)  and  the  interview  with  President 
Echeverria,  I  consider  it  necessary  to 
clarify  a  part  of  the  article  in  which 
the  phrase  "This  country  faces  an  im- 
minent social  crisis  of  serious  propor- 
tions" is  attributed  to  me.  ...  I  said: 
"We  could  no  longer  continue  to 
travel  the  old  beaten  paths  that  had 
led  to  the  disproportionate  concen- 
tration of  income,  growing  unem- 
ployment, inflation  and  dependency. 
We  chose  to  change  the  course  when 
all  signs  pointed  to  an  imminent 
social  crisis  of  serious  proportions." 

— Fausto  Zapata 

Subsecretario  de  la  Presidencia 

Los  Pinos,  Mexico 

Putting  It  in  Perspective 

Sir:  In  view  of  your  recent  edi- 
torial endorsing  voluntary  overtime  in 
the  automobile  industry  (Aug.  J), 
I  would  like  to  point  out  that  we 
note  no  widespread  dissatisfaction 
with  General  Motors'  system  of 
scheduling  overtime.  A  survey  of  all 
GM  plants  in  a  27-month  period  ended 
March  30  disclosed  that  of  37,000 
grievances  filed  by  employees  concern- 
ing overtime,  only  88  protested  over- 
time assignments.  The  remainder— 
99.997%— were  filed  by  employees  who 
complained  they  were  not  getting 
their  fair  share  .  .  .  voluntary  overtime 
is  a  misnomer.  How  voluntary  would 
it  be  if  4,950  persons  in  a  plant  of 
5,000  wanted  to  work  overtime  but 
were  denied  the  opportunity  because 
the  remaining  50  refused? 

—George  B.  Morris  Jr. 

Vice  President, 

Industrial  Relations  Staff 

General  Motors  Corp. 

New  York,  N.Y. 

Leave  It  to  the  Locals 

Sir:  In  your  article  "Mass  Transit: 

Much  Talk,  Slow  Action"   (Aug.  1), 

(Continued  on  page  26) 


This  is  more  than 

just  another  pretty  coupon 

Tell  me  more  about  San  Diego. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


Phone 


Because  San  Diego's 
more  than  just  another 
pretty  place 

Sure,  San  Diego's  got  the  world's  best  climate.  Dozens 
of  golf  courses.  Magnificent  beaches.  Friendly  people.  The 
Zoo  of  zoos.  And  the  best  family  living  anywhere. 
But  if  you're  site  seeing,  try  to  look  beyond  our 
pretty  face.  To  our  wealth  of  plant  and  office  space.  Our 
impressive  group  of  skilled,  unskilled  and  professional 
personnel . . .  available  at  competitive  salaries.  And  all  the 
other  things  that  got  companies  like  NCR,  Sony,  Hewlett- 
Packard,  and  Wickes  down  to  business  in  San  Diego. 

To  find  out  more  about  plant  sites  and  facilities 
in  San  Diego,  send  this  coupon  to  Ross  Spalding, 
Area  Development,  Dept.  F973,  San  Diego  Gas  &  Electric 
Co.,  P.O.  Box  1831,  San  Diego,  Calif.  92112. 
(714)  232-4252. 


SAN  DIEGO  GAS  &  ELECTRIC  COMPANY 

We  do  more  than  just  care 
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How  big  are  we  in 
tlie  big  business  of  money? 


Big  as  manasing  7  billions  of  customer  assets. 


Many  an  executive  can  relax  and  enjoy  snnooth  sailing 
with  the  knowledge  that  Old  Colony  Trust  is  at  the  helm 
of  his  investment  program.  This  division  of  our  principal 
subsidiary,  The  First  National  Bank  of  Boston,  has  some 
$7  billion  in  assets  under  administration — positioning  It 
among  the  nation's  top  dozen  trust  banks. 

Prudence,  imaginative  investing,  intensive  manage- 
ment, responsive  trust  administration — this  combina- 
tion is  the  hallmark  of  Old  Colony's  service.  It  explains 
why  the  number  of  personal  trust  accounts  adminis- 
tered is  at  an  all-time  high.  And  why  pension  and  profit- 
sharing  funds  from  many  of  the  nation's  leading  cor- 
porations flow  to  Boston. 


Coming  up  with  big  Ideas — that's  what  First  Na- 
tional Boston  Corporation  Is  all  about.  Ideas  In  Investing, 
personal  and  pension  trusts,  mutual  funds  servicing, 
leasing,  real  estate  financing,  stock  transfers,  cash  man- 
agement. International  financing,  factoring — if  It  has  to 
do  with  keeping  money  on  the  move,  it  has  to  do  with  at 
least  one  of  our  subsidiaries. 

How  big  are  we?  Big  enough  . . .  and  still  growing  in 
innovative  services,  nationally  and  Internationally. 


FIRST  NATIONAL 
BOSTON  CORPORATION 


The  First  National  Bank  of  Boston  •  Bank  of  Boston  International  •  Boston  Overseas  Financial  Corp.  •  Cobbs  Allen 
&  Hall  Mortgage  Co.  •  FNB  Financial  Co.  •  FNB  Services  Inc.  •  First  Capital  Corp.  of  Boston  •  First  National  Boston 
Clearance  Corp.  •  First  Venture  Capital  Corp.  of  Boston  •  Firstbank  Financial  Corp.  •  Massachusetts  Tankers,  Inc, 


Crane-Deming  pumps  at  work  in  New  York 


A  clean  bill  of  health  for  a  threatened  lake 


How  do  you  "doctor"  a 
lake  that's  facing  the  great 
ailment  of  our  times— pollu- 
ion?  And  help  free  up  a  whole 
area  development  plan,  stalled 
by  this  problem?  Consider 
Keuka.  One  of  the  purest  and 
^leanest  of  all  the  Finger  Lakes 
n  upper  New  York  State.  Yet 
it  was  facing  the  hazard  of 
seriously  heavy  pollution. 
Sewage  waste  drainage  from 
arge  septic  systems  threat- 
ened it.  So  did  leaching  fields 


*  in  the  surrounding  area. 

Consulting  engineers 
made  exhaustive  studies, 
looking  for  the  most  econom- 
ical solution  and  optimum 
protection  for  the  public 
water  supply. 

The  decision:  a  force  main 
system  over  SVi  miles  long, 
powered  primarily  by  two 
pumping  stations. 

The  pumps:  Crane's 
Deming  vertical-type  solids- 
handling  pumps.  Four  in  each 
pump  house.  Engineered 
specifically  for  sewage  waste 
disposal  systems.  One  of  liter- 
ally hundreds  of  Crane  quality- 


engineered  products  and 
product  variations  for  control- 
ling industrial  and  municipal 
wastes.  Crane:  leaders  in 
products  and  technologies  to 
clean  up  our  waters  and  the  air 
we  breathe.  For  further  infor- 
mation contact:  Crane  Co., 
Dept.  AD,  300  Park  Avenue, 
New  York,  New  York  10022. 


CRANE 


Crane  makes  it  flow  clean  again. 


DOING  BUSINESS  IN  CANADA 


HOWTO  LAUNCH 
A  NEW  BUSINESS  VENTURE  IN  CANADA 


Set  sail  through  more  than  60  fast-reading 
pages  of  fact,  information  and  figures  care- 
fully compiled  to  help  steer  your  way  to  a 
successful  Canadian  venture. 

Find  the  answers  to  kinds  of  incorporation, 
labor  legislation,  tariffs,  taxes  and  interna- 
tional trade  agreements. 

Learn  how  to  organize  and  operate  a  bus- 
iness in  this  nearby  neighbor  of  the  United 
States. 


If  you'd  like  a  copy  of  "Doing  Business  in 
Canada,"  a  request  on  your  company  letter- 
head will  bring  you  one— with  our  compli- 
ments. Just  address  Dept.  F. 


^ 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Over  1500  Branches  and  Over  $14  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.Y.  10005 
(212)  DIgby  4-3800 
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Icleci  input 
qI  louiesl  cosi 

The  neuj  Norelco  96 
standard  "idea  mochinG'™ 


Offers  you  all  of  the  required  features  so 
vital  in  handling  your  daily  paperwork.  The 
Norelco  96  operates  with  the  famous  Norelco 
idea  capsule.  It  is  priced  and  designed  to  meet  the 
needs  of  the  day-to-day  work  load  of  anyone  on  your 
office  staff.  For  word  processing  the  best  input  is  an 
"idea  machine"  system. 

Check  these  Norefco  96  features.  Excellent  sound  quality  for 
transcribing  •  Remote  foot  and  hand  control  accessories 

•  Start,  stop,  rewind  and  record  functions  are  remote- 
controlled  from  the  microphone  •  Telephone  and  conference 
recording  •  Conference  loudspeaker  for  group  listening 

•  Special  adapter  provides  intercom  function  between  Model 
96  and  98  "idea  machine"  •  Attractive  low-profile  styling. 

ONLY  NORELCO 
GIVES  YOU  THE 
IDEA  CAPSULE 

Features  30 
minutes  of  quality 
voice  recording 
and  reproduction. 
It  is  self-contained 
. . .  transcribes 
quickly  and  easily 
. . .  can  be  used 
over  and  over  again. 

DICTATION  EQUIPMENT  •  INTERCOM  SYSTEMS 
INDUCTIVE  AND  RADIO  PAGING  SYSTEMS  •  OFFICE  COMPUTERS 


/vore/co' 
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SHOWN  ACTUAL  SIZE 


PHILIPS  BUSINESS  SYSTEMS,  INC. 
A  NORTH  AMERICAN  PHILIPS  COMPANY 


F973-96 


/\/ore/i 
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100  East  42nd  Street,  New  York,  N.Y.  10017 
Please  send  me  your  free  book  "Blueprint  for  Profits" 

Name__^ 

Company 

street 

City state Zip, 


THERE  IS  A  WORLD 

OF  GOODS  TO  MOVE...  AND  THE 

WORLD  OF  FRUEHAUF 

TO  MOVE  THEM. 

The  World  of  Fruehauf  is  at  work  in  many  ways. 

Fruehauf  truck-trailers— transporting  cargoes  from  the 
California  coastline  to  the  rocky  shores  of  Maine. .  .from  Rotterdam 
to  Rome . . .  from  Casablanca  to  Capetown. 

Fruehauf  containers— moving  on  and  off  Fruehauf- 
converted  containerships  by  means  of  Fruehauf  Paceco 
cranes  at  ports  in  every  corner  of  the  globe. 

Fruehauf  shipyards— building  new  vessels  and  repairing 
ships  from  countries  the  world  over. 

And  Fruehauf  International— solving  transportation 
problems  in  more  than  80  countries. 

There's  a  World  of  Fruehauf  at  work  every  day;  taking  the 
lead  in  providing  modern  transportation 
equipment  for  land,  sea,  and  air. 

Around  the  world, 
around  your  community,  the 
World  of  Fruehauf  is  truly  a 
world  of  Total  Transportation 

For  more 
information  about  this 
world,  write  for  our 
Annual  Report: 
Fruehauf  Corporation, 
Dept.  FO-93, 
10900  Harper, 
Detroit,  Michigan 
48232. 
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TRANSPORTATION 


POLLUTION:  o  blD  word  for  maoii  soiall  probloms 


You  may  know  AMETEK  as  the  world's  largest  pressure  instrument  producer, 
or  the  country's  leading  manufacturer  of  liquid-solid  separation  equipment — so 
it  shouldn't  be  news  to  you  that,  combining  these  technologies,  AMETEK  will  do 
an  eight-figure  business  this  year  supplying  components  and  systems 
for  air  and  water  pollution  control.  With  several  decades  of  experience,  AMETEK 
has  the  engineering  and  manufacturing  capabilities  to  solve  many  small  problems 
that  have  a  major  effect  on  our  environment. 

POLLUTION  SOLUTION:  Ohio  market  for  AMETEK 


A  Test  a  smoking  stack:  Our 

traveling  air  pollution  control 
lab  hooks  right  into  a  plant's 
exhaust  stacks  to  analyze 
the  pollution  problem.  It  pre- 
determines exactly  what 
equipment  will  solve  exhaust 
particle  and  gas  recovery 
problems,  and  its  cost. 

B  Electronic  and  pneumatic 
instrument  systems  that 
have  been  proven  in  process 
plants  around  the  world  are 
widely  used  to  monitor  and 
control  pollution  reduction 
systems.  Our  reliable  per- 
formance means  lower  main- 

AMETEK 

233  Broadway,  New  York,  N.Y.  10007 

For  our  annual  report  and  more  Information,  write  Ametek,  Station  Square  Two,  Paoli,  Pa.  19301 


tenance,  especially  for  new 
turn-key  packaged  systems. 


C  Low-pollution  alternative 
to  gasoline  fuel:  AMETEK'S 
Liquified  Natural  Gas  fuel 
conversion  system  allows  to- 
day's cars  to  exceed  the 
government's  1975  emission 
standards.  Designed  for 
truck,  bus  and  cab  fleets  in 
cities  that  are  building  LNG 
storage  plants,  this  conver- 
sion package  reduces  air 
pollution  and  maintenance 
costs,  has  been  proven  by 
hundreds  of  installations. 


D   Cleaner  tap  water:  Our 

filter  housing  made  of  spe- 
cial long-life  plastic,  plus 
an  inexpensive  replaceable 
cartridge,  removes  particles 
or  unpleasant  taste  from 
home  drinking  water.  Avail- 
able through  most  plumbing 
and  hardware  outlets. 

E  Clarify  tfte  problem: 

AMETEK'S  rotary  vacuum  fil- 
ters remove  solid  material 
in  many  waste  treatment 
systems  . . .  one  of  many  an- 
swers from  the  country's 
most  complete  liquid-solid 
separation  equipment  line. 


F  Quicksilver  system:  Mer- 
cury —  and  other  heavy 
metals  —  can  be  recovered 
economically  with  our  pro- 
prietary systems.  AMETEK 
engineering  means  high  effi- 
ciency and  low  maintenance 
in  all  of  our  waste  water 
treatment  systems. 

G    Air-pollution    watclidog: 

Our  vacuum  motors  are  used 
to  sample  air  in  many  of  to- 
day's air  pollution-monitoring 
systems.  Similar  AMETEK 
motors  remove  smoke  and 
fumes  to  meet  new  regula- 
tions in  arc  welding  systems. 


How  lU  adapts  itself 
to  the  environment. 


lU  has  a  growing  stake  in  the 
environmental  market.  With 
operations  that  reclaim  and 
recycle  industrial  wastes  on  three 
continents;  provide  water  services 
in  17  states;  develop  land  and 
resort  facilities  in  Hawaii. 

lU  entered  the  environmental 
field  in  1960  through  a  steel  slag 
processing  company.  By  1972, 


operating  groups  serving  the 
environmental  market  were 
contributing  20%  of  lU's  pre- 
tax income  and  2 1  %  of  its  $  1 .2 
billion  in  revenues. 

If  you  would  like  to  learn 
more,  write  Corporate  Affairs, 
lU  International,  1500 
Walnut  Street,  Philadelphia, 
Pennsylvania  19102. 


International 

SF.R\  ING  WORLDWIDE  ENERGY.  TRANSPORTATION/DISTRIBUTION  AND  EN\  IRON.MENTAL  MARKETS. 


Readers  Say 


l^rite  for  the  £acts 
on  export  financing. 

Today,  more  than  ever  before,  abundant  selling 
opportunities  exist  for  U.S.  manufacturers  in  overseas 
markets.  And  numerous  financing  and  insurance 
arrangements  are  available  to  help  make  your  products 
truly  competitive  abroad.  This  booklet  will  show  you 
how  easily  you  can  take  care  of  your  export  financing 
and  insurance  needs.  And  how  the  U.S.  Commerce 
Department  is  ready  to  assist  you  in  making 
credit  arrangements  with 
commercial  banks,  the 
Eximbank,  and  the  Foreign 
Credit  Insurance  Association. 
For  your  free  copy,  write  Mr. 
Marinus  van  Gessel,  Director, 
Bureau  of  International 
Commerce,  U.S.  Department  of 
Commerce,Wash .  D.C.  20230. 

U.S.  Department 
of  Commerce 


(Continued  from  page  19) 

you  pointed  out  that  operating  deficits 
are  a  major  problem  for  urban  mass 
transportation  systems.  The  [operating 
deficit]    problem   should   be   handled 
at  the  local  and  state  levels.  A  fed- 
eral program  of  transit  operating  sub- 
sidies will  create  a  bottomless  pit.  It 
will    inevitably    involve    the    Federal 
Government  in  setting  standards  of  ser- 
vice  and   selection   of   modes   which 
will  be  more  absurd  than  certain  fed- 
eral programs  in  the  fields  of  welfare 
and  housing.  I  feel  differently,  how- 
ever,  about  capital  expenditures  be- 
cause these  "one  time  only  costs"  have 
been  successfully  aided  by  the  Gov- 
ernment  without   undue   local   inter- 
vention and  constantly  escalating  costs. 
—Representative  I*HrLip  M.  Crane 
Urban  Mass  Transportation 
Subcommittee, 
House  Banking  and  Currency  Com. 
Washington,  D.C. 

Reflating  Loews 

Sir:  It  is  true  that  the  value  of 
Loews'  securities  portfolio  is  down 
(Aug.  15).  But  the  point  is  that  it 
has  declined  less  than  most  other  port- 
folios of  comparable  size  and  quality. 
It  is  also  true  that  Loews'  stock  is 
down  sharply  (as  are  many  others), 
but  the  stock  is  still  up  800%  since 
the  mid-1960s.  In  light  of  Loews' 
highly  hquid  securities  portfolio  with 
a  value  in  a  depressed  market  of  over 
$400  million,  it  is  ludicrous  to  sug- 
gest that  a  small  subsidiary  had  to 
be  sold  to  raise  cash. 

—Rudolph  J.  Mueller 
Tenafly,  N.J. 

Dealing  with  Russia 

Sir:  Your  editorial  "The  Russians: 
Smarter  Capitalists  Than  We  Are" 
(July  15)  is  very  perceptive,  but  you 
negate  the  thrust  by  saying,  "Now 
Don't  Get  Me  Wrong  .  .  .  our  Govern- 
ment should  encourage  and  help  our 
private  enterprises  to  do  great  busi- 
ness behind  the  Red  Curtain."  Many 
U.S.  corporations  have  still  not  been 
reimbursed  for  property  confiscated 
by  the  very  government  with  whom 
they  now  seek  to  deal.  We  will  live  to 
realize  that  doing  business  with  the 
Russians  is  a  serious  mistake. 

—William  H.  Burgess 
Pasadena,  Calif. 

Sir:  Your  editorial  reminds  me  of 

the  lightning  bug.  The  verse  goes  like 

this:  "The  lightning  bug  is  brilliant,/ 

It  has  no  mind;/ It  sails  all  over  the 

(Continued  on  page  133) 
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'With  ail  thy  getting  get  understanding' 


Fact  and  Comment 


WE  SHOULD  BE  GRATEFUL  TO  LIBYA'S  LEADER 


Several  times  since  he  took  power,  Libya's  radical,  er- 
ratic leader,  Colonel  Qaddafi,  has  poked  the  United  States 
with  his  very  Big  Stick— oil.  Output  has  been  sharply 
slashed;  price  sharply  upped;  ownership  control  seized 
wholly  or  in  majority  part;  oil  income  used  to  subvert 
all  governments  that  don't  see  things  his  way. 

Instead  of  deploring  the  Libyan  leader  and  his  ever 
more  hostile  actions,  we  should  be  grateful. 

Colonel  Qaddafi  has  been  the  Paul  Revere  alerting  our 
country  (and  Europe  and  Japan)  to  the  energy  crisis  that's 
of  immediate  and  unmeasurable  danger  to  us. 

With  every  single  passing  day  and  passing  car  and 
burning  light  and  working  appHance,  our  dependence  on 
Colonel  Qaddafi  and  Kuwait  and  Saudi  Arabia  grows 
geometrically.  Only  in  the  intense  unlikelihood  of  peace 
between  Israel  and  Egypt  would  the  situation  ease.  Any 
and  every  day  "incidents"  of  violence,  terror,  murder  could 
trigger  either  actual  war  (less  likely)  or  so  arouse  emo- 
tions that  Arab  oil  lands  would   eagerly   or  reluctantly 


cut  off  those  oil  supplies— a  real  possibility. 

We've  all  read  and  listened  until  it's  coming  out  of  our 
eyes  and  ears  about  our  energy  crisis  and  an  infinite 
variety  of  suggestions  for  solving  it. 

Very  little  action,  though,  seems  to  be  under  way. 

Thanks  in  major  measure  to  Colonel  Qaddafi,  one  of 
these  days  our  Government,  our  Congress,  our  energy  com- 
panies, our  inventors,  our  researchers  are  all  going  to  get 
cracking  in  every  feasible  or  unfeasible  direction  to  lessen 
our  dependence  on  Libya's  present  boss.  Hopefully  before 
a  pohtically  necessary  cutoflF  of  Arab  oil  closes  many  fac- 
tories, chills  many  homes,  removes  most  cars  from  the 
roads  and  turns  out  many  lights  all  over  the  coimtry. 

Sputnik  triggered  a  costly  crash  program  that  in  a  few 
years  put  us  well  ahead  in  Space,  which  in  tvun  made 
possible  the  present  detente  with  Russia. 

Colonel  Qaddafi,  I  hope,  will  soon  have  the  same  ef- 
fect in  making  us  face  up  to  and  eventually  solve  our 
critical  energy  crisis. 


WHICH  BRINGS  UP  OUR   SOMEWHAT   DIFFERENT  OIL  PROBLEMS 


with  Saudi  Arabia. 

What  do  you  give  the  Sheik  of  Araby  who  has  every- 
thing that  he  or  we  can  think  of? 

That's  the  nub  of  our  problem  in  getting  the  Saudis  to 
up  their  oil  output.  There's  almost  nothing  left  for  them  to 
do  with  additional  billions  in  any  and  every  currency.  They 
can  pave  thpir  palaces— and  probably  by  now  their  deserts 
—with  air-conditioners,  Cadillacs,  harems,  doctors,  nurses. 


rugs,  dates,  Coca-Cola,  gems;  they  can  buy  any  hotel  any- 
where that  they  might  want  to  spend  a  night  or  two  in,  as 
well  as  jets  and  yachts  to  take  them  there. 

You  name  it,  and  if  they  want  it  they've  already  got 
it— in  spades. 

So  what's  in  it  for  Saudi  Arabia  to  jeopardize  its  political 
stability  merely  to  oblige  the  galloping  oil  consumption 
in  the  United  States? 


AND  IF  YOU  THINK  WE'VE  GOT  OIL  PROBLEMS 

for  its  factories,  dependent  on  every  land  and  government's 
whim  for  its  markets,  its  survival. 

Which  makes  the  yen  vulnerably  overvalued. 


how'd  you  hke  to  be  Japan? 

Here's  a  teeming,  natural-resourceless  island  dependent 
on  importing,  virtually  all  its  fuels,  all  the  raw  materials 


WILLIAM  ROGERS  &/VS.   DOCTOR  KISSINGER 

President  Nixon  prescribed  the  cure— for 
one,  appreciation;  for  the  other,  recognition. 
Both  warmly  given,  warmly  deserved. 
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WHICH  WAY  IS   UP? 

A  nximber  of  Wall  Street  firms  are  so  far 
down  these  days  that  they  think  Hell  is  up.  . 

EVER  SINCE  IT 

turned  out  there  was  no  Equity,  "The  Room"  of  Salomon 
Brothers  has  been  so  quiet  you  could  hear  their  stocks  drop. 

NOW  THAT  I'M  A  PESSIMIST  ON, STOCKS 

the  damn  things'll  start  Up. 

SPEAKING  OF  WHICH  ...  THE  DOW  JONES  HAS  GOTTA  GO 


It  won't,  of  course,  but  it  certainly  should. 

The  Dow  Jones  average,  born  decades  before  the  com- 
puter made  the  instant  averaging  of  all  Usted  stocks  pos- 
sible, has  long  ceased  to  reflect  the  stock  market's  trend. 

In  fact,  its  present  daily  vdld  fluctuations  more  often 
cloud  than  reveal  the  market's  true  performance. 

The  small  investor,  as  usual,  is  the  principal  fall  guy 
from  continued  emphasis  on  and  publicity  for  the  Dow 


Jones  industrial  averages.  When  it's  up  a  half  dozen  to 
a  dozen  points  and  his  stocks  are  not,  he's  sore;  when 
the  Dow  Jones  average  is  down  by  a  half  dozen  to  a  dozen 
points  by  the  end  of  a  day  and  his  stock  isn't,  he  thinks 
he  should  sell  before  it  follows  suit. 

I  think  I  wrote  on  this  matter  about  25  years  ago 
and  I  am  sure  Forbes'  Fact  &  Commenter  will  be  able  to 
make  the  same  point  25  years  from  now. 


CHIEF  JUSTICE  BURGER  SCORES  TOWARD  GOAL 


There  are  sometimes— ofttimes— more  than  a  few  ways  to 
accomplish  an  objective,  as  the  Supreme  Court  unanimous- 
ly demonstrated  recently. 

A  couple  of  years  ago  Chief  Justice  Burger  told  my  son, 
Steve  (MSF,  Jr.),  and  myself  that  he  had  as  a  principal 
aim  a  speeding  up  of  the  judicial  system  so  that  intermina- 
ble delays— often  running  into  years  before  a  final  deci- 
sion—would be  sharply  lessened.  Quoted  in  Forbes  {July 
1,  1971),  Burger  said,  "The  delays  in  trials  are  often  one 
of  the  gravest  threats  to  individual  rights.  Both  the  accused 
and  the  public  are  entitled  to  a  prompt  trial." 

WHO  DAT? 

Just  56  years  ago— Sept.  15,  1917— my  late  father  pub- 
lished the  first  issue  of  Forbes.  We  recently  came  across 
this  picture  of  him,  taken  at  the  time,  proudly  at  the 
wheel  of  his  first  wheels. 

If  he'd  known  then  what  we  now  know,  he'd  not  be 
looking  so  pleased  with  himself.  No, 
I  am  not  referring  to  the  problems  of 
auto  emissions,  gasoline  con- 
sumption—as      a       bur-r-ing 
Scotsman  he'd  be  furious  that 
he'd  ever  sold  it,  when  today 
that  old  buggy  would  fetch 
ten  or  15  times  what  he  paid 
for  it. 

THE  ONLY  THING  MORE  BORING 

than  doting  parents  is  doting  grandparents.  My  wife 
and  I  have  just  begun  the  latter  role— with  twins,  yet. 
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The  Chief  Justice  has  hammered  hard  on  the  subject 
in  occasional  addresses  to  the  Bar  Association  and  other 
Influentials.  Unfortunately,  with  few  visible  results.  He  has 
supported  assorted  proposals  designed  to  expedite  trials 
and  decisions,  also  with  less  success  than  he  and  most  of 
the  rest  of  us  would  like. 

Recently,  though,  the  Chief  Justice  and  his  colleagues 
put  a  burr  under  the  Law's  slothful.  Unanimously  the 
Burger  Court  has  ruled  that  convictions  will  be  overturned 
for  any  criminal  defendant  denied  a  speedy  trial. 

That  should  help  move  things  along  a  bit. 

INFLATION  FOOTNOTE 

Looking  at  this  first 
Forbes  cover,  can  you 
imagine  either  sum  or  sub- 
ject ("Who  is  the  best  em- 
ployer in  America?")  today 
eliciting  even  a  yawn? 


PORBBS 
MAGAXINE 

I     Dgvoled  to  Doers  and   Doings     | 

rr-,.-K,.:?      sim>iiir«  1-  .'ii     rTVT7.:7r^ 


THOSE  WHOM  CHILDREN 

don't  deUght, 
need  sympathy  for  their  blight. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


How  A  Presidential 
Candidate  Says  Yes,  He  Is — 

In  112  Words 

Question:  A  recent  poll  shows  you 
with  a  slight  edge  over  Senator  Ed- 
ward M.  Kennedy  in  a  matchup  as 
possible  opponents  in  the  1976  Presi- 
dential race.  What's  your  attitude 
about  that  race  now? 

Senator  Baker:  First,  I  don't  think 
any  useful  purpose  would  be  served 
by  my  thinking  about  any  participa- 
tion I  might  have  in  a  Presidential 
race  while  these  hearings  are  going 
on.  That's  apart  from  the  fact  that 
1976  is  too  far  away  to  think  of  in 
terms  of  personalities. 

I  would  do  a  disservice  to  myself, 
to  the  committee,  to  the  President 
and  to  the  country  if  I  let  that  be- 
come a  part  of  my  thought  processes 
at  this  point. 

I  confess  the  poll  result  is  a  flat- 
tering sort  of  thing,  but  it  is  abso- 
lutely useless  as  far  as  future  political 
planning  is  concerned. 

Besides,  I'm  not  really  sure  I  want 
to  do  that. 

—U.S.  News  <b  World  Report. 

Heavy  Traffic  Solution 

How  come  no  candidate  for  Mayor 
of  New  York  or  any  other  big  city 
has  made  a  simple,  demagogic  pro- 
posal to  solve  the  traffic  situation? 
Voters  don't  want  speeches  that  be- 
gin, "There  are  no  easy  answers"; 
they  want  answers,  and  the  easier 
the  better. 


Here  is  one:  Double  the  fare  on  all 
bridges  and  tunnels  during  rush 
hours,  and  make  the  fare  free  during 
nonrush  hours.  Also,  during  rush 
hours,  reduce  the  fare  by  25  cents 
for  each  additional  adult  passenger 
in  the  car— full  cars  go  free.  In  this 
way,  economic  incentives  would  be 
provided  to  stagger  working  hours, 
loosen  up  the  traffic  flow,  encourage 
car  pools,  profit  bondholders,  and 
provide  a  subsidy  for  the  subway. 

—William  Safire, 
New  York  Times  columnist. 

Adman,  Newsman 

As  a  former  newspaper  and  wire 
service  reporter,  I  realize  that  the  rea- 
son many  newsmen  refuse  to  name 
their  sources  is  that  there  aren't  any 
sources. 

The  reporters  made  the  whole  thing 
up.  It  was  all  fiction. 

In  other  cases,  there  are  sources, 
but  the  sources  are  so  unqualified  to 
be  sources  that  for  a  newsman  to  re- 
veal them  would  be  to  expose  himself 
as  either  a  fool  or  a  charlatan. 

This  explains  at  least  some  of  the 
jail  sentences  that  have  been  handed 
out  and  accepted.  What  reporter 
wouldn't  rather  spend  a  few  weeks  in 
the  poky— at  full  pay  and  with  the 
bonus  of  instant  martyrdom— than  con- 
fess publicly  that  there  never  was 
any  source  for  his  latest  red-hot  ex- 
clusive, or  that  the  source  was  merely 
the  manicurist  who  once  did  the  fin- 
gernails of  the  subject's  ex-girl-friend's 
roommate's  mother-in-law? 


Now  if  I  were  still  a  working  jour- 
nalist, I  would  attribute  all  of  the 
above  to  a  "usually  reliable  source" 
and  let  it  go  at  that.  But  I  am  an 
adman,  and  admen  can't  get  away 
with  the  kind  of  hanky-panky 
that  newsmen  get  away  with.  So 
I'll  be  specific  and  name  names.  My 
name,  for  one.  Let  it  now  be  known 
that  when  I  was  a  reporter  I  made 
up  sources  the  way  Seventh  Ave.  cut- 
ters make  up  suits  and  coats.  Out  of 
whole  cloth. 

—Mel  Grayson, 
Advertising  Age 

Harvard  and  Rehabilitation 

It  costs  $4,000  a  year  to  keep  a 

man    in    a    state    prison,    and    if    he 

has    a   family,    welfare   can    bring    it 

up  to  as  much  as  $11,000.  It  would 

be  cheaper  if  we   sent   them  all   to 

Harvard.  -Robert  L.  Clifford, 

Commissioner  New  Jersey 

Department  of  Institutions 

and  Agencies. 

'Tis  the  Little  Things 

He  who  would  do  good  to  another 
must  do  it  in  Minute  Particulars.  Gen- 
eral Good  is  the  plea  of  the  scoundrel, 
hypocrite  and  flatterer. 

-William  Blake. 

Leisured  vs.  Educated 

In  America,  the  educated  class  is 
not  leisured,  and  the  leisure  class  is 
not  educated. 

—Barbara  Rose, 
New  York  magazine 


HOW  WILL  HISTORY  VIEW  NIXON  NOW? 


Few  if  any  U.S.  Presidents  have 
faced  a  scandal  on  the  scale  of 
Watergate.  How  will  the  Water- 
gate affair  affect  Richard  Nixon's 
historical  reputation? 

Surprisingly,  not  as  much  as  one 
might  think. 

Sordid  as  it  is,  Watergate  is  un- 
likely, 4n  the  eyes  of  future  his- 
torians, to  compare  in  importance 
with  the  Nixon  initiatives,  achieve- 
ments in  foreign  affairs. 

What  will  overshadow  Water- 
gate in  the  years  ahead  will  be  the 
working  relationships  Nixon  (and 
Henry  Kissinger)  established  with 
adversaries  Russia  and  China. 
Thanks  to  these,  the  possibihties  of 
a  general  war  involving  major  pow- 
ers are  less  today  than  at  any  time 
since  the  years  following  the  1815 
Congress  of  Vienna. 


Nixon  has  done  here  what  hun- 
dreds of  presidents,  prime  ministers, 
foreign  secretaries,  diplomats,  No- 
bel Prize  winners  have  failed  to  do 
in  this  century— he  has  brought 
peace  for  his  time. 

Imagine,  instead  of  vilifying  the 
U.S.,  Russia  and  China  are,  for  all 
practical  purposes,  competing  for 
our  favor. 

Regional  confficts  like  the  Mid- 
dle East  and  Southeast  Asia  may 
continue.  But  the  chances  of  those 
escalating  into  a  Great  War  have 
lessened  significantly. 

And  that's  the  stuff  history  is 
made  of. 

When  looking  at  the  past,  it  is 
the  basic  issues  of  peace,  war, 
prosperity,  depression  that  mostly 
capture  the  historian's  attention. 

Abraham    Lincoln   is    more    re- 


membered for  preserving  the  Union 
than  for  taking  extraordinary  liber- 
ties with  civil  liberties.  History  is 
more  concerned  with  Franklin 
Roosevelt's  leadership  during  the 
Great  Depression  and  the  Second 
World  War  than  with  his  coziness 
with  corrupt  big  city  bosses  or 
black-hating  Southerners.  Harry 
Truman's  historical  reputation  will 
rise  or  fall  on  the  issues  of  the 
atomic  bomb,  the  Marshall  Plan 
and  the  Korean  War— not  on  the 
fact  that  some  of  his  cronies  had 
their  hands  in  the  till. 

Domestically,  President  Nixon  is 
not  so  naked  either.  Despite  infla- 
tion, the  economy  has  never  been 
so  strong  and  prosperous. 

Nixon's  Gallup  with  future  his- 
torians will  easiy  outdistance  his 
Gallup  today.       —M.S.  Forbes  Jr. 
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MARYLAND  FINANCES  THE 


LAND 


MARYLAND  FINANCES  THE 


BUILDING 


MARYLAND  FINANCES  THE 


EQUIPMENT 


MARYLAND  FINANCES  THE 


TRAINING 

Maryland  can  finance  your  land  and  salaries,  rental  or  provision  of  equip- 
building  up  to  90%,  equipment  up  to  ment,  rental  of  training  space  on  or 
70%,  and  labor  training  up  to  100%.      off  premises,  and  training  aids. 

Land,  building  and  equipment  can  be  ^^  short,  we  can  finance  practically 
financed  by  a  long  term,  low  interest  everything  you  need  to  establish  a 
loan  insured  by  a  State  agency.  manufacturing  plant,  regional  distri- 

bution center,  research  and  develop- 
Labor  training  costs  can  be  fully  paid  ment  laboratory,  corporate  office  or 
by  the  State,  including  instructors'      regional  headquarters  building. 

Maryland  Division  of  Economic  Development 

Room  F-93,  2525  RIva  Road,  Annapolis,  Maryland  21401  •  Phone  (301)  267-5514 

Maryland 

DEPARTMENT  OF  ECONOMIC  AND  COMMUNITY  DEVELOPMENT 


Wd've  been  quiet  long  enough. 


Hertz  Trucks 

are  never 

in  the  middle 

ofno¥fliere. 


When  you  lease  Hertz  Trucks,  you  lease  a 
network  of  over  850  fuel  and  service  facilities 
across  the  U.S.A.  and  Canada.  So  when  a  truck 
needs  fuel,  oil  or  any  kind  of  attention,  you  can  be 
sure  that  a  service  stop  isn't  far  away. 

A  network  as  vast  as  ours  naturally  covers 
many  of  the  major  roads  and  highways,  but  we 
also  have^service  centers  far  off  the  beaten  path. 

Wherever  a  Hertz  Truck  is,  it's  never  in  the 
middle  of  nowhere. 

And  it's  never  without  friends.  Our 


mechanics,  clerical  people,  washers,  dispatchers, 
tax  experts,  insurance  specialists,  garagemen, 
hikers  and  painters  are  out  there  lending  the 
support  services  needed  to  keep  the  trucks  rolling. 

Hertz  Trucks  never  need  to  be  overworked, 
either.  When  the  load  gets  too  big  for  them  to  carry 
or  the  stops  get  too  frequent,  we  have  more  than 
12,000  rental  vehicles  to  back  them  up. 

With  all  these  facilities  and  all  these  people 
doing  all  these  things.  Hertz  Truck  customers  lease 
more  than  just  trucks.  They  lease  peace  of  mind. 


Hertz  leases  Fords  and  other  sturdy  trucks.  For  further  information  on  Hertz  big  truck  leasing,  write 
Edward  H.  Blickstein,  Vice  President,  Sales,  Hertz  Trucks,  660  Madison  Avenue,  New  York,  N.Y.  10021. 

m 

Herbzistig 
inbigTrucks 


HERTZ    SYSTEM,    INC.    1973 


In  the  scattered  world 
of  international  business, 

ther^aneedfora 
big  bank  that  can 
pull  it  all  together. 


Packaging  money  for  overseas 
ventures  is  what  our  International 
Division  is  all  about. 

And  at  Manufacturers  Hanover, 
we  have  a  variety  of  ways  of  putting 
the  package  together. 

We're  in  18  countries  with  either 
a  branch,  representative  office  or 
banking  affiliate.  We  own  an  interest 
in  several  foreign  banks  and  finance 
companies,    and    our    London-based 


merchant  bank  is  one  of  the  most  ac- 
tive underwriters  of  Euro-currency 
issues  in  the  Euro-markets. 

The  result:  our  International  Di- 
vision has  more  than  $5-billion  in  loans 
on  its  books,  ranging  in  size  from  a 
$300-million  consortium  loan  for  a 
massive  copper  mining  venture  to 
loans  of  several  thousand  dollars  to 
small  U.  S.  businesses  who  have  deal- 
ings overseas. 


Obviously,  Manufacturers  Ha 
over  has  the  monetary  "clout"  to  c 
the  job  anywhere  in  the  world. 

But  we  have  something  else 
bankers  who  genuinely  care  abo 
your  business  and  who  don't  hesita 
to  get  actively  involved  in  your  situ 
tion.  And  when  you  come  to  them  wi 
a  problem,  they  don't  hem  and  ha 
and  get  bogged  down  in  committee 
They  respond. 


MANUFACTURERS  HANOVER 

V\k  roll  up  our  sleeves  and  get  the  job  done. 


John  A  Waage  Executive  Vice  President 


Profits  Are  High, 
but  Are  Tliey  Real? 


Forbes 


'Things  are  seldom  what  they  seem, 
skim  milk  masquerades  as  cream. " 

—Gilbert  &  Sullivan 


"Not  since  the  Chinese  Army  crossed 
the  Korean  border  in  November  1950 
has  there  been  as  serious  an  exagger- 
ation of  corporate  profits  as  we've 
seen  so  far  this  year!" 

So  says  Milton  Hudson,  a  vice 
president  and  economist  for  Manhat- 
tan's prestigious  Morgan  Guaranty 
Trust  Co.  He  points  to  a  graph  showing 
corporate  profits  up  at  an  annual  rate 
of  50%  so  far  this  year. 

"Over  half  of  that  gain  is  fictitious," 
he  says,  "just  capital  gain  on  inven- 
tory." He  explains:  The  price  of  indus- 
trial raw  materials  and  contunodities 
is  rising  at  a  faster  clip  than  at  any 
time  in  the  past  22  years;  so,  com- 
panies using  the  first-in-first-out 
(FIFO)  method  of  inventory  costing 
scored  handsome  but  illusory  gains. 
These  companies  base  their  final  prod- 
uct costs  on  the  oldest  raw  material 
items  in  stock  rather  than  on  the  most 
recent,  as  in  LIFO  (last-in-first-out). 
Result:  The  interim  rise  in  raw  mate- 
rial prices  flows  directly  down  to  net 
earnings.  So  rapid  has  the  price  rise 
been  that  even  companies  with  very 
short  production  cycles  have  been  af- 
fected. And  FIFO  is  used  by  40%  of 
all  big  U.S.  corporations. 

"The  point  is,  these  inventory  prof- 
its aren't  profits  at  all,"  Hudson  goes 
on.  "First,  because  those  companies 
will  have  to  replenish  those  inven- 
tories—at the  higher  prices.  Second, 
because  they've  paid  taxes  on  their 
'profits.'  And  so,  in  fact,  their 
working  capital  has  been  depleted." 


In  analyzing  total  coiporate  profits, 
the  U.S.  Department  of  Commerce 
routinely  attempts  to  remove  this 
distortion  by  means  of  its  "inventory 
valuation  adjustment."  Throughout 
the  Sixties  this  adjustment  amounted 
to  around  $2  billion.  Last  year  it 
climbed  to  $7  billion.  And  so  far  this 
year,  it  has  soared  to  an  annual  rate 
of  $21.1  billion. 

Dr.  Herman  Liebling,  chief  econ- 
omist of  the  U.S.  Treasury  Depart- 
ment, agrees  with  Hudson:  "We  had 
a  big  increase  in  profits  in  the  first 
half  of  this  year,  but  a  little  over  half 
of  that  was  due  to  inventory  profits." 

LIFO  inventory  costing  does  not 
produce  such  profit  distortions  in  pe- 
riods of  rising  prices,  but  despite  per- 
sistent inflation,  more  and  more  com- 
panies each  year  continue  to  switch 
to  FIFO.  Why?  One  reason  is  that 
in  an  inflationary  situation,  switching 
from  LIFO  to  FIFO  usually  pro- 
duces quick,  pleasing  earnings  gains 
in  the  year  the  change  is  made. 

So  does  switching  from  accelerated 
depreciation  to  straight-line  depre- 
ciation. Almost  70%  of  major  U.S. 
corporations  now  use  straight-line  de- 
preciation, and  like  the  switch  to 
FIFO,  that  percentage  continues  to 
rise  rapidly.  Just  as  firms  are  under- 
costing  their  inventory  by  using  FIFO 
during  inflation,  they  may  be  under- 
depreciating  their  fixed  assets  by  using 
straight  line.  Says  Hudson:  "You're 
writing  off  your  equipment  a  lot  more 
rapidly  with  accelerated  depreciation. 


Billions   of  Dollars 
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(RATIO    SCALE) 


Billions   of  Dollars 
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After-Tax   Profits  After    Inventory  Valuation 
Adjustnnent  in  Constant  (1967)  Dollars — 
Nonfinancial   Corporations 
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The  wholesale  price   index  was   used   to  deflate   the  current  dollar  figures. 
Source:    U.S.    Department  of  Commerce  and   U.S.    Bureau  of  Labor  Statistics. 


and  thus  your  exposure  to  the  ravages 
of  inflation  is  more  limited." 

Liebling  agrees.  "If  you're  on 
straight-line  depreciation  in  periods  of 
rising  prices,  you're  exaggerating  your 
profits,"  he  says.  By  how  much?  The 
highly  regarded  Machinery  &  Allied 
Products  Institute  in  Washington,  D.C. 
has  studied  that.  "There  was  virtual- 
ly no  underdepreciation  in  1965,"  says 
A.B.  van  der  Voort,  MAPI  economist, 
"today  it's  $5  billion  to  $6  billion.  It's 
a  hell  of  an  important  factor." 

And  what  do  companies  who  use 
FIFO  inventory  costing  have  to  say 
about  all  this?  Machine-tool  maker 
IngersoU-Rand  has  experienced  close 
to  7%  inflation  in  raw  materials  and 
generally  keeps  some  raw  materials 
on  hand  for  seven  to  eight  months. 
Has  FIFO  inventory  costing  exag- 
gerated their  reported  15%  gain  in 
six  month  earnings?  "Yes,  it  may  well 
have,"  concedes  Treasurer  Bruce  D. 
Williams,  "but  I  can't  quantify  it." 

Raw  materials  like  copper  (up  19%), 
zinc  (up  11%)  and  lead  (up  6.5%) 
are  used  to  make  General  Motors  cars. 
GM  inventories  are  up  $1.2  billion  in 
value  so  far  this  year.  Has  FIFO  in- 
ventory accounting  inflated  GM's 
17.5%  increase  in  first-half  earnings? 
"It  doesn't  amount  to  a  hill  of  beans," 
says  GM  Treasurer  David  C.  Collier. 
"Our  inventory  is  in  and  out  in  a 
month  and  a  half." 

No  raw  materials  have  risen  faster 
in  price  in  the  past  six  months  than 
foodstuffs,  of  course.  Has  FIFO  inven- 
tory costing  inflated  the  23.9%  six- 
month  earnings  gain  at  General  Mills? 
"We  have  not  calculated  any  such 
number  because  we  haven't  felt  it 
was  significant,"  says  General  Mills 
Finance  Vice  President  Heiuy  H.  Por- 
ter Jr.  "We  hedge  in  the  commodity 
market,  of  course,  to  reduce  our  risk 
of  inventory  loss.  We  do  have  long 
positions  of  up  to  six.  months  in  some 
grains  and  so  we  have  had  inventory 
gains  this  year.  But  the  earnings  we 
lost  due  to  price  controls  have  more 
than  overshadowed  them." 

Who's  right?  It's  an  ambigious  sit- 
uation. The  macrofigures  show  that 
industry  overall  is  overstating  its  prof- 
its. Yet  when  you  get  down  to  the 
microfigures,  no  one  will  admit  that 
the  situation  applies  to  him. 

The  more  one  studies  the  figures, 
however,  the  more  it  becomes  likely 
that  a  good  many  corporate  chiefs  are 
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simply  deceiving  themselves  about 
how  healthy  their  profits  are.  Look  at 
the  chart  on  page  39:  It  shows  that  in 
constant  dollars— with  inflation  fac- 
tored out— there  hasn't  been  any  gain 
in  corporate  profits  over  the  past  quar- 
ter century. 

"Using  the  profit  criterion  alone, 
that's  quite  right,"  concedes  Trea- 
sury's Liebling.  "Or  to  put  it  another 
way,  if  you  take  corporate  profits  as  a 
share  of  gross  national  product,  you'll 
find  that  total  corporate  profits  have 
declined  in  importance  from  22%  in 
1950  to  around  10%  today." 

What  has  been  happening,  argues 
MAPI's  van  der  Voort,  is  that  U.S. 
corporations  have  been  borrowing 
more  and  more,  investing  in  plant  and 
equipment  at  a  faster  rate  than  it 
has  been  wearing  out,  hoping  to 
achieve  productivity  gains.  They  have 
improved  productivity  all  right,  but 


employees— thanks  largely  to  strong 
unions— have  been  getting  the  benefit 
in  the  form  of  much  higher  wages.  An 
increasing  amount  of  those  wages,  in 
turn,  have  financed  things  like  Social 
Security,  welfare,  unemployment  com- 
pensation, etc.  Result:  Corporate  re- 
turn on  sales  has  declined  drastically, 
and  corporate  return  on  equity  some- 
what less  drastically. 

"What's  made  this  possible,"  van 
der  Voort  says,  "is  that  U.S.  corpora- 
tions have  increased  their  long-term* 
debt  tremendously  over  the  period. 
Debt-to-equity  ratios  are  roughly  three 
times  what  they  were  back  then.  You 
have  to  ask  yourself  how  long  this 
situation  can  continue?  How  highly 
leveraged  can  corporations  get?" 

"Well,  the  Japanese  operate  an 
economy  with  far  less  equity  than  we 
do,"  replies  Porter  of  General  Mills. 
"Which  suggests  that  we  won't  face 


this  problem  for  a  long,  long  time. 
They  do  it  with  something  like  15% 
equity  underlying  an  industry— the 
rest  is  borrowed,  heavily  on  govern- 
ment credit.  Of  course,  it's  a  tightly 
controlled  and  managed  economy." 

"The  debt-equity  ratio  of  U.S.  cor-  , 
porations  has  worsened  steadily,"  says 
Williams  of  Ingersoll-Rand,  "and  even 
more  dramatic  has  been  the  increased 
reliance  on  short-term  debt  as  indicat- 
ed by  an  ever  lower  current  ratio, 
so  most  debt  ratios  today  are  under- 
stated I  think  it's  a  possibihty  that 
we  can't  continue  doing  this  without 
putting  too  heavy  a  debt  load  on 
corporations." 

There  is  food  for  thought  in  all  this, 
both  for  those  who  complain  that  cor- 
porate profits  are  too  high  and  for 
corporate  executives  who  are  swelling 
with  pride  over  this  year's  big  gains 
in  reported  earnings.  ■ 


But  It's  Cold  Out  There 


The  king  of  the  baby  food  market  is  watching,  while 
its  market  diminishes  and  opportunities  escape  its  grasp. 


Remember  the  Gerber  slogan:  "Ba- 
bies are  our  business,  our  only  busi- 
ness"? Well,  six  months  ago  the  72- 
year-old  Gerber  Products  Co.  dropped 
that  slogan,  because  babies  aren't  a 
growth  business  any  longer. 

The  Fremont,  Mich,  company  has 
been  thinking  for  a  decade  about  ex- 
tending its  business  to  other  age 
groups.  But  it  didn't  act  in  time  to 
protect  itself  from  the  consequences 
of  the  baby  drought.  It  still  gets  88% 
of  its  $278-million  sales  and  practical- 
ly all  of  its  $15-million  profits  from 
baby  foods.  In  the  fiscal  year  that 
ended  last  March  Gerber's  sales 
dipped  1.5%  under  the  previous  year, 
but  its  earnings  fell  24%.  In  the  first 
quarter  of  the  new  fiscal  year  earn- 
ings swooned  almost  40%.  "We  got 
hit  with  so  many  things  at  one  time," 
says  Gerber  Chairman  and  Chief  Ex- 
ecutive OflBcer  John  C.  Suerth,  "re- 
duced births,  price  controls,  rising 
costs  and  severe  price  competition." 

But  Gerber  must  have  seen  it  com- 
ing. Its  earnings  in  fiscal  1972  were 
just  below  their  1966  levels.  This 
for  a  company  that  has  a  solid  60%  of 
the  $420-million  retail  baby  food  busi- 
ness, a  market  share  it  has  been  de- 
fending for  nine  years  against  Heinz' 
20%  and  the  20%  for  Beech-Nut, 
now  owned  by  Baker  Laboratories. 
Gerber  has  held  that  market  share, 
even  though  its  products  are  higher 
priced  than  the  other  two  brands.  Its 
basic  business  was   slowing  up,   but 


management  was  understandably  con- 
fident that  extending  the  Gerber  name 
over  a  variety  of  products  could  han- 
dle that  problem. 

In  addition,  Gerber  had  and  still 
has  the  financial  muscle  either  for  ex- 
pansion or  acquisition,  with  $61  mil- 
lion of  working  capital  and  under  $3 
million  of  debt. 

The  surprising  point  is  that  Ger- 
ber, in  venturing  into  other  fields, 
has  exhibited  none  of  the  business 
boldness  that  made  it  the  king  of  the 
baby  food  market. 

Baby  food  once  brought  Gerber 
some  16  cents  on  every  pretax  dollar. 
Of  late,  price  competition  has  thinned 
baby  food  margins.  Still,  they're  bet- 
ter than  those  of  canned  or  frozen 
foods.  "We  didn't  want  to  go  into 
something  like  pork  and  beans,"  says 
Suerth.  "It  has  such  thin  margins,  and 
that  really  isn't  our  cup  of  tea." 

Gerber  started  out  in  1960  to  im- 
print its  trademark  on  other  products 
for  baby  by  acquiring  a  vinyl  pants 
and  bib  company.  Gerber  now  claims 
leadership  in  the  baby  rubber  pants 
field.  But  the  much  larger  market  is 
in  disposable  diapers— which  grew  up 
to  a  $225-million  market  while  Ger- 
ber was  thinking  about  new  fields. 
And  disposable  diapers  eliminate  the 
need  for  rubber  pants. 

Three  years  ago,  Gerber  acquired 
a  company  named  Hankscraft,  which 
is  in  the  infant  toiletries  and  accesso- 
ries   market.    Of   course    that   brings 


Gerber  up  against  $1.3-billion  John- 
son &  Johnson  whose  baby  powders 
and  lotions,  shampoos  and  other  baby 
toiletries  dominate  that  $70-million 
market.  J&J  knows  how  to  spend  ad- 
vertising dollars  and  doesn't  hesitate 
to  do  so.  To  maintain  its  60%  of  the 
$45-million  baby  powder  market,  J&J 
poured  in  almost  half  of  its  $ll-mil- 
lion  baby-products  advertising  budget 
last  year.  Newcomer  $350-miUion 
Chesebrough-Pond's  spent  $7  million 
to  gain  second  place  for  its  new  line 
of  baby  toiletries.  Gerber's  total  ad- 
vertising budget  was  $3  million. 

The  mistakes?  Oh,  one  or  two. 
Gerber  is  a  pioneer  in  day-care  cen- 
ters. "It  looked  hke  a  field  we  ought 
to  be  in,"  says  Suerth,  although  he 
admits  some  doubts  now.  The  opera- 
tion yields  only  a  smallish  profit. 

The  other  attempt  to  broaden  out 
has  run  into  trouble.  Gerber  organ- 
ized a  life  insurance  subsidiary  in 
1968.  It  has  never  had  a  profitable 
year.  And  last  year  it  lost  $858,000. 

But  Suerth's  main  thoughts  these 
days  turn  to  children's  clothing.  "That 
is  broadening  our  age  group.  In  cloth- 
ing we  have  gone  right  up  to  pre- 
school." Gerber  is  test-marketing 
brand-name  clothing  in  discount 
stores  now,  a  novel  approach  to  that 
cost-  and  quality-conscious  market  of 
inflation-weary  mothers  and  fathers. 

When  all  is  said  and  done,  Suerth, 
who  is  59  and  the  first  non-Gerber 
to  run  the  company,  remains  sublime- 
ly confident  in  that  premium  name  as 
the  Gerbers  have  for  over  a  decade. 
"When  you  come  out  with  something 
with  Gerber  on  it,  people  accept  it  as 
a  quality  product,"  says  Suerth.  But 
do  they?  Or  has  Gerber's  past  suc- 
cess bred  a  prideful  timidity?  ■ 
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A  Lesson  Well  Learned 

AMF  has  another  bowling  setback  on  its  hands, 
but  this  time  it  is  coping  very  nicely. 


The  cliche  is  shopworn,  but  true. 
Experience  often  is  the  best  teacher. 
Take  the  case  of  AMF,  Inc. 

AMF  and  its  rival,  Brunswick  Corp., 
were  nearly  destroyed  by  a  bust  in 
the  bowling  boom  of  the  early  Sixties. 
Bowling  equipment  was  its  main  busi- 
ness then,  with  chunks  of  defense  and 
industrial  manufacturing  on  the  side. 
But  by  1963  too  many  alleys  had 
been  built,  himdreds  of  proprietors 
went  broke,  and  AMF  wound  up 
with  a  balance  sheet  full  of  worthless 
receivables. 

Now  it  is  1973  and  AMF  once 
again  faces  a  busted  bowling  boom, 
this  time  in  Japan.  The  Japanese  took 
to  bowling  with  the  same  fanaticism 
they  took  up  baseball  and  golf.  In 
1972  more  games  were  bowled  in  Ja- 
pan—over 1.5  billion— than  in  the  U.S., 
whose  population  is  twice  as  large. 
Naturally,  a  lot  of  the  Japanese  alleys 
came  from  AMF. 

Thanks  to  the  Japanese  boom,  in 
the  second  half  of  1971  AMF's  bowl- 
ing revenues  suddenly  leaped  to 
$105  million,  from  just  $60  million  in 
the  first  half.  They  hit  $119  million 
in  the  first  half  of  1972,  but  then 
backed  back  down  as  the  market  be- 
came saturated— to  $93  million  in  the 
second  half,  and  to  $58  million  in  the 
first  six  months  of  this  year.  Bowling 
hasn't  lost  its  popularity  in  Japan; 
there  are  just  too  many  alleys  now. 

But  this  time  AMF  was  prepared; 
it  had  learned  its  lesson  well  in  the 
early  Sixties.  While  it  lost  some  $62 
million  of  bowUng  revenues  during  the 
first  six  months  of  this  year,  its  total 
revenues  nonetheless  went  up— from 
$449  million  to  $475  milUon.  Total 
profits,  too,  continued  their  forward 
march  of  the  last  eight  years,  rising 
from  $1.48  to  $1.59  per  share.  That 
in  spite  of  perhaps  20  cents  per  share 
in  lost  bowling  profits. 

The  fact 'is,  AMF  is  a  far  different 
company  today  than  it  was  in  the 
early  Sixties.  Or  even  in  the  late  Six- 
ties. Most  of  its  transformation  has 
taken  place  since  1968,  when  Rodney 
C.  Gott  became  chairman  and  chief 
executive.  Gott,  lean  and  trim  at  62, 
has  built  AMF,  largely  through  ac- 
quisitions of  established  brand  prod- 
ucts, into  th*e  biggest,  most  diverse 
leisure-time  company  around.  You 
name  it  in  sporting  gear  and  AMF 
probably  makes  it:  Head  skis,  Road- 
master  bicycles,  Harley-Davidson 
motorcycles,  Hatteras  yachts,  Ben 
Hogan  golf  clubs,   Skamper  campers 


and  Voit  balls  of  every  kind.  In  the 
process,  Gott  reduced  bowling  equip- 
ment to  around  20%  of  sales,  defense 
to  under  10%. 

To  be  sure,  AMF's  1973  earnings 
aren't  spurting  the  way  they  did  in 
1972,  when  the  Japanese  bowling 
boom  gave  them  an  extra  kicker.  But 
these  are  high-profit  branded  products 
for  which  demand  is  booming  in  the 
Seventies.  They  added  $87  million  in 
sales  during  the  first  six  months,  more 


During  the  U.S.  bowling  boom  of  a 
decade  ago,  an  AMF  customer  could 
buy  his  equipment  with  a  trifle  down 
and  take  up  to  eight  years  to  pay. 
But  in  Japan  today  AMF's  average 
down  payment  is  27%  of  the  pur- 
chase price,  with  the  balance  to  be 
paid  in  three  years. 

As  he  built  AMF  up,  Gott  took 
great  pains  to  educate  investors,  in 
particular  big  institutional  investors, 
about  the  "new"  AMF— about  its  di- 
versity, its  brand  franchises,  its  lesser 
dependence  on  bowling,  and,  as  the 
Japanese  boom  began,  about  the  prob- 
able temporary  nature  of  AMF's  spurt 
in  1972.  Many  institutions  bought 
his  story,  to  the  point  where  they 
owned  65%  of  the  company's  18.6  mil- 


/f  was  only  a  matter  of  time  until  bowling  caught  on  in  Japan.  In  Tokyo 
all  nine  floors  of  one  building  are  filled  witf)  alleys  tf)at  operate  around 
the  clock.  But  ifs  been  a  mixed  blessing  for  AMF  and  rival  Brunswick. 


than  enough  to  offset  the  $62-million 
revenue  loss  in  bowling.  And  enough 
to  take  AMF's  full-year  earnings  to 
-  around  $3.20  per  share. 

True,  the  final  returns  are  not  in 
yet  on  the  Japanese  bowUng  setback. 
Revenues  could  fall  still  further, 
though  Gott  doesn't  think  they  will. 
"Our  revenues  were  only  temporarily 
inflated,  as  we  told  people  all  along, 
and  now  they  have  simply  returned 
to  normal,"  he  says. 

AMF  could  also  be  left  holding 
the  bag,  with  millions  in  Japanese 
bowling  receivables,  if  during  the 
next  year  or  so  a  lot  of  alleys  go  broke. 
Except  for  one  thing:  After  its  earlier 
U.S.  experience,  back  in  1968  AMF 
set  aside  a  huge  bad-debt  reserve. 
At  the  end  of  1972  it  totaled  some 
$40  million,  almost  14%  of  the  com- 
pany's accounts  receivable,  vs.  the 
normal  2%  to  3%  for  a  manufacturing 
company.  So  an  extraordinary  num- 
ber of  Japanese  bowling  proprietors 
will  have  to  default  before  AMF  has 
to  take  an  additional  write-off. 

AMF  took  another  precaution,  too, 
when  the  flood  of  Japanese  orders  be- 
gan. It  tightened  its  payment  terms. 


lion  shares.  And  AMF  performed  up 
to  expectations,  doubling  its  sales  to 
almost  $1  billion  since  1968,  almost 
doubling  its  return  on  stockholders' 
equity  to  more  than  25%,  and  moving 
from  224th  place  in  Forbes'  annual 
profitability  rankings  to  the  top  100. 

But  AMF's  other  shareholders  paid 
dearly  for  this  institutional  sponsor- 
ship. Worried  about  a  repeat  of  the 
earlier  bowUng  bust— unduly,  it  would 
seem— the  institutions  began  running 
for  the  exits  early  this  year.  Over  and 
over  again,  they  had  been  told  the 
boom  was  temporary,  but  in  January 
alone  they  knocked  the  stock  down 
40%,  from  57  to  35.  The  herd  instinct 
that  has  become  an  unfortunate  char- 
acteristic of  institutional  investing 
trampled  out  more  than  $400  million 
in  market  value.  In  succeeding 
months,  AMF's  stock  dropped  to  a 
low  of  21,  despite  continued  profit 
increases  and-«nour^ing  evidence  that 
the  new  AMF  could  withstand  the 
Japanese  bowling  setback. 

Moral  of  the  story:  Good  manage- 
ment is  good  management,  but  insti- 
tutional sponsorship  can  often  be  a 
mixed  blessing.  ■ 
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Golden  Dome 


Most  gold  stocks  have  only 

the  rampaging  gold  price  to 

offer,  but  not  Toronto's 

highflying  Dome  Mines. 

As  CHAIRMAN  of  Dome  Mines,  Can- 
ada's largest  gold  producer  and  pro- 
prietor of  one  of  its  leading  indepen- 
dent oil  and  gas  companies,  62-year- 
old  Clifford  W.  Michel  has  the  smug 
serenity  these  days  that  comes  of  see- 
ing 30  years  of  patient  effort  at  last  re- 
warded. "The  last  thing  I  ever  ex- 
pected," says  Michel,  who  runs  Dome 
out  of  Kuhn,  Loeb's  oflBces  high  above 
Wail  Street,  "was  that  after  struggling 
since  1944  to  hold  this  old  gold 
property  together  until  the  gold  price 
went  up,  we'd  see  the  price  of  oil  and 
gas  going  up  at  the  same  time." 

It  certainly  has.  In  the  JBrst  half. 
Dome  Petroleum,  Dome's  21%-owned 
oil  and  gas  aflBliate,  posted  a  29% 
earnings  gain.  But  the  earnings  of 
Dome  itself  roughly  doubled,  and  so 
did  those  of  its  principal  gold  mining 
subsidiary— 57%-owned  Campbell  Red 
Lake  Mines,  the  richest  pure  gold 
mine  in  Canada.  With  gains  like  that 
in  the  making,  investors  pushed 
Dome's  common  from  68  to  103  in 
the  first  half,  Campbell's  from  35  to 
over  71,  before  backing  off  again  as 
the  gold  price  slipped  back.  Michel 
expects  Dome  will  also  double  its 
earnings  for  the  year,  but  it  could 
conceivably  do  even  better.  In  the  first 
half,  it  got  an  average  of  $87.35  an 
ounce  for  its  output,  while  the  free 
market  price  is  stiU  above  $100. 

As  Michel  sees  it,  the  price  increase 
has  brought  Dome  benefits  besides 
higher  profits.  For  one  thing,  lower 
grade  ores  have  finally  become  eco- 
nomic, so  that  the  long-term  decline 
in  Dome  Mines'  reserves  has  finally 
been  arrested.  "We've  been  telling  our 
stockholders  for  years  that  its  life  was 
limited.  But  at  $60  an  ounce  it'll  live 
another  ten  years  anyway."  Camp- 
bell Red  Lake's  life  was  not  threatened 
but  its  reserves  have  also  been  ex- 
tended correspondingly. 

One  thing  the  price  increase  will 
not  do,  however,  is  increase  Dome's 
output.  The  yield  per  ton  mined  may 
even  go  down,  Michel  says,  since 
with  prices  up  you  can  begin  mining 
ore  you'd  otherwise  bypass.  "The 
ounces  you  produce  per  ton  may  go 
down,  but  if  you're  getting  $100  an 
ounce  instead  of  $40,  your  revenues 
are  going  to  go  up."  Thus,  as  far  as 
gold  is  concerned,  Dome  has  little 
growth  potential— except  what  comes 
from  any  increase  in  the  gold  price. 


Michel  of  Dome  Mines  with  a  bust  of  Jules  Bache. 


That  may  be  more  than  enough 
these  days,  but  it  certainly  wasn't 
when  Michel  took  over  the  company 
in  1944.  A  graduate  of  Dartmouth 
and  its  Tuck  School  of  Business,  Mi- 
chel is  an  investment  banker  by  train- 
ing. "My  wife's  grandfather,"  he  ex- 
plains, "Jvdes  Bache,  founder  of  J.S. 
Bache  &  Co.,  was  president  of  Dome 
Mines,  and  he  turned  the  company 
over  to  me  just  before  he  died."  At 
the  time,  the  price  of  gold  was  fixed 
at  $35  an  ounce  and  inflation  had  al- 
ready begun  to  lift  Dome's  costs,  so 
Michel  began  looking  for  ways  to 
diversify. 

"Until  then,"  he  says,  "the  directors 
had  paid  out  virtually  100%  in  divi- 
dends. What  we  did  was  gradually 
shrink  the  dividend  back  and  try  to 
build  up  a  treasury."  In  1949  Dome 
did  put  into  production  the  richly 
profitable  Campbell  gold  mine,  dis- 
covered during  the  war,  and  later 
turned  up  a  copper-zinc  prospect  in 
Quebec.  But  it  lacked  the  financial 
resources  to  develop  the  copper  mine, 
Mattagami  Lake,  and  settled  for  a 
6%  stock  interest.   A  missed   chance. 

But  Michel  triumphed,  too.  In  1947 
Dome  acquired  a  7.5%  interest  in  a 
company  that  turned  out  to  have  a 
sizable  oil  field  on  its  lands,  and  with 
that  as  a  base  and  the  backing  of  a 
group  of  institutional  investors,  Michel 
organized  what  is  now  Dome  Petro- 
leum. "We  practically  promised  the 
stockholders  we'd  never  pay  a  divi- 
dend," he  says.  And  he  hasn't,  though 
Dome  Pete  earned  more  than  $11 
million  last  year,  up  from  less  than 
$4  million  in  1963.  It  produces  oil 
and  gas,  operates  an  extensive  lique- 
fied petroleum  gas  pipeline  system, 
and  holds  oil  and  gas  rights  on  more 
than  25  million  acres  across  Canada, 


including  the  Canadian  Arctic,  which 
may  one  day  turn  out  to  be  the  North 
Slope  of  Canada.  "I  think  it's  got  a 
fabulous  potential,"  says  Michel. 

Meanwhile,  for  Michel  and  Dome's 
other  stockholders,  the  payoff  has  al- 
ready begun.  Dome  earned  $5.5  mil- 
lion last  year  on  some  $25  million  in 
revenues,  with  twice  that  in  prospect 
this  year.  More  impressive,  at  year's 
end  Dome's  investment  in  Campbell 
carried  on  the  books  at  $1.3  million, 
had  a  market  value  of  $69.2  million; 
Dome  Pete,  carried  at  $3.2  million, 
was  worth  over  $77  million;  and 
Dome's  various  investments  in  the 
aggregate,  carried  at  $27  million,  or 
$14  a  share,  had  a  total  market  value 
of  more  than  $186  million,  or  nearly 
$100  a  share.  This  against  a  book 
value  for  Dome  itself  of  $22  a  share. 

Even  this  Michel  hopes  is  just  the 
beginning.  With  the  price  of  gold 
likely  to  range  between  $75  and  $100 
an  ounce  and  Dome's  cash  flow  rising 
rapidly,  Michel  has  judiciously  upped 
his  dividends— "Dome's  always  been 
a  dividend  stock,"  he  says,  "and  I 
wouldn't  want  to  recast  it."  But  his 
real  thrust  is  going  into  expanding. 
Dome's  exploration  outlays  substan- 
tially (to  around  $1.5  million  annual- 
ly) and  building  up  cash  against  the 
possibility  that  Dome's  exploration 
might  turn  up  something  big.  With 
$30  million  in  working  capital  on  hand 
already,  Dome  would  no  longer  have 
to  turn  down  another  Mattagami  Lake 
Mines  if  it  found  one.  But  discovering 
new  mines,  says  Michel,  is  still  a  mat- 
ter of  luck.  "And  we're  not  unmind- 
ful," he  says,  "that  the  Kidd  orebody 
[Texasgulf's  fabulous  Timmins  mine] 
is  only  about  20  miles  from  our 
South  Porcupine  headquarters,  and 
we  missed  it."  ■ 
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In  the  world  of  conglomerates,  2  +  2  sometimes  equals  3; 
sometimes  4;  sometimes  even  5.  But  as  far  as  the  stock  market 
is  concerned,  conglomerates  rate  a  big  fat  zero. 
Are  investors  doing  their  homework? 


Few  corporate  moguls  are  happy 
these  days  with  the  prices  of  theii- 
stock,  but  none  are  so  dismayed  as 
the  men  who  run  the  conglomerates. 
Dismayed,  but  not  discouraged.  Their 
median  price/ earnings  ratio  these 
days  is  a  miserable  5.  But  Textron 
President  G.  William  Miller  says  the 
stocks  of  good  conglomerates  repre- 
sent the  stock  market  opportunity  of 
"this  decade."  Exclaims  Gulf  &  West- 
ern Chairman  Charles  G.  Bluhdorn: 
"The  opportunity  of  this  century!" 

It  is  a  paradox,  in  a  way,  because  a 
good  number  of  the  conglomerates 
have  now  met  the  tests  of  time  and 
of  economic  adversity.  When  they 
were  relatively  untested.  Wall  Street 
gave  some  of  them  high  price/ earn- 
ings ratios  of  over  50.  Now  that  they 
are  going  concerns.  Wall  Street  sends 
them  to  the  bottom  of  the  class. 

In  a  sense.  Wall  Street— which 
helped  create  the  conglomerates  by 
putting  a  high  value  on  their  paper- 
has  all  but  forgotten  its  onetime  dar- 
lings. Search  The  Street  for  analysts 
who  follow  conglomerates  and  you 
will  find  an  endangered  species. 
Those  remaining,  complains  one,  du- 
Pont  Walston's  John  E.  O'Neil,  "are 
sort  of  research  department  janitors. 
They  get  companies  that  industry  spe- 
cialists don't  feel  comfortable  with 
because  of  their  diversity." 

Wall  Street's  neglect  of  the  con- 
glomerates has  little  to  do  with  their 
intrinsic  vices  or  virtues.  Regardless 
of  what  the  public  may  think,  a  Wall 
Street  research  department  spends 
little  time  digging  for  hidden  values. 
Its  main  occupation  these  days  con- 
sists of  digging  up  facts  and  figures 
about  the  handful  of  stocks  the  big 
institutions  own  or  are  likely  to  own. 
The  Street  today,  what  is  left  of  it, 
is  interested  in  standard  merchan- 
dise, not  value  merchandise.  "It's  hard 
work  following  a  conglomerate,"  says 
one  analyst,  "and  why  bother?  The 
customers  wjio  count,  the  banks, 
aren't  interested  in  them." 

Yet  in  the  years  since  Wall  Street 
has  abandoned  them,  the  better  con- 
glomerates have  been  trimming  and 
sharpening  up  their  structures.  They 
have  shucked  oflf  hopeless  operations. 


T'^^^O^fc;:; 


"Fourteenth  floor— TicTon  /ndusfr/es:  Housewares,  watchbands,  steel, 
woolen  socks,  he/i'copfers,  greeting  cards,  corsefs,  copper  cable.  .  ." 


Most  new  acquisitions  are  closely  re- 
lated to  existing  operations.  Besides 
modernization,  cash  flow  has  gone  in- 
to retiring  debt,  reducing  capitaliza- 
tion and  otherwise  tidying  up  once- 
messy  capital  structures. 

For  all  this  progress,  conglomerate 
stocks  have  not  been  kind  recently 
to  those  contrarians  who  have  been 
buying  them.  John  NeflF,  the  highly 
regarded  money  manager  who  runs 
Windsor  and  Gemini  funds,  has  put 
17%  of  his  Windsor  portfolio  into  11 
such  conglomerates,  including  G&W, 
General  Tire,  Kidde,  Martin  Marietta 
and  USI.  Just  now  he  shows  a  loss  of 
$18  million  on  his  $85-million  invest- 
ment. "Yes,"  he  sighs,  "the  stocks  are 
getting  cheaper  and  cheaper,  but  I 


think  around  fom*  or  five  times  earn- 
ings—where many  of  them  are  now— 
is  just  about  rock  bottom." 

Figure  this  one  out,  says  NeflF:  In- 
ternational Telephone  &  Telegraph,  a 
conglomerate  with  a  proven  growth 
record  but  with  obvious  political  and 
image  problems,  recently  had  a  com- 
bined stock  market  value  of  just  $3 
billion;  Polaroid,  a  company  whose 
future  rides  on  an  as-yet-untried 
product  and  whose  lagging  profits 
have  averaged  under  one-ninth  of 
ITT's,  went  for  $3.9  billion. 

The  Conglomerate  Service's  Sid- 
ney Heller,  of  Sterling,  Grace  &  Co., 
is  another  surviving  conglomerate  an- 
alyst. "The  conglomerates,"  he  en- 
thuses, "are  completely  sold  out;  by 
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buying  in  shares,  they  got  rid  of  the 
most  discontented  stockholders.  It 
wouldn't  take  much  buying  to  move 
them.  A  lot  of  them  could  double 
and  still  be  low  on  fundamentals." 

Which  ones?  There  are  conglomer- 
ates and  there  are  conglomerates. 
Some  diversified  according  to  a  plan. 
Some  simply  grabbed  what  was  avail- 
able. Some,  confident  to  the  point  of 
blindness,  got  greedy  and  overextend- 
ed themselves.  Others  handled  the 
game  carefully.  Some  were  lucky. 
Some  unlucky. 

Picking  from  the  field,  John  Neff 
is  high  on  ITT  and  Kidde.  Sid  Heller's 
favorite  is  Textron.  "A  quality  con- 
glomerate like  this,"  Heller  says,  "is 
tremendous  value  because  you  are  not 
paying  for  the  quality  at  the  present 
price  of  the  stock,  you  are  getting 
quality  for  nothing."  Textron,  he 
points  out,  has  a  debt-to-total-capi- 
talization ratio  of  only  24.4%  and 
earnings  "as  pure  and  virginal  as  those 
of  any  company  I  know."  But  Heller 
shuns  Chromalloy  American,  which 
he  calls  a  "study  in  mediocrity." 

DuPont  Walston's  O'Neil  leans  to- 
ward Indian  Head  and  Fuqua  Indus- 
tries. "Indian  Head,"  he  says,  "has  a 
good  record,  good  finances  and  every- 
thing is  out  in  the  open."  But  he  is 
nervous  about  Walter  Kidde,  which 
he  thinks  may  be  sitting  on  a  time 
bomb  with  its  ownership  of  ailing  but 
unconsolidated  U.S.  Lines. 

"In  the  future,"  says  O'Neil,  "the 


conglomerates  are  going  to  move  in- 
dividually, not  as  a  group.  The  public 
is  selective  now,  not  gullible."  He 
goes  on:  "I  hear  these  guys  from  Kid- 
de and  Leasco,  with  its  refusal  to  write 
down  its  System  360,  and  Teledyne 
—whose  disclosure  is  especially  inade- 
quate—purring at  me  from  the  dark 
to  come  in  out  of  the  light.  Not  me. 
I'm  not  going  to  crawl  into  the  cave 
and  get  eaten  by  the  monster  when 
I  see  good  conglomerate  buys  right 
out  in  the  open." 

While  the  question  of  disclosure, 
of  visibility,  is  still  a  touchy  one  for 
conglomerates,  many  of  them  have 
taken  giant  strides  toward  the  light. 

Gulf  &  Western  breaks  out  30  ele- 
ments by  sales  and  eight  by  profits. 
City  Investing  has  consolidated  its  in- 
surance business  and  provides  a  trea- 
sure trove  of  operating  information. 

Alfred  R.  Rappaport,  professor  of 
accounting  at  Northwestern  Universi- 
ty's Graduate  School  of  Management, 
feels  accotmting  reforms  have  drasti- 
cally improved  reported  earnings 
among  conglomerates.  One  of  his 
chief  villains  today  is  not  a  conglom- 
erate but  Minnesota  Mining.  He  com- 
plains that  3M  tells  shareholders  how 
diversified  it  is,  but  presents  itself  to 
the  SEC  as  one  business. 

A  major  question  asked  about  con- 
glomerates, perhaps  the  most  basic 
one,  is:  Are  they  an  enduring  form  of 
corporate  organization?  Bill  Miller  of 
Textron  insists  that  the  answer  can 


be  yes.  Most  of  the  critics,  he  says, 
don't  understand  the  thing  they  are 
criticizing.  "Frankly,  we  learned  our 
multi-industry  operating  techniques, 
which  are  all  very  successful,  from 
studying  duPont.  These  techniques 
were  tiansferred  from  duPont  to 
General  Motors  and  were  made  fa- 
mous by  Alfred  Sloan,  It  is  really  a 
very  simple  philosophy.  Every  prod- 
uct has  a  hmited  life  cycle,  and  when 
the  retvun  drops  below  a  certain  cut- 
off it  should  be  phased  out  and  the 
investment  put  into  something  else 
that  will  replace  it.  That  way  the 
company  will  not  die  with  its  ma- 
txu-e  products.  It  is  a  process  of  re- 
newal. And  it  actually  is  not  ruthless; 
it  is  protecting  the  jobs  of  all  the 
workers  and  the  investment  of  the 
shareholders." 

Miller  has  a  point  about  his  own 
company,  Indian  Head,  probably 
Tenneco,  and  a  few  others.  Is  his 
point  valid  for  other  conglomerates, 
especially  those  that  are  still  run  by 
their  dynamic  creators?  Charlie  Bluh- 
dom  runs  Gulf  &  Western  in  a  kind 
of  gut-feel  version  of  the  Alfred 
Sloan  system.  But  a  good  many  of 
the  others— Walter  Kidde,  City  Invest- 
ing among  them— are  more  financial 
operations  than  businesses.  And  J.B. 
Fuqua's  Fuqua  Industries  seems  to 
be  the  extension  of  one  man. 

What  does  this  prove?  Simply  that 
there  really  is  no  such  thing  as  a  con- 
glomerate, there  are  only  conglomer- 
ates. Each  must  be  judged  by  its 
own  hghts.  Conglomerates,  then,  are 
not  for  lazy  investors  or  for  investors 
willing  to  judge  only  by  the  most 
rigidly  conventional  standards. 

Certainly  the  conglomerates  are 
entitled  to  a  more  thoughtful  and 
thorough  analysis  than  they  are  now 
getting.  James  M.  Flack,  Indian 
Head's  vice  chairman,  claims  that 
conglomerates  suffer  from  a  kind  of 
double  standard.  A  company  like  his, 
he  says,  is  told  that  its  low  price/ 
earnings  ratio  (5  recently)  is  owing 
to  the  fact  that  it  is  heavily  into  non- 
glamorous  industries  like  glass  con- 
tainers and  textiles  and  auto  parts. 
But,  says  he,  "What  about  the  high 
P/E  stocks  that  get  a  good  part  of 
their  earnings  from  unglamorous  in- 
dustries? Kodak  is  a  good  example; 
a  big  part  of  its  sales  are  to  the 
textile  industry."  Flack  asks  why 
Kodak  should  get  a  P/E  on  the  basis 
of  the  most  glamorous  part  of  its 
business,  while  a  conglomerate  gets 
tarred  with  the  most  mundane  parts. 

Talk  with  dozens  of  conglomerate 
executives  as  Forbes  has  done  recent- 
ly. No  longer  do  you  hear  the  cliche : 
2-\-2=^.  But  you  do  come  away  won- 
dering whether  2+2  doesn't  still  equal 
4— even  for  a  conglomerate.  ■ 
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Profiles  of  11  Conglomerates 


Each  of  the  companies  profiled  on 
the  following  pages  is  tarred  with  the 
same  brush,  but  each  is  a  very  dif- 
ferent company.  They  do  have  one 
thing  in  common:  Most  established 
nonconglomerate  companies  have  long 
since  escaped  the  shadow  of  their 
founding  fathers,  their  individualities 
and  their  idiosyncracies.  Not  so  with 

Indian  Head 


the  conglomerates.  Gulf  &  Western 
still  is  Charlie  Bluhdorn.  Are  G&W's 
days  of  big  acquisition  over?  Not  if 
Bluhdorn  decides  to  have  a  fling  at 
A&P.  Teledyne,  vague  and  secretive, 
is  almost  mystical  about  itself.  So  is 
its  founder-boss  Dr.  Henry  E.  Single- 
ton. What  is  White  Consolidated  like? 
First,    ask    another    question:    What 


1972  sales:  $514  million.  Earnings  per  share:  $2.56.  PIE:  6. 


"Good  management,  lousy  indus- 
tries," sneered  the  security  analyst 
when  we  asked  him  about  Indian 
Head  Inc.  Not  so  fast,  though.  Indian 
Head  earns  a  clearly  superior  return 
on  equity— close  to  17%  this  year,  15% 
even  in  poor  years— from  industries 
where  most  companies  earn  maybe 
10%,  12%— glass  containers,  specialty 
textiles,  auto  parts,  plastic  pipe. 

Indian  Head  is  an  Adam's  rib  from 
Textron  and,  like  Textron,  a  creation 
of  master  conglomerator  Royal  Little. 
The  same  principles  stubbornly,  even 
ruthlessly,  applied.  When  a  business 
stops  showing  a  good  return,  get  rid 
of  it,  put  the  money  into  something 
more  promising;  don't  hang  on  wait- 
ing for  a  miracle.  Says  President  Rich- 
ard J.  Powers:  "We  want  our  money 


to  work  as  hard  as  our  people." 

Example:  In  February  Indian  Head 
pulled  out  of  the  pantyhose  business. 
The  market  was  still  big,  but  there 
was  overcapacity.  It  was  a  commodity 
business  now.  Indian  Head  liquidated, 
shifted  money  and  assets  into  recrea- 
tional textile  markets,  like  needlework 
and  home  sewing. 

Nothing  exciting  here,  not  in  the 
sense  of  a  famous  brand  name  or  a  so- 
called  growth  industry.  Indian  Head 
makes  plastic  pipe  for  utility  wires; 
microfilm  for  industry  and  govern- 
ment; soft-drink  bottles,  school  buses. 

"We  are  in  control,"  stresses  Vice 
Chairman  James  M.  Flack.  "We  are 
truly  an  operating  company.  We  only 
have  a  small  headquarters  staff.  Our 
president,    Dick   Powers,    also   heads 


White  Consolidated  Industries 


1972  sales:  $728  million.  Earnings  per  share:  $2.  PlE:  6. 


Know  yourself.  Edward  S.  Reddig 
and  his  brother  Henry  have  no  illu- 
sions^ about  being  great  merchandisers 
or  great  innovators.  But  they  pride 
themselves  on  running  a  very  tight 
ship.  White  Consolidated  is  a  manu- 
facturing company— earthy,  unglamo- 
rous.  "Keep  the  costs  down"  is  the 
byword.  White  is  big  in  appliances 
(Kelvinator,  Gibson),  but  it  sells  40% 
of  its  output  to  people  like  Sears, 
CM  and  GE.  That  calls  for  real  ef- 
ficiency; to  satisfy  people  like  this  and 
still  make  money. 

White  is  big  in  textile  machinery, 

Litton  Industries 


steel  mill  equipment  (Blaw-Knox), 
jnachine  tools,  printing  equipment. 
It's  a  conglomerate  because  it  was 
formed  by  merger  and  takeover,  but 
it's  not  an  unrelated  conglomerate. 

Chairman  Edward  S.  Reddig  and 
his  brother  Henry  S.  Reddig  make  a 
team.  Ed  is  the  financial  man;  Herury 
is  the  nuts-and-bolts  expert.  No  recent 
major  acquisitions  and  none  in  sight. 
So  Ed  and  Henry  have  been  diverting 
cash  flow  into  debt  reduction. 

So,  if  they  can't  have  a  glamour 
stock,  the  Reddig  brothers  have  de- 
cided to  have  themselves  an  income 


Fiscal  1973  sales:  $2.5  billion.  Earnings  per  share:  $1.05.  PIE:  8. 


Usually  Forbes  reporters  interview 
chairmen,  presidents,  executive  vice 
presidents.  This  time  we  interviewed 
the  head  public  relations  man.  Cros- 
by M.  Kelly  is  back  at  Litton.  Kelly, 
who  built  the  Litton  image  on  Wall 


Street—an  image  which  once  sup- 
ported an  Avon  Products  kind  of  P/E 
ratio.  Crosby  Kelly,  you  naight  say, 
was  the  man  who  invented  "synergy." 
He  was  a  pioneer  in  talking  about 
how  Roy  Ash  and  Tex  Thornton  could 


kind  of  man  is  Edward  Reddig? 

True,  Textron  and  Indian  Head 
are  no  longer  dominated  by  their 
founder.  Royal  Little.  But  both  com- 
panies still  clearly  bear  the  stamp  of 
this  strong-minded  pioneer. 

Below  are  descriptions  of  11  of  the 
leading  conglomerates  and  of  the  men 
who  run  them. 


our  executive  office. 
The  presidents  of 
each  group  are  also 
executive  vice  presi- 
dents of  the  parent 
company  and  are 
part  of  the  office. 
We  have  good  com- 
munication with 
each  other.  We  have 
few  surprises  and 
they  are  minor. 
Mainly,  we  are  tak- 
ing what  we  have,  pruning  it,  in- 
creasing earnings,  but  not  ruling  out 
anything  good  coming  our  way.  We 
think  we  can  continue  to  show  good 
earnings  growth  in  the  years  ahead." 

Don't  knock  it.  Not  with  a  17%  re- 
turn on  equity. 


Powers 


stock.  The  common 
dividend  went  up 
from  40  cents  to  60 
cents  in  June  and 
the  Reddigs  promise 
another  increase  be- 
fore the  year  is  out. 
Now  you  can  buy 
it  for  income.  "Per- 
haps," says  Ed  Red- 
dig, "when  we  get 
finished,  conglom- 
erate may  not  evei' 
be  a  dirty  word 
anymore." 


Reddig 


make  2-f2=5. 

Kelly  was  also  a  very  lucky  man. 
He  departed  Litton  in  1965  when  it 
was  riding  high  and  liquidated  his 
Litton  stock.  He  got  out  at  between 
$100  and  $70  a  share  and  walked  off 
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with  a  fortune;  the 
stock  was  recently  at 
8.  In  that  sense  he 
was  luckier  than 
Chairman  Charles 
"Tex"  Thornton  who 
has  seen  his  paper 
worth  shrivel  from 
well  over  $100  mil- 
lion to  $8  million. 

But  Crosby  Kelly 
didn't  thrive  in  pub- 
He  relations  outside 
Litton  arid  so  now, 
at  55,  he's  back 
home,  again  a  Litton 
Kelly  senior  vice  president. 

What  went  wrong  with  the  image, 

the  concept,  Forbes  asked? 

Kelly   tends   to   put   the   blame   on 

Roy  Ash  who  now  sits  in  the  White 


House,  overseeing  President  Nixon's 
Office  of  Management  &  Budget.  Ash 
wasn't  cold-blooded  enough,  says  Kel- 
ly. He  was  too  slow  in  cutting  off  un- 
profitable ventures. 

Ah,  but  the  new  president!  says 
Kelly.  His  name  is  Fred  W.  O'Green, 
and  he's  different.  He  already  has  cut 
out  $288  million  in  sales,  oiu"  10% 
of  the  company,  and  there's  still  more 
to  go. 

Are  security  analysts  impressed  by 
news  about  the  new  man?  No,  Kelly  * 
concedes.  "Some  have  been  looking 
at  Litton's  huge  contract  dispute  with 
the  Navy  and  saying  'Don't  bother 
me.  Come  back  in  a  few  years.' " 
But,  Kelly  says,  the  Japanese  are  lis- 
tening, as  well  as  some  of  the  Euro- 
peans, and  "next  trip  I'll  have  my  insti- 
tutional man  stop  off  at  places  like 


Teledyne 


Fiscal  1972  sales:  $1.2  billion.  Earnings  per  share:  $1.62.  P I E:  5. 


Teledyne  founder  and  chairman,  Dr. 
Henry  E.  Singleton,  is  the  sort  of 
man  who  expects  you  to  take  him  and 
his  works  on  faith.  He  will  talk  elo- 
quently about  his  company  and  its 
goals,  but  always  in  the  broadest 
terms  and  focusing  on  the  long  run. 
This  may  be  one  reason  Teledyne's 
onetime  high-flying  stock  now  sells  for 
only  about  five  times  expected  fiscal 
1973  earnings;  investors  are  less  like- 
ly these  days  to  trust  in  generalities. 

"It's  a  pity,"  says  one  security  ana- 
lyst, Robert  M.  Hanisee  of  Los  An- 
geles' Stern  Frank  Meyer  &  Fox.  "This 
company  held  up  beautifully  in  the 
downturn.  It  knew  when  to  stop  mak- 
ing acquisitions.  It  is  loaded  with 
good  management  in  depth."  Yet,  he 
says,  people  don't  trust  it. 

People  who  know  Dr.  Singleton 
attribute  the  situation  to  Singleton's 
scorn  of  Litton  Industries  and  its  cul- 
tivation of  security  analysts.  Listen  to 
City  Investing's  George  Scharffenberg- 
er  on  Singleton:  "Henry  is  a  scientific 
genius,  but  he  distrusts  financial  men; 
it  goes  back  to  his  clash  with  [Roy] 
Ash.  To  this  day,  Henry  calls  Litton 
'a  company  of  bookkeepers.'  " 

Gulf  &  Western 


But  Henry  Singleton  got  a  shock 
last  year.  Teledyne  was  loaded  with 
cash  and  its  stock  seemed  to  be  drag- 
ging bottom.  He  made  a  tender  of- 
fer for  1  million  shares  at  $20.  To 
his  surprise,  8.9  million  shares  were 
tendered,  over  26%  of  the  outstanding 
common.  His  pride  wounded,  Single- 
ton insisted  on  taking  all  $180  mil- 
lion—and in  the  process  decreased 
Teledyne's  working  capital  and  add- 
ed 56%  to  his  long-term  debt. 

Since  then  there  have  been  signs 
that  Teledyne  is  becoming  a  bit  less 
aloof.  Forbes  recently  talked  at  some 
length  with  Teledyne  President  Dr. 
George  A.  Roberts  about  the  big 
stock  buy-in.  He  defended  it  on  the 
ground  that  it  would  help  raise  Tele- 
dyne's fully  diluted  earnings  (to 
around  $2.45  a  share)  for  the  fiscal 
year  ending  Oct.  31,  1973.  Sure,  in- 
terest costs  were  high  on  the  money 
borrowed  to  make  the  offer,  but  in- 
terest is  deductible.  Overall,  the  buy- 
in  would  enhance  earnings  and  asset 
value  behind  each  remaining  share. 

Roberts  claims  that  128  of  Tele- 
dyne's 130  divisions  are  making  mon- 
ey. "One  loser,"  he  said,  "is  a  small 


Hong  Kong,  Singapore  and  Beirut." 
Instead  of  merchandising  synergy, 
Kelly  now  is  merchandising  the  tale 
of  a  tough  cost-cutter  who's  going 
to  turn  the  whole  thing  around. 
Kelly  has  to  tell  the  story  carefully 
though.  "We  can't  say  too  much  now 
because  it  might  create  panic  among 
thousands  of  employees  because  of 
possible  consolidations  and  divesti- 
tures. We  made  the  mistake  of  saying 
we  got  rid  of  Stauffer  Food  because 
it  didn't  fit  in  with  our  mainstream. 
Now  people  want  to  know  what  our 
mainstream  is." 

Which  is?  "Well,  we  haven't  figured 
it  out  yet.  No  synergism  or  managing 
earnings.  But  whatever  we  come  up 
with  it  will  have  something  to  do 
with  technology." 

Everything  clear,  now? 


Singleton 


drafting  supply  op- 
eration—where we 
aie  changing  the 
president.  The  oth- 
er is  the  Packard- 
Bell  TV  set  busi- 
ness; maybe  we 
have  too  small  a 
market  share." 

Teledyne's  other 
consumer  opera- 
tions, Roberts 
claims,  are  doing 
well:  chiefly  Water 
Pick,  Acoustic  Re- 
search high-fidehty  equipment  and 
Olson  retail  stores.  In  specialty  metals, 
devaluation  helped.  Semiconductors, 
a  problem  for  Teledyne  as  for  nearly 
everyone  else,  "is  not  a  problem  any 
longer,"  Roberts  says.  Continental  Mo- 
tors? It  is  profitable,  but  is  being 
hurt  by  moving  a  plant  and  develop- 
ing a  new  engine.  Defense  has  been 
quiet  because  of  the  recession  in  the 
aerospace  industry.  Oil  exploration 
and  seismic  survey  are  booming.  In- 
surance continues  to  do  well. 

"Basically,"  Roberts  says,  "we  are 
happy  with  this  company  and  the  way 
it  is  going." 


Fiscal  1972  sales:  $1.7  billion.  Earnings  per  share:  $3.31.  P/E:  5. 


They  say  Charlie  Bluhdorn  is  lucky. 
That  he  should  have  gone  bust  when 
Jimmy  Ling  did.  He  was  overreaching 
himself,  a  speculator,  not  an  opera- 
tions man.  What  was  he  doing  buying 
a  movie  company?  A  sugar  company? 
A  paper  company?  Why,  the  man 
would   buy   anything.    What   did   he 


know  about  any  of  these  businesses? 
Was  it  luck  alone,  though,  that 
brought  Gulf  &  Western  through  the 
recession  of  1970  and  on  to  a  huge 
earnings  surge  in  the  year  ended  this 
July?  G&W  looked  so  sick  in  the  spring 
of  1970  that  it  sold  under  $10  a  share; 
today,  in  this  fiscal  1974,  it  is  earn- 


ing better  than  $4.50  a  share. 

No,  it  was  more  than  luck.  The  in- 
stincts that  made  Bluhdorn— who  im- 
migrated to  America  penniless  in 
1942— a  successful  commodity  trader 
also  made  him  a  shrewd  buyer  of 
companies.  Almost  everything  he 
touched  turned  out  to  be  a  bargain- 
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OUR  2200 
INDUSTRIAL  INDEMNITY 

AGENTS 


MAYSELLYOU 


OUR  COMPETITORS 
INSURANCE. 


J 


There  are  two  kinds  of  insurance  agents. 

Those  who  work  for  only  one  company  and  in' 
dependent  agents  who  represent  many  companies. 

Industrial  Indemnity  is  a  major  Crum  &  Forster 
insurance  company.  And  like  all  of  Crum  6? 
Forster's  6,300  producers,  the  2,200  agents  and 
brokers  who  represent  Industrial  Indemnity 
are  independent.  They  handle  our  workmen's 
compensation,  property  and  casualty  insurance, 
and  other  companies'  insurance  as  well. 
So  when  they  make  a  recommendation,  they 
have  no  obligation  to  suggest  our  insurance. 
Or  anybody  else's. 

This  independence  obviously  frees  the  agent 
to  give  you  the  kind  of  objective  advice  you 
already  expect  from  an  accountant  or  a  lawyer. 

If  one  of  our  agents  examines  your  situation 
and  then  recommends  one  of  our  competitors' 
policies,  he's  simply  doing  the  job  you  and  we 
want  him  to  do.  You  get  the  right  coverage  at 
the  right  price.  And  when  you're  satisfied,  he 
knows  you'll  continue  to  do  business  with  him. 
And  we're  motivated  constantly  to  improve 
our  coverage  and  service. 

So  far,  the  Crum  &  Forster  companies  have 
done  extremely  well  amid  this  unusually  intense 
competition.  In  a  field  of  over  2,700  property 
and  casualty  insurance  groups,  Crum  &  Forster 
is  number  16.  COT's  total  premium  volume  is 
$666.8  million,  its  net  worth  is  $432.4  million, 
and  assets  are  over  $1.4  billion. 


For  over  75  years,  Crum  &  Forster  has  been 
writing  insurance  only  through  independent 
agents.  And  while  everything  in  this  experience 
has  proven  the  value  to  you  of  using  them,  it's 
just  as  important  for  you  to  get  the  right  one. 

There  are  over  300,000  independent  insurance 
agents  in  the  country.  But,  as  we  said,  only  2,200 
of  them  have  been  appointed  to  handle  Industrial 
Indemnity.  All  of  our  agents  and  brokers  are 
insurance  professionals  who  have  established 
their  personal  and  professional  reputations 
in  their  communities. 

Call  800-447-4700  toll-free  anytime. 
We'll  be  glad  to  give  you  the  names  of  the 
Industrial  Indemnity  agents  near  you.  Each 
of  them  would  be  happy  to  sit  down  with 
you  and  appraise  your  insurance  situation  and 
to  then  give  you  his  expert,  objective  opinion— 
without  any  obligation  to  you.  Or  to  us. 

We're  glad  to  recommend  him.  Even 
though  he  may  not  always  recomraend  us. 


INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMPANIES 

THE  POUCY  MAKERS. 


especially  the  movie  company  and 
the  sugar  company. 

"Eyeball  to  eyeball,  I  tell  you  this," 
says  Bluhdom,  speaking  with  a  trace 
of  his  native  Viennese  accent  and 
thumping  on  the  table  as  he  speaks: 
"They  said  Paramount  Pictures  would 
bankrupt  me.  They  said  the  same 
about  sugar.  When  I  bought  New  Jer- 
sey Zinc,  everyone  treated  it  like  a 
joke.  'Look  at  what  that  crazy  man 
has  done  now,'  they  said."  Thump. 
Thump.  Thump. 

Okay,  Forbes  said,  but  1973  is  a 
boom  year.  What  about  a  1974  re- 
cession? How  would  Gulf  &  Western 
fare  then? 

"I  can  tell  you  exactly  what  would 
happen,"  Bluhdom  snapped.  "Mov- 
ies? We  have  no  Godfather  to  release 
early  this  fiscal  year,  but  products 
for  TV  will  be  better.  Paper  Moon 
is  doing  very  well.  Great  Gatsby's  pro- 
duction costs  have  been  kept  under 
$6  million,  and  I  have  read  the  script 
for  Godfather  II,  and  it's  sensational. 
Let  me  say  for  the  first  time  to  any- 
one: The  Great  Gatshy  and  Godfather 


II  will  both  be  as  big  as  our  two  pre- 
ceding blockbusters.  Love  Story  and 
Godfather  7— maybe  bigger. 

"Manufacturing?  You  think  it  will 
go  down?  I  agree,  but  the  man  run- 
ning it,  Guy  H.  Pitts,  does  not,  and  it 
is  showing  a  tremendous  push  now, 
much  better  than  I  expected. 

"High  interest  means  trouble  for 
our  finance  company.  Associates,  but 
they  will  not  fall  down  to  where  they 
were.  They  have  been  cutting  over- 
head expenses  and  arranged  for  iriore 
long-term  money.  Financially,  Asso- 
ciates is  in  beautiful  shape.  In  this  new 
fiscal  year  it  will  do  well,  but  not 
as  well  as  last  year. 

"Let  me  take  you  through  our  com- 
modity-based businesses  candidly.  We 
are  based  on  the  assumption  that 
America  can't  control  inflation.  The 
Government  has  created  a  catastroph- 
ic shortage  in  zinc  and  zinc  oxide 
which  should  last  at  least  five  years. 
Sugar?  We  are  sold  out  through  1975." 

Thump.  Thump.  Next  year's  earn- 
ings will  be  higher  than  this  year's  $4, 
Bluhdom  says,  and  he  goes  on  to  dep- 


recate G&W's  $1 
billion  in  debt  as  a 
serious  burden.  "It's 
low  interest,"  he 
says,  "and  much  of 
it  is  due  at  the  end 
of  the  century. 

"The  last  five 
years  were  damned 
tough."  Thump. 
Thump.  "But  we've 
<  got  through  them, 
and  we'll  be  around 
for  the  next  five." 

No  questions 
about  it.  Charlie 
Bluhdom  is  a  tiger,  but  that's  what 
worries  some  people.  He  enjoys  the 
chase  and  the  kill— but  maybe  he 
loves  the  danger  as  well.  Why  else, 
when  everything  was  going  smooth- 
ly, did  he  make  his  lunge  for  that  ail- 
ing giant,  A6eP?  The  best  way  to  an- 
swer that,  of  course,  is  to  take  a  look 
at  the  record:  A  good  many  of  Bluh- 
dorn's  "mistakes"  ended  up  making  a 
good  deal  of  money  for  the  company 
and  its  stockholders. 


B/uhdorn 


Textron 


1972  sales:  $1.7  billion.  Earnings  per  share:  $2.32.  P  /  E:  8. 


The  fact  that  it  is 
the  blue  chip  of  the 
conglomerate  group 
isn't  helping  Textron 
much  in  the  stock 
market.  Its  common 
is  cinrently  selling 
down  63%  from  its 
alltime  high  of  57. 
"But  this  will 
change,"  shrugs 

President  G.  Wil- 
liam Miller,  an  ami- 
able, articulate  ex- 
Wall  Street  lawyer. 
Miller  cites  Tex- 
tron's  low  debt  ratio 
(24.4%);  its  strong 
positions  in  dozens 
of  markets;  its  third- 
generation  management.  He  says  that 
Textron  and  International  Telephone  & 
Telegraph  are  living  proofs  that  the 
conglomerate  idea  does  indeed  work. 
Moreover,  there  are  more  conglomer- 
ates than  people  think  there  are. 
Miller  cites  General  Electric  and  du 
Pont  as  two  venerable  companies  that 
have  long  and  successfully  practiced 
what  amounts  to  conglomerate  man- 
agement techniques. 

As  for  the  wilder  and  woolier  con- 
glomerates, Miller  predicts  that  those 
that  survive  will  gradually  become 
more  like  Textron.  "As  they  get  older, 
the  smarter  conglomerators  will  also 
lower  their  debt.  Sure,  the  world  is 


MlWet 


full  of  inflation,  which  justifies  debt, 
but  it  is  also  full  of  changes  and  sur- 
prises, when  debt  can  be  dangerous. 
This  lessening  of  the  risk  position  on 
debt  and  the  added  conservatism  in 
accounting  isn't  usually  adopted  while 
the  founder-entrepreneur  is  in  charge. 
Most  of  those  people  are  supersales- 
men  on  an  ego  trip,  and  they  general- 
ly don't  see  the  importance  of  doing 
this.  The  second- generation  manager 
—such  as  my  late  predecessor,  Rui)ert 
C.  Thompson,  a  banker— worried  more 
about  internal  growth  and  credibility 
with  The  Street. 

"Here's  how  believable  and  pure 
our  eamings  are:  We  took  our  last 
extraordinary  write-down  in  1955. 
Since  then  there  have  been  no  extraor- 
dinary items;  we  run  them  through 
the  income  statements," 

Wall  Street  has  a  few  reservations 
about  Textron,  though.  One  is  that 
its  eamings  grew  hardly  at  all  be- 
tween 1966  and  1971.  Miller  explains 
this  as  a  consequence  of  owning  Bell's 
aerospace  business.  Bell  made  big 
money  in  the  mid-Sixties  and  turned 
out  to  be  a  great  buy,  but  it  began 
to  slip  with  the  rest  of  the  defense 
and  aerospace  industry.  As  it  slipped, 
its  earnings  declines  counterbalanced 
gains  in  other  divisions,  so  that  Tex- 
tron overall  just  held  even.  Now, 
thanks  to  an  influx  of  commercial 
and  foreign  helicopter  orders.  Bell 
will  be  heading  up  again. 


Another  problem  is  Textron's  July 
purchase  of  an  insurance  company. 
The  Security  Corp.  In  these  suspicious 
days,  analysts  are  skeptical  about  con- 
glomerates that  buy  into  insurance. 
Are  they  doing  it  so  that  they  can 
"manage"  their  eamings  by  taking  in 
old  capital  gains. 

Retorts  Miller:  "We  didn't  buy  an 
insurance  company  with  a  lot  of  sur- 
plus surplus  so  we  could  manage  our 
eamings.  We  bought  it  for  what  it 
could  earn  from  operations  for  us. 
When  the  analysts  see  this,  they'll 
relax.  We  will  carefully  separate  any 
capital  gains  so  they  can  be  identified, 
and  the  analysts  will  be  as  comfortable 
with  our  insurance  operation  as  they 
are  with  Sears'.  Over  the  next  decade 
our  insurance  profit  can  double  to 
the  $12-million  to  $15-million  range 
after  taxes." 

What  about  the  $57.6-million  pur- 
chase of  American  Research  &  De- 
velopment, General  Georges  Doriot's 
venture  capital  grab  bag  of  small  tech- 
nology companies? 

"ARD  ofi^ers  Textron  a  window  into 
new  enterprise,  new  technology  and 
markets.  Actually  it's  not  so  ditferent 
from  what  we  have  been  doing.  We 
are  very  good  at  evaluating  invest- 
ments and  strengthening  operations." 

Best  of  all,  with  its  low  debt  Tex- 
tron has  been  buying  in  at  shaiply 
reduced  prices  all  the  Textron  shares 
it  needed  to  buy  ARD.  So,  in  effect, 
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Corporate  Capsules  from  A.H.  Robins 


Little  known  facts  about 

one  of  America's  most  interesting 

and  diversified  companies 


Ambassadors  of  good  health! 

A  quarter  of  a  century  ago  A.  H.  Robins 
health  care  products  were  virtually 
unknown  outside  the  United  States. 
Today,  the  company  distributes  pharma- 
ceuticals in  more  than  70  countries 
throughout  the  world  and  employs  nearly 
1,700  people  in  its  overseas  operations. 


TiBSted  and  proved  under  fire ! 

Chap  Stick®  Lip  Balm,  although  born  about 

the  turn  of  the  century,  "grew  up"  during 

World  War  II  when  as  G.I.  issue  it  was 

packaged  in  an  olive  drab  tube  in  two  forms, 

one  for  cold  climate  and  the  other  for  the 

A,  tropics.  When  the  service  men  came 

*  home,  they  continued  to  buy  the  product. 

Today  this  "veteran"  lip  balm  is 

a  household  word. 


Aperfnme  named  afteravillage! 

Caron's  perfume,  Bellodgia,  was  named 
after  Bellagio,  a  romantic  village  on  Italy's 
Lake  Gomo.  Many  French  perfumers  have 
tried  to  copy  the  fragrance,  but  no  one 
has  ever  been  able  to  duplicate 
the  blend  of  80  ingredients. 


This  dog  is  registered? 

This  diagrammatic  dog  which 
illustrates  the  effectiveness  of 
Sergeant's®  Flea  Collar  is  registered, 
not  with  the  American  Kennel  Club, 
but  m  the  U.S.  Patent  Office - 
as  a  trademark! 


A  diversified  international  corporation 


in  more  than  70  countries. 
AH.  Robins  Company,  Richmond,  Va  23220 


AH'I^OBINS 
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Soy  proteins . . .  and 
the  art  of  anticipating 
a  market. 


When  you  find  a  growth  market . .  .  and  a  company  that's 
well  established  in  that  market,  chances  are,  it's  no  accident. 

Fifteen  years  ago,  when  we  began  refining  soy  proteins, 
they  were  practically  unknown  outside  of  health  food  stores. 
Now,  they're  one  of  the  fastest-growing  segments  of  the  food 
industry,  and  a  major  end-product  of  American  agriculture. 
You'll  find  them  on  the  ingredient  list  of  literally  hundreds  of  food 
products  from  breakfast  cereals  to  diet  drinks,  snack  foods, 
bakery  goods  and  processed  meats. 

At  Central  Soya,  we  process  and  market  what  is  probably 
the  broadest  line  of  soy  proteins  produced  by  any  single 
company-  They're  available  in  a  variety  of  forms  and  grades, 
with  protein  percentages  ranging  from  forty-four  to  ninety-seven 
percent.  And,  we're  just  scratching  the  surface  when  it 
comes  to  putting  them  to  work. 

If  you'd  like  to  know  more  about  the  rapidly-growing  markets 
we  serve,  write  for  our  annual  report,  and  our  colorful  booklet, 
"The  new  World  of  Central  Soya." 


CENTRAL SOYA 


Fort  Wayne.  Indiana  46802 


4 

It  takes  570  pounds 
of  one  to  galvanize 


a  ga^bo. 


These  days  it's  the  thing  to  set  up  a 
Shangri-La  in  your  own  backyard.  A  prefab 
galvanized  steel  gazebo.  Galvanized  steel  is 
steel  with  a  zinc  coating.  We  mine  about 
570  pounds  of  ore  to  obtain  enough  zinc 
to  weatherproof  one  of  these  pleasure  donnes. 
Galvanized  steel  use  is  growing  at  a  faster 
pace  than  the  rest  of  the  econonny.  Because  it's 


practical,  reasonable,  and  stylish.  In  car  and 
truck  bodies,  boats,  house  and  trailer  sidings, 
buildings,  machine  and  appliance  housings. 
Asarco  is  a  major  producer  of  various  grades 
of  zinc  used  for  galvanizing.  Zinc  is  one  of 
24  basic  materials  we  supply  for  changing  lives 
in  changing  times.  You'll  find  them  all 
through  120  Broadway,  New  York,  N.Y.  10005. 


ASARCO 

AMERICAN  SMELTING  AND  REFINING  COMPANY 


the  venture  capital  business  will 
make  its  contribution  without  dilut- 
ing equity. 

"Textron  is  a  good  investment  for 
the  same  reason  it  was  in  the  early 
Sixties,"  Miller  says.  "Then  we  went 


through  a  similar  period  when  no  one 
wanted  our  stock.  So  the  investor  to- 
day has  an  opportunity  for  double 
leverage.  He  will  enjoy  the  benefits 
of  rising  earnings  and  dividends  and 
a  sharply  improved  P/E  ratio  when 


conditions  are  more  normal. 

"Do  the  arithmetic.  If  between 
now  and  1980  Textron  does  increase 
earnings  10%  yearly  on  average,  it 
will  almost  certainly  enjoy  a  P/E  of 
15  or  better,  vs.  today's  8." 


Fuqua  Industries 


1972  sa/es:  $434  million.  Earnings  per  share:  $1.81.  P/E:  6. 


If  you  like  J.B.  Fuqua,  you'll  love 
Fuqua  Industries.  Otherwise,  you 
might  feel  that  it  isn't  so  much  a  com- 
pany as  it  is  a  kind  of  personal  in- 
vestment portfolio. 

Every  year  Fuqua  buys  some  com- 
panies and  sells  some.  He's  been  in 
and  out  of  camping  equipment,  voca- 
tional schools,  seed  corn.  As  a  con- 
sequence the  critics  ask:  How  can 
you  analyze  the  company?  What  does 
the  historical  record  really  mean? 

There's  an  answer  to  the  critics: 
Overall,  Fuqua  keeps  on  growing. 

Right  now,  Fuqua's  biggest  holding 
is  a  major  trucker.  Interstate  Motor 
Freight  System.  "We  wanted  a  com- 
pany that  would  give  us  a  big  in- 
crease  in   earnings   at  one   bite,   the 


type  of  business  that  you  could  take 
the  earnings  right  from.  I  call  such 
businesses  cash  cows.  The  opposite 
are  cash  hogs." 

Fuqua  says  he  wants  companies 
in  premium-priced  products  with  high 
margins,  not  low  ones,  in  distributing 
fashion-dependent  goods,  not  in  man- 
ufacturing them. 

Every  dollar  the  trucking  company 
makes  can  be  taken  out  in  dividends 
to  the  parent  company.  Its  facilities 
are  kept  modem  on  depreciation  and 
the  investment  tax  credit.  The  cash 
flow  enabled  Fuqua  to  acquire  enough 
recreational  companies  that  they  ac- 
counted for  45%  of  his  sales  last  year. 

Unless  you  spend  your  free  time 
contemplating    your    navel,    J.B.    has 


something  to  sell 
you,  from  lawn  and 
garden  equipment 
to  snowmobiles  and 
broadcasting. 

He  is  also  in  some 
farm-related  busi- 
nesses, but  he  wants 
out  because  the  com- 
panies are  closer  to 
being  cash  hogs  than 
cash  cows.  If  he 
could,  he'd  pick  up 

an  insurance  company  "for  stability." 

Obviously,  another  cash  cow. 

Is  Fuqua  a  good  company?  Wrong 

question.  The  right  question:  Is  J.B. 

Fuqua  a  man  you'd  put  in  charge  of 

your  money? 


Fuqua 


Walter  Kidde 


1972  sales:  $832.4  million.  Earnings  per  share:  $2.85.  P/E:  6. 


It's  a  funny  TmNG.  Royal  Little 
started  the  conglomerate  movement, 
but  only  two  major  conglomerates 
grew  out  of  his  work:  Textron  and 
Indian  Head.  It  is  the  old  Litton  gang 
that  is  really  running  the  conglomer- 
ate business:  Teledyne,  City  Invest- 
ing, not  to  mention  United  Aircraft's 
President  Harry  Gray  now  trying  to 
absorb  conglomerate  Signal. 

And  Walter  Kidde.  Its  boss,  Fred 
Sullivan,  came  out  of  Litton  to  turn 
a  small  fire  extinguisher  company,  in- 
to a  three-legged  conglomerate: 

1)  Around  the  fire  extinguisher 
business  SuUivan  has  grouped  his 
"safety  operations,"  such  as  guard 
services  and  bank  vaults. 

2)  LCA,  the  world's  biggest  maker 
of  residential  lighting  equipment,  is 
the  heart  of  a  group  of  companies  in 


housewares  and  small  appliances. 

3)  Industrial  equipment,  including 
Grove  Manufacturing,  a  maker  of 
mobile  hydraulic  cranes.  Grove  is  the 
biggest  Kidde  moneymaker. 

A  nice  mix  that,  and  one  that  wotild 
probably  sell  at  a  good  price/ earn- 
ings ratio  in  spite  of  the  conglomer- 
ate label.  Alas!  There  is  a  very  sharp 
thorn  on  this  fiscal  rose.  It  is  called 
U.S.  Lines. 

They  call  U.S.  Lines  "the  Ghost 
Ship."  They  call  it  that  because  it  is 
no  longer  consolidated  on  Kidde's 
books.  After  grabbing  the  company 
in  1969  and  talking  about  new  con- 
cepts in  transportation,  Sullivan  real- 
ized he  had  neither  the  knowhow  nor 
the  capital  to  handle  the  shipping 
business.  Why  then  did  he  reach  for 
it?  Probably  because  he  was  restless 


with  his  collection 
of  profitable  little 
businesses;  being  a 
true  Litton  alumnus 
he  wanted  some- 
thing big.  Well,  he 
got  it.  But  now  he 
can't  get  rid  of  it. 
He  thought  he  had 
U.S.  Lines  sold  to 
R.J.  Reynolds,  but 
the  Justice  Depart- 
ment objected  be- 
cause RJR  was  al- 
ready big  in  ship- 
ping. So,  Kidde  has  $65  million  tied 
up  in  a  ghost  ship. 

It's  a  kind  of  dog-with-the-bone 
story.  If  only  Sul'ivan  had  stayed  with 
lamps  and  fire  extinguishers  and  hy- 
draulic cranes! 


Sullivan 


U.S.  Industries 


1972  sales:  $1.6  billion.  Earnings  per  share:  $2.40.  P/E:  5. 


Arthur  S.  Nicholas,  U.S.  Indus- 
tries' new  president,  conceded  that 
things  hadn't  been  going  too  well  at 
the  company.  But,  he  added,  the 
situation  was  now  well  in  hand.  "The 
surprises  at  USI  are  definitely  over," 
he  told  Forbes. 


Two  weeks  later,  after  exactly  six 
months   in  oflBce,   Nicholas  was  out. 

There  may  yet  be  more  surprises 
in  store  for  this  troubled  conglomerate. 
USI  is  the  ultimate  conglomerate.  It 
has  made  something  over  100  ac- 
quisitions, few  of  them  very  big,  and 


out  of  these  little  outfits  Chaiiman 
I.  John  Billera  stitched  together  a  $1.6- 
bniion  company.  By  keeping  the  units 
small— so  the  idea  was— USI  would 
preserve  the  entrepreneurial  spirit;  by 
combining  them  under  one  roof,  it 
would  greatly  strengthen  the  units. 
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But  the  problem  was  control:  Har- 
old Geneen  has  shown  he  can  control 
ITT's  far-flung  companies.  But  appar- 
ently Billera  was  no  Geneen. 

In  1971  there  was  a  disaster  in 
USI's  wig  business.  A  serious  audi- 
tor's error  was  discovered  in  1972, 
when  there  was  a  bad  bath  in  USI's 
health  spa  chain.  To  make  matters 
worse,  while  the  bad  surprises  were 
nicking  earnings,  so  were  many  of  the 
good  surprises.  Most  USI  acquisitions 
were  made  on  a  contingency-payment 
basis;  that  is,  the  more  money  the  ac- 

Studebaker-  Worth  ington 


Nicholas 


quisition  made  un- 
der the  USI  ban- 
ner, the  more  dol- 
lars of  USI  shares 
its  former  stockhold- 
ers got  as  the  price 
of  its  common  fell. 

Nicholas  was  put 
in  charge  to  do 
what  needed  to  be 
done.  He  began 
shucking  off  units 
that  didn't  fit;  in  the 
past  "fit"  was  never 


a  consideration.  But  under  the  new 
administration  USI  stopped  making 
acquisitions  on  a  contingency-share 
basis.  It  began  hacking  away  at  its 
tangled  mass  of  debt. 

Now  USI  has  a  new  chief  execu- 
tive, Vice  Chairman  Charles  E.  Selec- 
man.  He  says:  "Like  most  conglomer- 
ates, we're  going  through  a  digestion 
period,  but  after  all,  we're  heading  to- 
ward record  earnings." 

But  the  abrupt  departure  of  Nicho- 
las is  not  going  to  be  reassuring  to 
investors. 


1972  sa/es:  $879.4  mi/lion.  Earnings  per  share:  $5.20.  P/E:  6. 


Almost  alone  among  today's  con- 
glomerators,  Studebaker-Worthing- 
ton's  Derald  Ruttenberg  still  favors 
the  so-called  spin-off  technique  that 
Jimmy  Ling  made  famous.  Using  that 
technique,  you  don't  own  all  your 
companies  outright;  you  sell  a  mi- 
nority interest  in  some  ventures  to  the 
public.  This  technique  has  a  number 
of  advantages,  but  the  chief  of  them 
is  this:  Your  entire  company  does  not 
get  plastered  with  the  price/ earnings 
ratio  of  the  weakest  of  its  parts.  If 
you  have  a  glamoxir  division,  you 
hope  to  get  it  a  glamour  P/E.  And 
then  you  can  use  that  glamour  unit's 
shares  to  make  acquisitions. 

So  when  Studebaker-Worthington 
makes  an  acquisition,  often  the  parent 
company  doesn't  do  it;  more  likely  it 
is  one  of  its  partly  owned  operations 
that  does  it— Wagner  Electric  or  Onan 

City  Investing 


or  STP  or  Clarke-Gravely. 

Studebaker-Worthington  is  chiefly 
an  industrial-oriented  conglomerate; 
STP  oil  additives  and  other  auto  ac- 
cessories, a  chain  of  gasoline  stations 
and  Gravely  garden  tractors  are  among 
its  few  consumer  businesses.  Never- 
theless, Studebaker-Worthington  is  a 
very  diverse  outfit.  Says  Ruttenberg: 
"I'd  like  to  be  able  to  tell  you  that 
there  is  a  general  theme  to  the 
businesses  we  are  in,  but  that's  just 
not  the  case.  We  look  for  good  eco- 
nomic ventvues  on  which  we  can  make 
a  reasonable  return  and  which  are 
not  high-priced.  Since  the  Sixties,  our 
major  acquisitions  have  been  oppor- 
tunistic." An  example:  The  Pasco  sat- 
ellite's acquisition  last  year  of  the  Sin- 
clair Oil  Properties  that  Atlantic  Rich- 
field was  forced  to  divest. 

Studebaker-Worthington,  like  most 


1972  revenues:  $1.7  billion.  Earnings  per  share:  $1.67.  P/E:  6. 


You  CAN  CALL  Gcorgc  Scharffenberger 
the  coy  conglomerator.  His  two  big- 
gest acquisitions,  Home  Insurance  and 
Rheem  Manufacturing,  came  to  him 
not  through  his  own  aggressiveness, 
but  seeking  refuge  from  raiders.  He 
made  a  pass  at  M-G-M,  the  big  movie 
outfit,  but  backed  off  after  serving 
one  term  on  the  board:  too  unpre- 
dictable, he  thought.  He  did  pick  up 
control  of  Moore  &  McCormack,  the 
shipping  company,  but  is  now  look- 
ing for  a  buyer:  too  many  uncon- 
trollable elements,  he  figured. 

He  did  go  heavily  into  mobile 
homes,  buying  into  Guerdon,  whose 
market  share  slipped  badly  and 
which  recently  had  to  bring  in  a 
new  boss.  Two  of  his  three  aerospace 
acquisitions  bombed. 

Scharffenberger  got  into  General 
Development,  the  big  Florida  land 
developer,  not  because  he  went  after 


it,  but  because  a  big 
block  of  stock  was 
for  sale  on  behalf  of 
a  holder  who  man- 
agement felt  was 
giving  the  company 
a  black  eye.  City  In- 
vesting now  owns 
53%  of  GD,  but  it  is 
hardly  getting  rich 
from  it;  GD  current- 
ly sells  for  only  a 
little  over  seven 
times  earnings. 

Home  Insurance 
is  doing  well— it 
kicked  in  "some- 
where under  70%  of  City's  1972  after- 
tax earnings."  But  then  City  is  sup- 
posed to  be  a  conglomerate,  not  an 
insurance  company.  By  1978  he 
hopes  insurance  will  be  only  50%. 
Scharffenberger  sees   big  potential 


Scharffenberger 


heavily  industrial 
companies  these 
days,  earns  only  a 
moderate  return  on 
its  assets.  In  spite 
of  considerable  lev- 
erage from  debt,  it 
netted  just  11%  of 
stockholders'  equity 
last  year,  which  is 
on  the  low  side 
for  a  conglomerate. 
And  though  its 
stock— at  around  36 
a  share— is  one  of 
the  higher  priced 
conglomerate  stocks 
(there  are  only  3.6  R„„enberg 
million  shares),  Stu- 
debaker-Worthington's  P/E  is  no  bet- 
ter than  anybody  else's:  about  six 
times  diluted  1973  earnings. 


building  homes  on  land  people  bought 
years  ago  from  General  Development. 
He  also  has  high  hopes  for  Sterling 
Forest,  a  desirable  22,000-acre  tract 
that  City  owns  not  far  from  New 
York  City.  This  property  was  one  of 
City's  original  assets  and  has  been 
partly  developed,  but  more  intensive 
development  (and  $100  million  in 
profits)  is  stalled  by  local  zoning  laws. 
Scharffenberger  bemoans  "this  curse 
of  conglomeration,  this  absurd  un- 
derevaluation  of  assets."  Unless  things 
get  better  for  the  stock  than  the  cur- 
rent six  times  earnings,  the  coy  con- 
glomerator may  drop  the  conglomerate 
idea  altogether,  he  muses.  One  way 
out  would  be  to  break  the  company 
up  again  into  totally  independent 
component  parts,  perhaps  through 
spinoffs.  Another  would  be  to  sell  out 
to  foreign  interests.  "I've  talked  to  a 
few,"  George  Scharffenberger  admits. 
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Sometimes  the  grass  is  greener 
on  your  own  side  of  tlie  fence. 


1^ 


At  Richmond  Corporation  we  firmly 
believe  in -staying  in  our  own  field. 
Sticking  with  what  we  know.  Namely, 
financial  services. 

So,  although  we're  flexible,  you 
haven't  found  us  acquiring  companies 
unrelated  to  our  present  affiliates. 

Because  staying  with  products 
and  services  we  laiow  (aimed  at 
markets  we  understand)  does  more 
than  save  time,  money  and  costly 
mistakes.  It  amplifies  our  opportuni- 
ties for  joint  ventures  and  cross- 
marketing  considerably. 


Richmond  Corporation. 

We're  a  holding  company  with 
eleven  affiliates  in  insurance,  mutual 
funds,  real  estate  and  allied  financial 
services.  With  consolidated  assets  of 
more  than  a  billion  dollars . 

Marketing  interrelated  products 
and  services  throughout  the  U.  S., 
Canada,  Puerto  Rico,  the  Bahamas, 
Guam  and  the  Virgin  Islands. 

How  green  has  the  grass  been  on 
our  side  of  the  fence? 

The  five  year  figures  tell 
the  story. 


Net  operating  income  per  share 
$4.00 

■ 

3.00 

■Hj 

2.00^ ^^I^MI 

m 

■ 

1.00 

^1 

■ 

.00 

^1 

■ 

1968        69       70       71       72 

RICHVIOISD 

CORPORATION 

Look  into  us  for  all  we're  worth. 


Richmond  Corporation,  91 4  Capitol  St.,  Richnnond,  Virginia  2321 9/The  Life  Insurance  Company  of  Virginia/Lawyers  Title  Insurance  Corporation/Leatherby 
Companies,  Inc./t^orton  G.  Thalhimer,  Inc./lnsurance  Management  Corporation/First  Virginia  Management  and  Research  Corporation/DANAC  Real 
Estate  Investment  Corporation/Systems  Engineering  Corporation/Insurance  Finance  Company/Actuarial  Planning  Inc./Old  Equity  Financial  Corporation 


"The  Curse  of  Conglomeration  " 

While  ITT  still  commands  seven  times  earnings,  six  and  five  are 
much  more  typical  for  conglomerates. 


1967-73 
Price  Range 

Company 

Recent       r- 
Price 

Earnings 
1972 

Per  Share 

-^ ^ 

1973  est.* 

Price/ 

Earnings 

Ratiot 

Indicated 

Dividend 

Rate 

Yield 

401/2-61/8 

Aico  Standard 

$  8.13 

$1.05 

$1.60 

5 

$0.36 

4.4% 

74-6 

A-T-O 

7.25 

0.91 

1.25 

6 

0.16 

2.2 

653/8-8 

Avco 

9.50 

1.91 

2.26 

4 

None 

— 

61 1/8 -5 1/2 
461/4-33/4 

Bangor  Punta 
Bath  Industries 

7.88 
19.00 

1.05 
2.51 

2.10 
2.90 

4 

7 

None 
0.30 

1.6 

441/4-111/2 

Chromalloy  American 

12.00 

1.87 

2.15 

6 

0.70 

5.8 

391/4-101/8 
83-121/2 

City  Investing 
Colt  Industries 

11.88 
14.13 

1.67 
1.81 

1.90 
2.60 

6 
5 

0.60 
0.70 

5.1 
5.0 

351/4-123/4 

Eagle-Picher  Industries 

24.25 

2.60 

3.10 

8 

0.97 

4.0 

443/8-145/8 

FMC 

17.25 

2.03 

2.20 

8 

0.85 

4.9 

41-63/8 

Fuqua  Industries 

12.00 

1.81 

2.09 

6 

None 

— 

453/8-65/8 

General  Host 

10.25 

1.21 

1.80 

6 

None 

— 

335/8-12 

General  Tire  &  Rubber 

18.25 

3.27 

4.00 

5 

1.10 

6.0 

541/4-197/8 

W.  R.  Grace 

22.75 

2.15 

2.60 

9 

1.50 

6.6 

26^8-13 

Greyhound 

15.25 

1.67 

1.85 

8 

1.04 

6.8 

641/4-91/2 

Gulf  &  Western  industries 

24.25 

3.31 

4.00 

5 

0.96 

4.0 

505/8-141/4 

Illinois  Central  Industries 

18.25 

2.81 

3.05 

6 

1.22 

6.7 

461/2-14 

Indian  Head 

18.50 

2.56 

3.05 

6 

1.00 

5.4 

351/2-83/4 

InsiIco 

9.25 

1.31 

1.50 

6 

0.70 

7.6 

673/8-291/2 

ITT 

32.00 

3.80 

4.30 

7 

1.40 

4.4 

27-91/4 

lU  International 

24.25 

1.65 

2.20 

11 

0.75 

3.1 

247/8-4 

Kaiser  Industries 

6.75 

0.15 

0.70 

10 

None 

— 

401/2-7/8 

Keene 

4.00 

0.84 

0.70 

6 

0.10 

2.5 

783/4-141/4 

Walter  Kidde 

19.50 

2.85 

3.40 

6 

0.60 

3.1 

571/4-7 

Leasco 

11.13 

2.52 

2.80 

4 

0.40 

3.6 

1041/4-63/4 

Litton  Industries 

8.25 

dO.23 

1.05 

8 

None 

— 

61 1/2 -31/2 

Loews 

23.00 

3.65 

3.70 

6 

1.22 

5.3 

1 691/2 -71/8 

LTV 

9.88 

0.63 

3.47 

3 

None 

— 

373/4-51/4 

313/8-113/8 

Lykes-Youngstown 
Martin  Marietta 

5.75 
16.75 

0.43 
2.28 

1.50 
2.40 

4 

7 

None 
1.15 

6.9 

42-11 

Midland-Ross 

12.75 

1.42 

1.60 

8 

0.80 

6.3 

601/2-9 

605/8-85/8 

National  General 
Northwest  Industries 

28.38 
20.38 

5.33 
2.56 

6.70 
3.05 

4 

7 

0.50 
0.65 

1.8 
3.2 

247/8-55/8 

NVF 

13.38 

2.88 

3.75 

4 

None 

— 

52-65/8 

Ogden 

13.13 

1.68 

1.95 

7 

0.60 

4.6 

521/2-71/8 
447/8-151/4 

Rapid-American 
Rockwell  International 

15.88 
27.75 

2.33 
2.65 

3.25 
3.80 

5 
7 

0.50 
1.80 

3.1 
6.5 

267/8-41/4 
461/2-111/8 

931/4-441/2 

Royal  Industries 
Signal  Companies 
Singer 

7.13 
20.88 

50.75 

1.11 
1.90 
4.60 

1.45 
2.60 
5.20 

5 

8 

10 

None 
0.60 
2.40 

2.9 
4.7 

651/8-183/4 

721/4-323/8 

601/4-115/8 

323/4-171/2 

Sperry  Rand 

Studebaker-Worthington 

Teledyne 

Tenneco 

48.75 
36.00 
12.50 
20.88 

2.62 
5.20 
1.62 
2.50 

3.10 
6.30 
2.45 
2.70 

16 
6 
5 
8 

0.66 

1.32 

None 

1.36 

1.4 

3.7 

6.5 

577/8-151/8 

Textron 

20.63 

2.32 

2.65 

8 

1.00 

4.8 

401/4-103/4 

Transamerica 

11.50 

1.30 

1.55 

7 

0.55 

4.8 

593/4-201/4 
353/4-71/4 
353/4-71/4 
457/8-27/8 

TRW 

U.S.  Industries 

White  Consol.  Industries 

Whittaker 

24.75 

11.75 

12.63 

2.88 

2.22 
2.40 
2.00 
0.37 

2.70 
2.50 
2.25 

9 

5 
6 

1.04 
0.65 
0.60 

None 

4.2 
5.5 
4.8 

'Source:  Value  Line, 

Wellington  Monooemenf,  various  anolyjti  ond  companies,  primary  earnings 

sometimes  us 
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Bullish 
in  Ireland 


No  blarney: 

Ireland  can  make 

a  good  thing  of  Europe's 

appetite  for  beef. 

It's  got  the  green  grass, 

needs  the  green  investment. 

It  doesn't  look  anything  like  Texas 
or  the  Argentine  pampas,  and  it 
doesn't  have  cowboys  or  gauchos,  it 
has  farmers.  It  is  Ireland,  one  of  the 
only  places  in  the  world  that  current- 
ly has  a  beef  surplus. 

Americans  were  used  to  beef  for 
years,  of  course— one  reason  the  short- 
age of  it  came  as  such  a  shock  to 
them.  But  for  many  Europeans,  beef- 
eating  on  a  regular  basis  is  a  recent 
experience.  They  like  the  experience. 
Therefore,  any  country  that  has 
some  beef  to  sell  and,  more  impor- 
tant, has  room  to  expand  its  herd  is 
sitting  pretty  today. 

Ireland  has  a  low— 3  million— hu- 
man poptilation  and  a  low— one  cow 
for  every  two  acres— cattle  population 
as  well.  The  former  is  stable  and  the 
latter  is  being  built  up.  Rapidly.  "By 
1978-80  the  national  herd  coiild  be 
up  to  10  million  head.  It's  around  7 
million  today,"  says  Peter  Needham, 
head  of  the  Irish  Government  Live- 
stock &  Meat  Board.  "That  would 
mean  another  half-million  head  of 
cattle  available  for  export  on  top  of 
today's  1.5  milhon."  Also  involved 
could  be  a  welcome  $150-million 
credit  in  Ireland's  slender  balance  of, 
international  payments.  Ireland  will 
probably  never  make  a  major  dent  in 
the  world's  hunger  for  beef.  But  beef 
could  make  a  substantial  dent  in  Ire- 
land's hunger  for  a  better  standard  of 
living. 

What  has  happened  to  Irish  agri- 
culture is  the  Common  Market.  In 
the  past  the  Irish  farmer  of  neces- 
sity rehed  upon  Britain  as  the  market 
for  his  goods.  Britain's  "cheap  food" 
policy— paying  subsidies  to  domestic 
producers— kept  prices  down,  Eu- 
rope's common  agricultural  policy 
kept  Irish  beef  out.  This  year  both 
Ireland  and  Britain  entered  the  Com- 
mon Market.  Britain's  cheap-food  pol- 
icy suddenly  became  illegal,  and  beef- 
hungry  Europeans  flocked  to  Irish 
cattle  auctions. 

"Irish  factories  couldn't  afford  to 
buy  fat  cattle,"  says  Matthew  Hy- 
land,  chief  agricultural  adviser  at  the 
Bank  of  Ireland.  "Heavy  buying  by 
Italian,  Dutch  and  even  German  in- 
terests pushed  up  the  prices. 


Meafy  Words.  The  Irish  are  an  agriculfural  people.  Unfit  recenfly  this 

was  a  euphemism  for  backward.  But  as  the  rest  of  the  world  earns  more  money 

and  demands  more  red  meat,  agricultural  could  come  to  mean  wealthy. 


"The  farmer  with  70  acres  is  go- 
ing to  be  100%  better  off  this  year 
than  he  was  two  years  ago,"  adds  Hy- 
land.  "In  those  days  a  1,000-pound 
bullock  [steer]  was  going  for  $200. 
Today  it's  $420." 

But  all  is  not  roses,  of  course.  Ire- 
land is  a  poor  country  still,  with  the 
lowest  per-capita  income  of  the  nine 
Common  Market  members.  It  has 
made  some  progress  by  attracting  in- 
dustry to  give  its  people  jobs.  But  a 
goodly  proportion  of  the  28%  of  the 
population  engaged  in  agriculture  are 
actually  underemployed  people  kept 
down  on  the  land  by  one  form  or  an- 
other of  government  dole  because 
there  simply  is  nothing  for  them  to  do 
in  the  cities.  And  Irish  agricultvire  al- 
so is  not  the  world's  most  eflBcient, 
to  say  the  least. 

Much  will  have  to  be  done  to  ra- 
tionalize the  land  use— bigger  farms— 
and  to  bring  5  million  marginal  acres 
into  feeding  production.  The  Irish 
right  now  are  importing  Charolais  cat- 
tle to  strengthen  the  beef  quality  of 
their  herd,  which  is  primarily  dairy. 
Lastly,  greater  quality  consistency 
must  be  achieved  in  Irish  cattle.  The 
country  is  also  a  natural  for  meat- 
packing and  processing  investments. 
At  present  Irish  beef  is  sold  on  the 
hoof  or  carcass,  which  brings  in  only 
the  commodity  price,  but  not  the 
higher  consumer  prices. 

Says  Needham,  who  convinced  the 


Irish  distillers  seven  years  ago  to  band 
together  in  one  company  to  seek 
world  markets,  "Many  Irish  companies 
may  want  to  expand  in  the  direction 
of  meat-packing,  but  they  may  lack 
the  capital  or  the  expertise.  How- 
ever, there  might  be  room  for  joint 
ventures  or  new  ventures." 

Also,  there  are  few  modern  cattle 
feedlot  operations  in  Ireland.  One  of 
them  is  Irish  Agricultural  Develop- 
ment Co.,  a  5,000-head  operation 
north  of  Dublin.  It  is  Irish-owned 
(though  Monfort  of  Colorado  has  a 
one-third  stake)  and  headed  by  Irish- 
man Brendan  McDonald.  Says  he: 
"There  is  room  for  large-scale  invest- 
ment in  operations  that  can  add  max- 
imum weight  to  young  bullocks.  The 
cattle-raising  business  is  a  fragmented 
industry.  People  who  understand  and 
handle  large  numbers  can  make  a 
major  difference  at  the  fattening  and 
marketing  end  of  it." 

Ireland's  market  for  its  cattle,  re- 
member, will  be  Europe,  where  beef 
prices  are  higher  than  they  are  in  the 
U.S.  and  where  beef  demand  is  rising 
by  4%  to  5%  a  year— enough  to  soak  up 
most  of  the  growth  in  Ireland's  beef 
herd.  The  idea  of  Irish  cattle  barons  d 
la  Texas  may  seem  farfetched  if  one 
considers  the  coimtry's  humble  tea-  or 
Guinness-drinking  farmers.  But  Ire- 
land does  have  one  indisputable  asset: 
the  shamrock  and  clover  and  soft 
green  grass  of  its  rolling  fields.  ■ 


FORBES,   SEPTEMBER    15,    1973 


61 


EXoesyour  Congressman  know 


Member  Federal  Deposit  Insurance  Corporation   C  Bankers Trusi  Q.mpany 

A  copy  of  this  book  has  been  sent  to 
every  member  of  Congress.  Its  title,"The 
Private  Pension  Controversy",  speaks 
for  itself. 

The  subject  is  pension  reform.  The 
questions  are  controversial.  As  the  au- 
thor of  nine  previous  pension  studies, 
Bankers  Trust  has  now  undertaken  an 
analvsis  of  the  private  pension  system  in 
America.  The  positions  Bankers   Trust 


believes  should  be  taken.  The  facts  that 
led  to  these  positions. 

The  following  "position  statements" 
will  indicate  the  time,  the  research  and 
the  resolve  that  went  into  this  book. 

Vesting.  We  believe  in  a  minimum  fed- 
eral standard  based  on  a  reasonable  com- 
bination of  age  and  service.  The  Rule  of 
50,  for  example,  vests  older  workers  more 
quickly. 


Funding.  We  believe  in  an  orderly 
amortization   of  unfunded   vested    lia- 
bilities over  a  reasonable  period  of  time, 
such  as  40  years. The  period  of  time 
should  be  sufficient  not  to  be  punitive. 

Federal  Fiduciary  Standards.  We 
believe  uniform  Federal-not  State- 
standards  should  be  adopted  to  cover 
everyone  with  access  to,  or  influence 
over,  an  employee  benefit  fund. 


^iiiiiing  you  dorft  know? 


y.*i«^^^^^ 


Extension  of  Coverage.  We  believe 
in  greater  incentives  for  employers  to 
create  new  plans.  We  believe  in  the  grant- 
ing of  tax  deductions  for  contributions 
made  by  individuals  to  bona  fide  pro- 
grams for  retirement. 

Disclosure.  We  believe  the  most 
important  reform  is  the  elimination  of 
ignorance  about  plans.  Disclosure  of  all 
details  of  participants'  coverage  and  ben- 


efits must  be  the  first  step  taken. 

In  this  report's   70  pages,   Bankers 
Trust  also  explores— and  takes  a  position 
on— portability,  reinsurance  and  central- 
ization of  federal  authority. 

We  hope  that  this  report  will  serve  as 
a  guide  for  future  Congressional  legisla- 


tion on  the  private  pension  system. 

If  you  would  like  a  copy  to  study,  please 
write  to  us  on  your  company  letterhead. 
Address  your  request  to:  Howard  M. 
Koster,  ist  V.P.,  Employee  Benefit  Trust 
Division,  280  Park  Avenue,  New  York, 
New  York  10017. 


Ibu'll  find  the  people  who  wrote  the  book 

at  Bankers  Trust  q 


How  to  improve  computer 
data  flow  throughout  your 
organization. 


Learn  how  Kodak  KOM  microf ilmers 
can  help  you  set  up  the  data  manage- 
ment procedures  needed  for  the  70s. 

Speed  was  the  first  thing  everyone 
noticed  about  putting  computer  tape  data 
directly  on  microfilm  with  a  COM  unit. 
But  the  real  COM  benefits  come  with  the 
better  use  and  handling  of  information 
it  makes  possible. 

Besides  cutting  costs  in  data  processing 
through  more  efficient  use  of  existing 
hardware  (and  these  savings  can  be  very 
substantial  indeed),  the  various  user 
groups  within  your  organization  also 
benefit.  By  getting  the  data  faster.  By 
getting  it  in  a  more  usable  form— either  in 
microfiche  or  roll  microfilm,  depending 
on  your  need.  By  having  data  easily  coded 
for  automated  retrieval.  All  as  part  of  the 
COM  operation. 

Another  important  reason  for  choosing 
a  Kodak  KOM  microfilmer  is  that  you  have 


I 


Kodak's  full  resources  in  software,  serv- 
ice, and  systems  support  to  call  upon. 

Get  the  facts  on  COM. 

Write  for  our  informative  new  booklet, 
"The  New  Generation  of  Computer  Out- 
put". And  see  how  COM  can  benefit  your 
organization.  Eastman  Kodak  Company,^ 
Business  Systems  Markets  Division, 
Dept.  DP598,  Rochester,  New  York  14650. 


Kodak:  for  better  use  of  information. 


The  Numbers  Game 


The  CPA  As  Detective 

or 

Are  Those  Bloodstains? 

Does  a  clean  opinion  on  an  annual  report  mean  that  the 
independent  auditor  is  certifying  that  it  has  made  a  la- 
borious check  against  the  possibility  of  fraud  on  the  part 
of  management?  It  does  not.  If  it  did,  we  would  be  far  less 
likely  to  have  situations  like  Equity  Funding, 

The  accountants  say  their  "out"  is  SAS-110.05,  the 
Catch-22  of  the  profession.  Statements  on  Auditing  Stan- 
dards 110.05,  issued  by  the  American  Institute  of  Certified 
Public  Accountants,  say:  "The  responsibility  of  the  inde- 
pendent auditor  for  failure  to  detect  fraud  .  .  .  arises  only 
when  such  failure  clearly  results  from  failure  to  comply 
with  generally  accepted  auditing  standards."  When  you 
think  about  it,  that  is  quite  an  "out"  for  the  CPAs. 

Suppose  the  auditor  were  a  policeman.  If  he  stops  a 
car,  does  he  let  the  driver  go  if  his  papers  are  in  order 
or  should  he  check  what  looks  like  bloodstains  on  the 
back  seat?  Accountants  would  say  that  it  is  their  job  to 
check  hcenses  and  registration  certificates,  not  to  be  de- 
tectives. Accountants  tend  to  feel  that  SAS-110.05  gives 
them  an  ironclad  alibi  when  the  people  they  are  auditing 
commit  a  fraud.  But  the  lawyers  are  not  so  svu-e.  The  whole 
subject  may  soon  be  tested  in  a  civil  suit  involving  Residex 
Corp.,  a  small  New  Jersey  land  development  and  construc- 
tion firm. 

Residex'  troubles  began  in  May  when  it  bought  a  45% 
interest  in  Co-Build  Companies,  a  housing  construction 
firm  headquartered  in  the  U.S.  Virgin  Islands.  Residex  was 
paying  $6.7  million,  and  this  looked  like  a  bargain.  Co- 
Build  was  predicting  earnings  of  $3.3  miUion  for  the  fis- 
cal year  to  end  Apr.  30,  1973;  Residex'  equity  in  the  earn- 
ings would  be  almost  $1.5  million.  So  it  was  paying  just  a 
little  over  4^2  times  earning  for  its  stake  in  Co-Build. 

Or  so  Residex  thought.  But  just  one  month  after  the 
deal  had  been  closed,  Co-Build's  management  announced 
that— oops— earnings  wouldn't  be  $3.3'Ynillion  after  all.  In- 
stead, there  would  be  a  loss  amounting  to  $2.5  million. 
Sorry  about  that! 

When  Residex  finally  got  its  hands  on  some  of  Co- 
Build's  books  and  financial  records,  it  claims  it  found 
things  were  far  worse  than  it  had  estimated.  The  loss,  it 
was  estimated,  would  be  more  in  the  neighborhood  of 
$6.6  million.  Not  surprisingly,  Residex  yeUed  for  its  law- 
yers. And  who  should  the  lawyers  name  as  one  of  the  de- 
fendants? Co-Build's  auditors:  Laventhol  Krekstein  Hor- 
wath  &  Horwath  of  Philadelphia. 

In  ther  first  count  of  Residex'  civil  suit,  Laventhol  Krek- 
stein, thte  tenth-largest  accounting  firm  in  the  nation,  was 
named  as  a  co-conspirator— along  with  the  principals  of 
Co-Build  and  its  chief  contractor  in  the  Virgin  Islands.  The 
suit,  among  other  things,  alleged  that  sales  were  materially 
overstated,  costs  were  understated,  related  party  transac- 
tions were  not  adequately  disclosed  and  more  than  $2 
million  in  receivables  were  uncoUectable.  Chipping  away 
at  the  protection  of  SAS-110.05,  the  suit  alleged  that  the 
audit  and  \he  financials  were  not  conducted  and  prepared 
in  accord  with  generally  accepted  accounting  principles. 

What  does  Laventhol  Krekstein  have  to  say  about  all 
this?  It  says  it  is  going  to  fight  the  suit  head  on.  It 
claims  that  it  did  ask  a  number  of  embarrassing  questions 


of  Co-Build's  management,  but  that  it  had  been  fired 
by  the  new  owners  before  the  audit  was  completed. 

It  is  certainly  true  that  Laventhol  was  fired,  but  the 
question  remains:  Should  Laventhol  Krekstein  have  been 
asking  questions  earlier?  At  any  rate,  Residex  has  brought 
in  Peat  Marwick,  Mitchell  &  Co.  and  Coopers  &  Lybrand, 
and  those  two  firms  are  jointly  working  out  a  new  set  of 
financials  for  Co-BuQd. 

If  fraud  occurs,  is  the  auditor  protected  by  SAS-110.05? 
Is  it  any  wonder  that  the  entire  profession  feels  uneasy?  A 
contributor  to  the  May  issue  of  the  Journal  of  Accountancy 
complained:  "The  detective  syndrome  is,  after  all,  one  of 
the  most  common  public  misconceptions  about  the  audi- 
tor, and  must  be  discouraged."  Perhaps  so,  but  can  anyone 
doubt  that  a  buyer  of  a  business  relies  heavily  on  the 
word  of  the  independent  auditor  that  things  are  indeed 
what  they  seem  to  be? 

Fraud  &  Fiction 

Fraud,  of  course,  comes  in  all  shapes  and  sizes.  John  C. 
Burton,  chief  accountant  for  the  Securities  &  Exchange 
Commission,  sees  two  varieties  that  crop  up  repeatedly  in 
cases  where  a  firm's  earnings  are  materially  aflFected.  The 
first  involves  creating  fictitious  assets— as  in  the  Equity 
Funding  case  or  in  the  DeAngelis  salad  oil  scandal— and 
should  be  detectable,  he  believes,  if  the  accountant  is 
allowed  to  audit  suflBciently. 

The  second  and  far  tougher  area  is  related-parties 
transactions.  It  is,  for  example,  extremely  difficult  for  an 
auditor  to  determine  whether  the  president  of  a  company 
has  guaranteed  a  note  or  guaranteed  someone  against  loss 
in  the  sale  of  an  asset,  or  whether  assets  are  being  traded 
to  inflate  the  company's  income— precisely  the  type  of 
situation  that  is  alleged  to  have  arisen  in  the  Co-Build  case. 

Burton  acknowledges  that  it  is  always  difficult  to  catch 
an  extremely  well-constructed  fraud  where  a  number  of 
top  managers  are  involved.  But  he  maintains  that  if  a 
fraud  is  of  the  magnitude  of  Equity  Funding,  it  is  up  to 
the  accounting  profession  to  come  up  with  procedures 
designed  to  catch  it.  In  other  words,  auditors  can't  go  on 
hiding  behind  SAS-110.05  in  cases  of  majsive  fraud.  When 
SAS-110.05  was  drawn  up,  he  points  out,  it  was  meant 
to  emphasize  that  normal  auditing  procedm'es  were  not 
intended  to  spot  petty-cash-type  fraud  which  would  have 
no  material  eflFect  on  earnings.  Fraud  in  the  magnitude 
of  Equity  Funding,  the  salad  oil  scandal  and  National 
Student  Marketing  {see  box)  is  a  horse  of  a  different 
color. 

Aware  of  the  auditors'  growing  responsibility  in  this 
area,  one  Big  Eight  partner  suggests  that  his  profession 
should  start  getting  nosier.  It  must  begin  asking  "business- 
type"  questions  like:  "Why  are  the  margins  so  good?" 
"Why  is  he  selling  more  of  his  product  than  are  his 
competitors?"  Or,  as  in  the  case  of  Equity  Funding,  "How 
on  earth  could  one  insurance  company  run  rings  around  so 
many  of  its  competitors?" 

This  kind  of  question-raising  is  being  pushed  on  the  pro- 
fession by  the  courts— particularly  in  their  broad  intejpre- 
tations  of  the  fraud  sections  of  the  Securities  &  Exchange 
Acts  of  1933  and  1934.  The  SEC  is  pushing  closer 
scrutiny  through  its  use  of  its  injunctive  powers.  It  is  also 
being  pushed  in  a  growing  number  of  class-action  suits. 

The  SEC  is  also  moving  toward  some  type  of  "peer 
review"  system  within  the  accounting  profession.  The  first 
step  in  that  direction  involved  Laventhol  Krekstein,  which 
had  been  charged  by  the  SEC  with  certifying  false  and 
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misleading  financial  statements  in 
1970  for  Takara  Partners,  an  invest- 
ment partnership.  In  May  Laventhol 
Krekstein  agreed,  in  a  consent  decree 
negotiated  with  the  SEC,  to  permit 
an  inspection  team  selected  by  the 
AICPA  to  determine  how  well  it  was 
adhering  to  a  set  of  supervisory  and 
control  procedures  worked  out  in 
discussions  with  the  SEC. 

The  peer  review  board  has  yet  to 
be  formed,  because  the  AICPA  is 
moving  in  a  very  deliberate  fashion. 
One  of  the  issues  that  the  SEC  and 
the  AICPA  are  discussing  at  some 
length  is  whether  legal  liabilities  might 
accrue  to  the  parties  involved  in  the 
reviewing.  And,  of  course,  since  no 
firm  is  immune  to  similar  situations. 

The  Oil  That  Wasn't  There 

It  is  only  relatively  recently  that  the 
independent  auditor  has  become  a 
front-line  target  in  suits  involving 
massive  corporate  fraud.  In  its  1973 
annual  report,  Arthur  Andersen  &  Co. 
warns  that  in  the  future  ".  .  .  we  in- 
evitably will  be  a  legal  target  for 
those  who  seek  to  salvage  something 
from  their  investment  or  creditor  po- 
sition." The  report  estimates  that  in 
April  about  500  companies  were  in 
litigation  with  or  had  filed  claims 
against  auditors.  But  an  indus- 
try source  states  flatly  that  the  Ander- 
sen estimate  is  conservative,  the  true 
figure  being  closer  to  1,000. 

SAS- 110.05  was  first  published- 
under  the  title  Statements  on  Audit- 
ing Procedure  30— in  1961,  two  years 
before  the  DeAngelis  salad  oil  scan- 
dal. Through  Allied  Crude  Vegetable 
Oil  Refining  Corp.,  Anthony  (Tino) 
DeAngelis  pulled  off  one  of  the  big- 
gest swindles  in  the  history  of  U.S. 
business.  Upon  accumulating  large 
quantities  of  oil  for  export,  DeAngelis 
would  put  his  commodities  in  bond 
and  receive  warehouse  receipts  in  ex- 
change. Now,  these  receipts— mostly 
from  American  Express  Warehousing, 
a  small  subsidiary  of  American  Ex- 
press Co.— could  be  used  as  collateral 
against  which  he  would  borrow  more 
money  to  buy  still  more  oil.  The 
problem  was  that  some  of  the  receipts 
DeAngelis  was  borrowing  against 
were  forged,  while  others  were  for 
oil  that  just  wasn't  there.  Investiga- 
tors found  that  the  900  million  pounds 
of  commodities  that  AEW  was  sup- 
posed to  be  guarding  turned  out  to 
be  mostly  water,  fish  oil,  petroleum 
sludge  and  thin  air. 

The  collapse  of  Allied  Crude  cost 


the  AICPA  is  being  very  careful  about 
the  pattern  it  is  setting  for  future  peer 
reviews.  Each  member  of  the  AICPA 
realizes  that  the  ox  he  gores  may  be 
his  own. 

Such  changes  in  the  accounting 
ground  rules,  however  uncomfortable 
they  may  be  for  the  profession,  are 
simply  aimed  at  making  the  indepen-' 
dent  auditor  truly  independent.  He 
will  have  to  become  increasingly  will- 
ing to  offend  the  client.  He  will  no 
longer  be  able  to  assume  automatically 
that  the  client  is  a  gentleman  whose 
word  is  his  bond.  As  the  SEC's 
John  Burton  put  it:  "I  don't  think  the 
accounting  profession  can  just  put  its 
head  in  the  sand  and  say  it  isn't  re- 
sponsible for  fraud."  ■ 


American  Express  in  the  neighborhood 
of  $60  million,  drove  the  Wall  Street 
firm  of  Ira  Haupt  &  Co.  and  more 
than  a  dozen  other  associated  busi- 
nesses into  bankruptcy.  In  the  welter 
of  suits  and  countersuits  that  fol- 
lowed, one  party  that  seemed  to 
escape  unscathed  was  Haskins  &  Sells, 
American  Express'  independent  audi- 
tor, against  whom  no  judgments  were 
rendered.  Only  a  few  months  before 
the  scandal  broke,  Haskins  &  Sells  had 
reviewed  and  found  "satisfactory"  the 
system  of  controls  for  AEW.  The 
AICPA,  acting  then  as  it  did  recently 
in  the  wake  of  Equity  Funding,  han- 
dled the  problem  by  setting  up  a 
special  committee  to  study  whether 
auditing  controls  were  adequate. 

Now,  contrast  the  experience  of 
Haskins  &  Sells  with  what  happened 
to  Peat  Marwick,  Mitchell  &  Co.  in 
the  National  Student  Marketing  case 
in  1972.  The  Securities  &  Exchange 
Commission  filed  a  civil  complaint  al- 
leging that  NSM  and  certain  of  its 
officers  were  involved  in  a  "fraudulent 
scheme"  to  inflate  the  market  value 
of  NSM  shares  and  to  use  that  in- 
flated value  to  buy  other  companies. 
Peat  Marwick  was  named— in  a  suit 
that  is  still  pending— as  participating 
and  aiding  in  the  scheme  by  certifying 
false  financial  statements.  The  NSM 
suit  was  one  of  the  first  naming  a  Big 
Eight  firm,  and  since  then  the  large 
companies  have  found  their  way  into 
more  and  more  SEC  actions.  What 
happens,  complains  a  partner  in  a 
large  firm,  is  that  one  day  the  SEC 
files  an  injunction  and  the  next  you 
see  the  identical  language  turn  up  in 
a  shareholder  suit.  The  auditor  today 
is  off  his  pedestal  and  into  the  fray. 
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230,000  tdephone  people 
lackthemup; 


WeVe  developed  a  full  range  of  services  for 
business.  Whatever  your  needs,  you  can  be  sure  we 
have  the  right  service  to  help:  The  latest  in  intercoms. 
Dataphone*  data  sets.  Compact  modular  PBX 
systems.  And  so  on,  right  up  to  your  own  private 
nationwide  network,  should  your  company  need  it. 

The  Bell  System  employs  230,000  people  for 
installation  and  maintenance.  And  85,000  trucks  and 
cars.  So  if  you  ever  want  help,  you  need  only  make  a 
local  phone  call. 

We  know  how  much  your  business  depends  on 
the  phone. 


We  hear  you. 


Too  Much,  Too  Soon? 


How  curious  the  mathematics  of  grov/th-stock  investing— 
whereby  good  earnings  can  be  bad  news. 


Edmv'nd  W.  LmxEFiELD,  chairman 
of  Utah  International,  Inc.  is  worried 
about  his  company's  earnings.  He's 
afraid  they  may  go  up  too  much. 
"This  year  may  be  stronger  than  we 
would  like,"  said  the  distinguished- 
looking  grandson  of  one  of  the  found- 
ers of  the  company.  "We  want  order- 
ly growih." 

This  preoccupation  with  "orderly" 
growth  has  nothing  to  do  with  price 
controls,  but  does  have  a  good  deal 


to  do  with  the  stock  market.  Among 
the  great  natural  resovu"ces  compa- 
nies, Utah  is  the  darling  of  investors. 
Based  on  latest  12  months  earnings, 
S1.70  per  share,  it  sells  for  nearly  28 
times  earnings.  WTiy  do  investors  so 
love  Utah?  Because  of  its  sex\'  earn- 
ings cur\e,  a  nice  smooth  upward 
movement,  unbroken  for  a  decade. 
Almost  every  other  mining  stock  has 
an  earnings  chart  full  of  dangerous 
cvn\es,  up,  down,  up,   down.   In  the 


fire  Down  Under.  About  the  biggest  worry  Utah's  Ed  Littlefield  (left)  has 
now  is  Australia's  Labour  Party  Prime  Minister  E.  Gough  Whitlam. 


Utah's  Power  Is  in  the  Market 

Smallest  in  assets  and  profits,  Utah  International  has  the 
highest  market  value  among  the  diversified  mining  outfits. 


Company 


Net  Income  Revenues    Assets 
Market  Value    Recent  1972  1972  1972 

(millions)     P/E  Ratio     (millions)     (millions)  (millions) 


Utah  International 

$1,267.2 

28 

$39.8 

$    209.8  $    594.1 

Anglo  Amer.  So.  Af. 

(ADR) 

1,135.7 

19 

68.5 

NA 

1,202.2 

Kennecott  Copper 

987.7 

8 

87.4 

1,145.3 

1,845.8 

Phelps  Dodge 

912.3 

10 

82.2 

765.8 

1,043.1 

Amer.  Metal  Climax 

817.7 

10 

66.2 

863.1 

1,408.5 

Newmont  Mining 

692.9 

12 

48.1 

272.3 

857.5 

Amer.  Smelt.  &  Refining 

5(X).6 

7 

49.1 

814.3 

990.0 

Anaconda 

439.2 

7 

44.1 

1,011.6 

1,599.5 

kind  of  security  analysis  currently 
fashionable,  profit  curves  count  for 
more  than  profits  themselves;  an  ideal 
profits  curve  should  never  turn  flat, 
never,  never  turn  down. 

And  this  is  why  Littlefield  is  wor- 
ried. With  international  copper  prices 
going  through  the  roof  this  year,  Utah 
is  coining  money  from  its  medium- 
sized  Vancouver,  Canada  mine.  Lit- 
tlefield is  worried  that  if  earnings 
ehmb  too  much  this  year,  he  will 
have  trouble  producing  his  usual  gain 
in  1974.  "Volatile  copper  prices,"  he 
said,  "make  the  target  for  next  year 
that  much  harder  to  meet  and  sur- 
pass." This  is  especially  so  since  few 
people  expect  copper  prices  to  stay  as 
high  as  they  are  currently. 

There  is  no  getting  away  from  the 
fact  that  Utah  has  compiled  an  excel- 
lent record.  Founded  almost  three- 
quarters  of  a  century  ago  by  Mor- 
mons, including  the  famed  Eccles 
banking  family,  Utah  switched  into 
mining  about  30  years  ago.  In  the 
U.S.  it  now  owns  huge  reserves  of 
low-sulphur  coal  in  New  Mexico.  In 
Austraha  it  has  large  reserves  of  cok- 
ing coal  that  it  sells  to  Japan  and  Eu- 
rope, plus  an  interest  in  a  major  iron 
ore  development  that  also  delivers  to 
Japan. 

There  are  problems,  however.  The 
Canadian  copper  mine,  one  of  Utah's 
newest  properties,  is  contributing 
most  of  this  year's  earnings  gains.  In 
Austraha,  long-term  iron  ore  contracts 
with  the  Japanese  customers  were 
written  in  U.S.  dollars,  but  costs  are 
in  revalued  Australian  dollars.  The 
Australian  dollar  is  up  25%  in  terms 
of  the  U.S.  dollar  in  the  last  eighteen 
months.  Utah  is  talking  contract 
changes,  but  faces  a  profit  squeeze 
there.  In  spite  of  this,  Utah  would 
certainly  like  to  make  further  invest- 
ments in  Australia,  but  its  newly  elect- 
ed Labour  Government  is  making  na- 
tionalistic noises  about  foreign  domi- 
nation of  the  country's  natural  re- 
sources. Even  in  the  U.S.,  all  is  not 
perfectly  smooth:  Environmentalists 
are  suing  to  control  emissions  at  a  gi- 
ant generating  plant  in  the  Four 
Comers  area  of  New  Mexico,  for 
which  Utah  is  the  sole  supplier  of 
coal.  And  there  is  the  problem  of 
next  year's  copper  prices.  In  Peru, 
Utah  has  had  to  deal  with  the  military 
junta  on  tax  claims. 

Considering  all  this,  it  is  easy  to 
see  why  Ed  Littlefield  is  a  bit  ner- 
vous. He's  not  worried  about  the  fu- 
ture of  his  company,  which  is  admit- 
tedly excellent.  He's  worried  about 
the  price  of  his  stock,  which  may  be 
based  on  unrealistic  expectations 
about  a  kind  of  straight-line  progress 
which  simply  is  not  achievable  in  the 
real  world  of  mining.   ■ 
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When  in  China  - 


Is  China  really  a  big  market  for  U.S.  goods? 

Yes,  say  two  Americans  who  have  succeeded  there, 

but  you  need  one  thing:  patience. 


Americans  blow  hot  and  cold  about 
prospects  for  trade  with  China.  Hot: 
There  is  a  huge  market  among  those 
800  milhon  people  with  a  thirst  for 
a  better  life.  Cold:  The  market  is  lim- 
ited. Hot:  The  Chinese  badly  want 
our  technology.  Cold:  All  they  want  is 
prototypes  they  can  copy  themselves. 

The  truth  lies  somewhere  between, 
say  two  thoughtful  businessmen  who 
have  been  successful  in  landing  Chi- 
nese business.  Forbes  interviewed 
Frank  X.  Stankard,  a  Chase  Manhat- 
tan vice  president  who  negotiated  his 
bank's  correspondent  relationship  with 
the  Bank  of  China;  and  J.  Ray  Pace 
of  Baker  Oil  Tools,  who  is  arranging 
to  provide  oil  drilling  equipment  and 
training  to  the  Chinese. 

Both  men  agreed:  The  market  is 
there  and  it  is  solid,  solid. 

But,  said  Pace,  "I  doubt  if  we'll 
get  a  very  big  first  order.  More  likely 
the  Chinese  will  make  a  test  purchase, 
work  with  the  equipment  and  with 
us,  and  if  they're  satisfied,  they'll  buy 
some  more."  Adds  banker  Stankard, 
"I  don't  believe  that  China  is  going 
to  rush  pell-mell  into  industrialization 
a  la  the  West.  They  have  a  timetable, 
but  only  they  know  what  it  is." 

Are  Washington  estimates  that  U.S. 


sales  to  China  could  top  $600  million 
this  year  reasonable?  Both  men  say 
yes,  but  note  that  more  than  half  of 
that  represents  big-ticket  grain,  jet 
aircraft  and  communications  equip- 
ment that  may  not  be  reordered  for 
some  time  to  come. 

As  an  example  of  how  Americans 
can  misunderstand  China's  trade  mo- 
tives, Stankard  cites  the  reaction  of 
some  of  Chase's  competitors  and  the 
business  press  to  the  agreement  Chase 
President  David  Rockefeller  signed  in 
Peking  last  month.  For  most  of  the 
past  year,  American  bankers  camped 
in  Hong  Kong  at  the  door  of  the 
Bank  of  China  branch.  When  Rocke- 
feller and  Stankard  landed  their  deal, 
rivals  alibied  that  the  Chinese  people 
were  still  grateful  to  the  Rocke- 
feller family  for  building  a  hospital 
in  Peking  in  1922. 

"The  Chinese  don't  do  business  like 
that.  I  was  in  the  Bank  of  China 
branch  manager's  office  in  Hong  Kong 
as  soon  as  the  news  of  the  Nixon 
trip  was  out.  We  made  our  proposal 
and  kept  checking  back,"  Stankard 
told  Forbes.  When  China's  delega- 
tion to  the  United  Nations  arrived 
in  New  York  City,  Stankard  sought 
and  won  its  local  bank  account  for 
Chase. 

"The  Chinese  keep  telling  us  they 
want  our  relationship— our  friendship 
—to  grow  by  steps,"  he  noted.  The 
correspondent  relationship  came  later. 
But  it  can  be  a  long  time  between 
steps,  and  that  is  what  bothers  most 
Americans  used  to  the  wham-bam 
school  of  salesmanship.  First,  a  com- 
pany has  to  wangle  an  invitation  to 
one  of  the  twice-a-year  Canton  trade 
fairs  to  display  its  wares.  While  there, 
the  salesmen  have  to  coax  another 
invitation  to  Peking  for  serious  talks 
with  one  of  the  eight  government 
trading  corporations  that  regulate  im- 
ports of  everything  from  machines 
to  taUow  and  hides.  That's  where  the 
major  sales  are  made. 

Last  May  sales  teams  for  the  U.S. 
machine  tool  and  electric  machinery 
industries  fretted  through  the  Can- 
ton fair  without  any  word  on  their  re- 
quests for  Peking  talks.   Finally,   the 


Newcomers.  Old  China  hands?  Not  really. 
J.  Ray  Pace  (left)  worked  most  of  his 
life  in  South  America.  Frank  Stankard 
is   and   will  be   based   in   New   York   City. 


two  delegations  went  home  grumbling 
that  the  Chinese  didn't  want  to  do 
business.  Chinese  trade  officials  quick- 
ly passed  the  word  privately  that  the 
impatient  Americans  had  blown  their 
cool;  trips  had  been  in  the  works. 
Now  the  trade  associations  have  to 
begin  again  at  the  beginning  and  win 
an  invitation  to  the  fair  that  is  being 
held  in  October. 

Says  oilman  Pace,  "If  I  had  left 
when  they  did,  I  would  have  felt  as 
they  did;  that  there  wasn't  much  fu- 
ture in  China."  But  Pace  waited, 
sweltering  in  subtropical  Canton  with 
400  pounds  of  technical  documents, 
slides  and  projectors.  After  a  month, 
the  invitation  to  Peking  came.  And 
with  it  came  two  more  weeks  of  in- 
tensive talks  and  questions  from  Chi- 
na's top  petroleum  industry  techni- 
cians and  policy-makers. 

As  Pace  admits,  any  final  sale 
agreement  for  his  group  is  likely  to 
be  small  and  could  be  as  far  away  as 
a  year  from  now.  As  for  the  Chase 
agreement,  it  covers  only  personal 
transfers  of  currency  and  not  com- 
mercial transactions.  Is  it  worth  all 
that  eflfort  to  land  a  few  thousand 
dollars  worth  of  business  a  year  on 
the  hope  of  future  growth  alone? 

"Of  course  it  is,"  says  Stankard. 
"The  only  real  uncertainty  is  the  po- 
litical timing.  After  all,  trade  between 
these  two  countries  is  only  going  to 
grow  as  fast  as  the  relationship  be- 
tween the  two  governments  grows. 
We  have  to  keep  that  in  mind  always." 

Pace    and    Stankard    made    other 


Ryder  relies  on 
Bandag  retreads. 


"With  50,000  trucks  to  maintain, 
our  tires  have  to  be  the  most  reliable 
we  can  find.  For  us,  that's  Bandag 
retreads."  So  says  William  C.  Sims, 
Ryder  VP. 

"We  give  customers  24  hour  emer- 
gency service.  That  includes  tires. 
Since  going  to  Bandags,  our  tire 
service  calls  have  declined  signifi- 
cantly. We  save  money.  And  our 
customers  discover  that  because  we 
don't  take  Ryder  reliability  for 
granted,  they  can." 

For  the  name  of  your  nearest  Cer- 
tified Bandag  Dealer,  call  toll-free 
800-553-9640  (Iowa.  800-552-9630). 

bandagl 

World  leader  in 
cold  process  retreads 

1056  Hershey  Ave.,  Muscatine,  Iowa  52761. 


Not  just  another  hotel  in  San  Francisco. 
But  a  Knott  Hotel. 


Our  hotels  are  a  friendly,  personable  environ 
ment  of  "guest  awareness"— we  cater  to 
you.  Gracious  suites,  spacious  rooms  and 
special  executive  services.  Plus  fine  restau- 
rants, bars  and  entertainment  you'll  really 
like.  After  all,  Knott  Hotels  have  practiced 
the  art  of  innkeeping  since  1889.  Try  us. 

SAN  FRANCISCO 


THEi 


7i^ 


THE  KNOTT  HOTELS: 

CHICAGO, 

NEW  YORK/SAN  FRANCISCO 

TORONTO,  CANADA/ LONDON,  ENGLAND 

BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 


points   on   the   whys   and   wherefores 
of  the  China  trade: 

•  On  doing  business  Chinese  style: 
"The  American  sales  manuals  tell  you 
to  run  right  in,  find  the  so-called  de- 
cision-maker and  sink  the  hook  right 
there,  or  some  other  horrible  phrase. 
Well,  there  isn't  any  decision-maker 
in  China,"  Stankard  explains.  Pace 
agrees.  "No  decision  is  ever  made  by 
one  man,  nor  is  a  decision  made  on 
jhe  spot.  You  have  to  let  their  group- 
decision  process  grind  out  the  re- 
sponses before  you  go  ahead." 

•  On  China's  supply  of  technicians 
able  to  use  Western  industrial  goods: 
"Their  universities  are  still  struggling 
to  increase  their  capacity  to  train  the 
people,  so  the  cadre  of  technicians, 
and  decision-makers  for  that  matter, 
is  limited,"  says  Stankard.  And  Pace 
notes,  "There  are  probably  more  peo- 
ple on  one  floor  of  the  Standard  Oil 
offices  in  New  York  than  there  are  in 
the  People's  Republic  of  China  agency 
for  petroleum  development." 

•  Nevertheless,  the  Chinese  techni- 
cians have  a  surprising  grasp  of 
Western  technology,  and  they  know 
what  they  want.  Says  Pace:  "The 
worst  thing  you  can  do  in  their  eyes 
is  lose  credibility.  If  I  didn't  know 
an  answer  to  a  question,  I  said  so, 
but  I  also  said  that  I  would  go  and 
find  out  the  answer,  and  I  would.  I 
used  all  400  pounds  of  material  I 
brought  and  sent  back  for  more." 

•  Does  that  mean  the  Chinese  are 
likely  to  buy  samples  of  American 
goods  and  try  to  make  copies?  "Why 
should  they?  Their  resources  are  lim- 
ited, and  they  have  better  uses  for 
them  than  to  try  to  develop  the  ca- 
pacity to  build  what  they  can  buy 
from  us.  More  to  the  point,  in  the 
petroleum  business  they  could  copy 
what  we  make  today.  But  it's  what 
we  are  developing  for  five  years  from 
now  that  they  can't  copy,  and  that's 
what  they  want." 

•  Both  men  agree  that  recent  pub- 
lished estimates  that  the  Chinese 
have  $9  billion  in  foreign  exchange 
reserves  for  trade  are  way  overblown. 
"The  best  estimates  of  their  exchange 
vary  between  $700  million  and  $1.5 
billion,  depending  on  whether  you 
price  gold  at  $40  or  $100  an  ounce. 
Since  50%  of  their  holdings  are  re- 
ported to  be  in  gold,  they've  profited 
a  lot  in  the  last  couple  of  years,  but 
not    $9    billion    worth,"    Pace    says. 

Another  rumor  deserves  scotching, 
Stankard  notes:  "The  myth  that  China 
always  pays  cash  isn't  true.  Right 
now  they  have  a  number  of  plants 
that  they  are  building  on  deferred 
payment  agreements.  And  I  .see  no 
reason  why,  if  they  have  an  item  high 
in  priority,  they  won't  go  to  the  world 
credit  markets  to  finance  it."  ■ 
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the  ui^^^f^  ncmies  ^ 
Rcpublicsteel? 

■•  RfliA JLI" VARD  Z  Welded  steel  tubing  for  Roll-Over  Protective 
Structures  on  construction  and  off-highway  vehicles  for  operator  protection. 

Z«  ^€il"i#©^#3t  •  For  gear  makers  who  don't  want  to  chew  up 
profits,  this  is  a  fine-grained  gear  steel  that  doesn't  chew  up  tools. 

9m  ^rmmmMWmK  •  A  strong,  coiled  tubing  for  gas  service  lines  with 
the  strength  and  reliability  of  steel  and  the  corrosion  resistance  of  plastic. 

^9  WHKL^LMr^^Du^uiAj  ^vH/  o  A  formable  yet  economical  steel, 
tough  enough  to  meet  Detroit's  requirements  for  mass-produced  parts. 

5«  DOUBL"COJiT  S  Steel  dowel  bars  with  a  tough 
polyethylene  jacket  provide  a  unique  jointing  system  on  concrete  highways 
and  reduce  highway  maintenance  costs. 

©•  PWOOIh I©€j  Kj°^W2  a  seamless  casing  for  deep  well 
exploratory  drilling  for  new  oil  and  gas  reserves,  suited  for  Arctic  conditions. 

»  Rigid  steel  conduit  with  a  bonded  coating 
that  defies  time  and  corrosive  attack. 

8*  E)ly  Wf£)LrDD^5ll  Z  stainless  steel  roofing  and  flashing  that 
is  durable,  beautiful,  easy  to  install  and  can  last  as  long  as  the  building. 

^o  P^D[j\DTr[L®[j(^  P'f^f^©*?  An  electrogalvanized  steel  with 
greater-than-ever  corrosion  resistance  and  a  smooth,  paintable  surface. 

lO*  SU^Lllm  ■  Bl^lijiB  Z  A  terne  coating  with  reduced 
porosity  for  automotive  parts  subject  to  petroleum-base  corrosion. 

A  steel  company  with  a  whole  new  philosophy:  solving  new  customer  problems  with 
new  product  innovations.  Write  for  brochure  Adv.  2334.  Republic  Steel  Corporation, 
Cleveland  OH  44101.  ^g^  developments  from  the  new  steel  company. 

'Trademarks  of  Republic  Steel  Corporation.  IB^BINIIMl^S^rF^^I 
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Your 
life 

insurance 
sliould 
be  as 
dynamic 
as  your 
life. 


Dynamic  in  its  ability  to  change. 
To  grow.  To  be  flexible. 

Frank  Sullivan  Associates  offers 
businesses,  corporate  leaders  and 
professionals  life  insurance  that 
can  become  an  integral  part  of  a 
total  financial  plan.  An  integral  part 
of  a  growing,  developing  life.  An 
expanding  career.  With  all  the  privi- 
leges and  responsibilities  that  go 
along  with  success. 

There  are  no  standard  plans.  No 
pat  answers.  At  Frank  Sullivan  As- 
sociates, we  use  life  insurance  to 
create  a  program  unique  to  your 
particular  situation.  With  the  added 
input  of  a  team  of  nationally  recog- 
nized associates,  plus  the  latest 
application  of  computer  technol- 
ogy and  a  highly  professionalized 
client  service  department.  So  you 
continually  benefit  from  the  latest 
developments  in  financial  planning. 

Frank  Sullivan  Associates.  Dynamic. 


FrankSullivan  Associates 


AUL 


® 


American  United  Life 


Suite  1400,  St.  Joseph  Bank  Building 

South  Bend,  Indiana  46601 

Phone  (219)  233-7107 

Oak  Manor  Offices,  3038  West  Lexington  Ave, 
Elkhart,  Indiana  46514,  Phone  (219)  293-1141 


Happy  Family 


% 


The  big  crayon  maker  could  have  sold  out  at  twice  the  going 
price  for  its  stock.  But  the  family  decided  to  stay  independent. 

Do  YOU  REMEMBER  the  time,  not  too 
long  ago,  when  small  family  compa- 
nies with  a  premium  product  were 
highly  prized  as  acquisitions?  They 
still  are.  Then,  do  you  remember  your 
own  childhood,  when  on  rainy  days 
you  doodled  for  hours  with  crayons? 
Kids  still  do.  Put  the  two  together 
and  Binney  &  Smith  Inc.  is  your  com- 
pany. Binney  &  Smith,  with  Crayola 
brand,  is  the  IBM  of  the  crayon  world. 

It  is  a  70-year-old  company  that 
has  been  publicly  held  for  the  last  12 
years.  It  sells  brushes  and  paints  for 
adult  artists,  but  mainly  it  makes 
crayons.  "We  make  over  2  biUion 
crayons  a  year,"  says  Chairman  Rus- 
sell J.  McChesney.  "That's  8  million 
a  day."  They  add  up  to  over  50%  of 
Binney  &  Smith's  $40.7-million  sales 
and  66%  of  its  $3.3-million  earnings. 

To  add  to  its  allure,  B&S  has  an 
assets-to-liability  ratio  of  better  than 
6-to-l,  and  only  tiny  debt.  "We  are 
constantly  being  wooed,"  says  the  56- 
ear-old  McChesney,  now  in  his  39th 

ar  with  the  company,  but  only  in 
his  second  year  as  top  man.  "We  have 
had  hundreds  of  oflFers,  all  by  mon- 
ster companies."  One  offer  last  year 
came  from  Chesebrough-Pond's— a 
straight  share-for-share  bid  that 
would  have  been  worth  $71  milHon, 
about  $35  a  share.  The  oflFer  sent 
B&S  stock  up  ten  points  in  one  day- 
good  going  for  a  stock  that  sold  then 
and  sells  now  around  $16  a  share. 

But  it  was  no  deal.  The  heirs  of 
Founder  Edwin  Binney  own  48%  of 
the  stock.  They  bought  out  the  heirs 
of  C.  Harold  Smith  in  1953.  "They 
really  didn't  need  that  kind  of  mar- 
ket appreciation,"  explains  McChes- 
ney. "And  they  did  believe  that  the 
new  management,  which  had  only 
taken  over  the  year  before,  hadn't  had 
sufficient  time  to  get  rolling."  Of 
course,  when  Wall  Street  became  con- 
vinced that  Binney  &  Smith  was  not 
going  to  accept  any  purchase  offers, 
the  stock  fell  down  again  to  $16. 

Growth  was  the  problem.  Until  last 
year  Binney  &  Smith's  earnings  had 
been  nearly  flat  for  eight  years.  Mc- 
Chesney, who  joined  B&S  from  high 
school  and  worked  his  way  up  in  sales 
and  marketing,  was  put  in  charge  in 
1971  and  urged  to  get  things  going. 

But  how  do  you  get  going  with  a 
company  that  already  has  a  strangle- 
hold on  the  $60-million  U.S.  crayon 
market?  And  how  do  you  grow  if  the 
birthrate  isn't  growing?  "The  birth- 
rate doesn't  affect  us,  it's  the  absolute 
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numbers,  and  they  will  start  up  again 
in  1977,"  says  McChesney.  But  it  is 
not  U.S.  kids  he's  looking  to  for 
growth,  anyway.  After  all,  how  many 
crayons  can  a  kid  use?  Already  Mc- 
Chesney says  Binney  &  Smith  puts  an 
average  of  64  crayons  a  year  into  the 
hands  of  each  American  customer 
(average  age:  between  3  and  11 
years).  Not  so  overseas.  Crayons  just 
aren't  used  as  a  pastime  product  out- 
side the  U.S.  In  Europe  they  are  used 
mainly  by  adults,  who  don't  eat,  break 
or  lose  as  many  crayons  as  kids  do. 

So  McChesney  sees  the  world  as  his 
coloring  book.  In  fact,  helping  Bin- 
ney &  Smith  expand  internationally 
was  what  Chesebrough-Pond's  was  of- 
fering. That  solid  consumer  goods 
company  gets  36%  of  its  $350  million 
in  sales  from  abroad.  But  the  employ- 
ees and  management— and  most  im- 
portant, the  family— decided  Binney  & 
Smith  could  go  it  alone. 

McChesney  has  acquiied  the  mak- 
er of  Edu-Cards— the  children's  mar- 
ket again— to  build  up  the  company  in 
the  U.S.  Last  year  earnings  per  share 
increased  34%  to  $1.58.  But  this  year, 
first-half  earnings  were  only  ahead 
5%  because  of  a  flat  first  quarter, 
partly  due  to  expenses  incurred  in 
the  Edu-Card  purchase. 

McChesney  has  his  work  cut  out 
for  him.  But  it's  nice  to  have  a  con- 
tented family  behind  you.  ■ 
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\buVe  audacious, 

amiable,  and 
very  liard-nosed. 

We  think  alike. 


You  compete.  We  compete. 


The  First  National  Bank  of  Chicago,  First  Chicago  Corporation  subsidiary,  has  installations  in  Amsterdam,  Athens,  Beirut,  Bogota, 
brussels,  Dublin,  Dusseldorf,  Frankfurt,  Geneva,  Guatemala  City,  Hong  Kong,  Jakarta,  Kingston,  London,  Madrid,  Mexico  City,  Milan, 
Nairobi  ^anama  City,  Pans,  Rome,  Sao  Paulo,  Singapore,  Stockholm,  Sydney,  Tokyo  and  Toronto.  In  New  York  First  Chicago  Inter- 
national Banking  Corporation.  First  Chicago  International,  Los  Angeles.  First  Chicago  Leasing  Corporation:  installations  in  Chicago, 

New  York,  London  and  Toronto.  Member  F.D.I.C. 


The  Money  Men 


A  Genuine  Optimist 


It's  nice  to  meet  an  optimist  these 
days,  and  Professor  Hendrik  Houthak- 
ker  is  an  optimist,  albeit  a  caustic  one. 
What  makes  him  optimistic  is  the 
economy's  continuing  strength  in  the 
face  of  what  he  regards  as  almost  un- 
behevable  bungling  of  its  controls 
program  by  the  Nixon  Administration. 

In  spite  of  what  you  may  think 
about  Harvard,  where  he  teaches, 
Houthakker  is  no  disgruntled  hberal 
Democrat.  He  is  a  conservative  who 
served,  and  served  most  eflFectively, 
as  a  member  of  Nixcm's  Covmcil  of  Eco- 
nomic Advisers  between  1969  and 
1971.  He  is  a  plain-talking,  forthright 
man,  which  may  help  explain  why 
he  is  no  longer  in  Washington. 

In  his  wry  and  waspish  maimer, 
Houthakker  dismisses  the  Administra- 
tion's administering  to  the  economy  in 
these  words:  "There  has  been  a  wide- 
spread beUef  that  the  best  way  to  deal 
with  inflation  is  to  pass  a  law  against 
it.  This  belief  has  been  embodied  in 
the  [Administration's]  control  pro- 
gram." As  he  told  a  National  Associa- 
tion of  Secondary  Materials  Industries' 
meeting  last  month,  the  whole  thing 
continued  to  remind  him  of  "King 
Canute's  unsuccessful  efforts  to  turn 
back  the  tide." 

In  spite  of  this,  Houthakker  says: 
"Apart  from  inflation,  oiu"  economy  is 
in  good  shape,  with  output  rising  and 
unemployment  falling.  I  do  not  expect 
anything  that  could  properly  be  called 
a  recession,  though  some  slowdown 
in  growth  is  inevitable  and  indeed 
desirable." 

What  about  the  seemingly  sorry 
state  of  the  dollar?  Houthakker  doesn't 
think  the  situation  is  bad  at  all.  He 
says  that  the  dollar  is  now  weak  only 
vis-a-vis  the  mark  and  the  franc, 
and  these  are  local  situations;  as 
against  the  yen  and  most  other  cur- 
rencies, he  says  the  dollar  is  more 
than  holding  its  own. 

But  Houthakker  does  qualify  his 
optimism  with  the  phrase  "apart  from 
inflation."  Doesn't  inflation  in  effect 
spoil  the  whole  picture?  Houthakker's 
answer  is  that  most  of  the  increase  in 
inflation  stems  from  the  Administra- 
tion's bungling  efforts  to  control  the 
economy. 

"As  an  economist,"  he  says,  "I 
have  never  been  in  favor  of  controls. 
I  opposed  them  when  I  was  in  the 
Government,  and  I  was  lucky  enough 
to  leave  the  Government  one  month 
before  the  controls  were  first  put  into 
effect  on  Aug.  14,  1971. 


"As  an  educator,  however,  I  think 
controls  are  just  great.  For  many  years, 
the  economics  profession  has  tried  to 
convince  skeptical  undergraduates  that 
if  you  put  a  ceiling  on  prices  you  are 
likely  to  get  shortages.  Now  the  short- 
ages are  there  for  all  to  see,  and  eco- 
nomics professors  will  have  something 
to  talk  about  in  their  classes  for  years 
to  come. 

"This  education  benefit  is  about 
the  only  positive  result  of  the  controls 
that  I  know  of,  but  we  should  be 
grateful  for  small  favors." 

The  inflation  rate  was  3%  when  the 
controls  went  on,  he  says.  It  is  5% 
or  6%  today.  Perfectly  true,  the  infla- 
tion rate  slackened  during  Phase  2, 
but  Houthakker  doesn't  believe  that 
controls  were  responsible,  but  rather 
a  slowing  of  the  economy. 

Houthakker  blames  the  present  in- 
flation largely  on  a  fiscal  and  monetary 
policy  that  fueled  the  economy  un- 
necessarily. The  Federal  Reserve  went 
on  increasing  the  money  supply  and 
so  stimulating  expansion  long  after  the 
need  to  do  so  had  vanished.  It  did 
so,  and  still  does,  Houthakker  as- 
sumes, because  the  Fed's  managers 
have  been  inordinately  impressed  by 
the  high  level  of  nominal  interest 
rates.  But  what  really  matters,  Hou- 
thakker says,  is  not  nominal  rates  but 
real  ones,  which  take  the  rate  of  in- 
flation into  account;  and  at  the  pres- 
ent rate  of  inflation,  a  borrower  who 
pays  10%  for  money  today  will  repay 
it  in  money  worth  5%  or  6%  less.  So 
the  "real"  rate  of  interest  is  only  4% 
or  5%.  Pretty  cheap,  that.  On  that 
basis,  even  a  10%  rate  does  not  deter 
borrowing  by  any  great  amount. 

Surprisingly,  wages  have  stayed 
pretty  much  under  control,  Houthak- 
ker says,  but  prices  have  continued 
to  soar.  The  reason  is  that  the  current 
inflation  is  driven  along  not  by 
wages,  but  by  raw  materials,  includ- 
ing farm  products,  something  which 
the  controls  program  was  helpless  to 
cope  with.  Controls  cannot  bring  more 
copper  out  of  the  groimd,  nor  can 
they  cause  the  earth  -to  sprout  more 
soybeans. 

"The  upsurge  in  the  world  economy 
overwhelmed  the  capacity  to  produce 
many  of  these  materials.  As  a  result, 
the  weekly  index  of  22  spot  com- 
modity prices  is  now  more  than  70% 
above  the  level  of  last  year.  The  first 
reaction  has  usually  been  to  put  on  a 
ceiling,  which  inevitably,  after  a  short- 
er or  longer  time  lag,  leads  to  a  short- 


Economist  Houthakker 

age.  What  we  had  in  Phases  1,  2  and 
3,  and  are  going  to  have  in  Phase  4, 
are  essentially  public  relations  devices. 
For  some  time  they  were  effective  in 
making  people  believe  that  something 
was  being  done,  but  that  illusion  has 
evaporated  as  their  shortcomings  be- 
came too  obvious.  You  can't  fool  all 
of  the  people  all  the  time." 

So  why  do  we  call  Houthakker  an 
optimist?  For  one  thing,  he  is  not 
greatly  alarmed  by  the  present  rate 
of  inflation.  He  suspects  the  disad- 
vantages of  inflation  may  be  exag- 
gerated and  believes  that  inflation  has 
not  yet  done  any  serious  damage  to 
the  economy.  With  the  money  supply 
increasing  around  7%  a  year,  this 
should  produce,  he  says,  an  increase 
in  gross  national  product  of  over  10%. 
Maybe  half  of  that  GNP  increase  is 
the  result  of  inflation,  but  the  other 
half  reflects  real  growth.  Houthakker 
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!r»es  not  consider  the  5%  inflation  rate 
u  be  cataclysmic. 

We  steered  the  conversation  to- 
vard  the  stock  market.  Why  wasn't 
t  reflecting  the  strong  economy  and 
he  good  earnings  gains?  Houthakker's 

iply  showed  that  his  approach  to 
he  stock  market  is  by  no  means  a 
edantic  one. 

"What  the  stock  market  needs  is 

good  recession." 

How's  that?  we  gasped. 

Houthakker  explained  that  with  so 
nuch  good  news  around  about  eam- 
ngs  and  business,  the  stock  market 
as  nothing  to  look  forward  to— so  it 
loesn't  go  up.  Once  we  have  a  reces- 
ion,  the  stock  market  would  have  a 
ecovery  to  anticipate. 

'The  stock  market  has  a  way  of  go- 
ng down  on  good  news  and  going  up 
«  bad  news.  With  a  recession,  peo- 
»le  could  start  looking  forward  to  the 
lext  upturn."  As  it  is,  people  are 
nticipating  a  recession  rather  than 
in  upturn. 

Since  Houthakker  doesn't  think  the 
lext  economic  downturn  will  be  very 
evere,  he  suspects  that  a  good  many 
tocks  are  undervalued-^articularly 
he  more  cychcal  issues— the  market  is 
liscounting  the  worst.  On  the  other 
and,  as  a  sensible  man,  Houthakker 
aspects  that  many  of  the  glamour 
tocks  are  terribly  overpriced.  There- 
Dre,  he  doesn't  look  for  any  real  biJl 
larket.  "There  are  many  individual 
tocks  that  are  cheap,  but  there  are 
thers  that  are  very  expensive.  If  you 
ake  the  Standard  &  Poor's  500  and 
onsider  the  yield  on  that,  it's  still 
nly  about  3%,  which  is  not  particu- 
arly  interesting." 

One  more  question  about  the  stock 
iiarket:  Is  it  a  good  hedge  against  in- 
lation?  we  asked. 

Houthakker's  answer  was  yes,  but 
fiat  doesn't  mean  we're  about  to  have 

major  bull  market.  As  befits  an  econ- 
■mist,  Houthakker  takes  the  long 
iew,  and  in  the  long  sweep  the  stock 
narket  has  kept  up  with  inflation. 
The  inflation  hedge,"  he  says,  "was 
ctually  made  five  or  ten  years  ago 
I'hen  the  stock  market  was  a  lot  low- 
r.  In  short,  you  don't  discount  the 
ame  thing  twice." 

That,  we  thought,  was  a  sophis- 
icated  point  of  view,  and  well  taken. 

All  in  all,  talking  with  Houthakker 
lade  us  feel  better.  Not  about  Phase 

and  all  that,  but  better  about  basic 
Kings,  like  the  xinderlying  economy. 
Old  better  about  our  inflation,  which 
louthakker  regards  not  as  a  deadly 
lisease,  but  as  a  land  of  bad  itch 
hat  scratching  only  makes  worse.  ■ 
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The  Party  /s  Over 


For  ten  years  the  record  business 

has  rocked  and  rolled  its  way  to  huge  profits. 

The  profits  are  starting  to  run  thin. 


The  big  national  platter  party  ap- 
pears to  be  over.  In  this  boom  year 
for  consumer  spending,  the  big  record- 
ing companies  will  do  well  to  hold 
earnings  even  with  last  year— and  that 
will  take  some  doing.  Straw  in  the 
wind:  Warner  Communications, 
which  gets  an  estimated  50%  of  its 
net  income  from  records,  showed  a 
drop  in  second-quarter  revenues  of 
5.8%  as  compared  with  a  year  ago. 

The  payola  and  drugs  scandals, 
bad  as  they  are,  represent  only  a 
small  part  of  the  problem.  For  ten 
years  straight,  record  and  tape  sales 
went  straight  up  in  the  U.S.— from 
$687  million  to  $2  billion.  But  last 
year,  physical  volume  failed  to  make 
substantial  gains  for  the  first  time  since 
the  early  Sixties. 

Rack  jobbers,  who  dominate  the 
industry  at  the  retail  level,  are  re- 
portedly returning  up  to  50%  of  their 
stock.  This  can— and  does— lead  to 
dumping,  whereby  record  companies 
sell  the  returns  to  "undertakers"  who 
sell  them  for  less  than  half  of  their 
retail  value.  The  alternative  is  melting 
down  the  unsold  records  to  recover  3 
to  5  cents  worth  of  scrap. 

The  consequences  may  turn  out  to 
be  quite  serious  for  a  whole  raft  of 
companies.  Warner  is  only  one  exam- 
ple. Columbia  Broadcasting  System 
derived  $500  million  in  sales  (40%  of 
its  total)  and  33%  of  its  net  profits 
from  records.  Other  companies  with  a 
big  stake  in  the  recording  industry 
include  RCA,  ABC,  Transamerica 
Corp.  and  Capital  Industries. 

Throughout  the  industry,  the  word 
is  out:  Cut  costs.  In  a  business  where 
waste  was  a  way  of  life,  this  should  be 
easy— if  painful. 

Elektra  Records  once  sponsored  an 
estimated  $60,000  Arabian  Nights  ex- 
travaganza for  a  rock  singer  who  is 
remembered  in  musical  circles  only 
for  his  party.  But  never  mind,  the 
money  was  there.  Today  only  sure 
winners  get  to  have  parties. 

In  1972  Columbia  Records  paid 
transportation,  room  and  board  for 
1,000  staff  members  on  an  annual 
convention  in  London.  Cost  estimates 
for  that  week  ran  as  high  as  $1  mil- 
lion. This  year  the  convention  was 
held  in  San  Francisco  and,  though 
hardly  a  pauper's  affair,  the  employees 
were  grumbling  about  the  sparse  sup- 
ply of  liquor  and  food. 

What   happened?   The   predictable 


happened.  Nothing  grows  to  the  sky, 
and  records  finally  hit  their  ceiling. 
Simply,  supply  caught  up  with  de- 
mand. With  rising  album  costs,  now 
at  $4.50  each,  consumers  are  not  able 
to  buy  at  the  same  unit  volume.  "Two 
years  ago,"  complains  Russ  Solomon, 
president  of  California's  highly  suc- 
cessful Tower  Record  Stores,  "12- 
year-olds  could  afford  albums.  Now, 
if  they  buy  at  all,  they  buy  89-cent 
singles."  Then,  too,  the  shift  of  record- 
buying  tastes  away  from  rock  toward 
rhythm  and  blues  and  country  music 
had  the  effect  of  fragmenting  the  mar- 
ket without  increasing  overall  volume. 
Other  industries  have  run  into 
growth  ceilings,  but  there  are  special 
problems  in  the  record  business.  The 
industry  stamps  out  about  4,000  al- 
bums a  year,  but  only  about  120  of 
them  ever  make  a  real  profit.  The  vast 
majority,  the  "stiffs"  as  they  are  called, 
produce  neither  volume  nor  profit. 
Unless  the  hits  pay  off  big,  they  can't 
carry  the  load  and  still  yield  an  over- 
all profit.  And  that  is  the  trouble: 
Although  the  smash  hits  still  sell  as 
well  (2  million  units),  there  are  few- 
er records  that  become  marginal  hits 


Disk  Jockeys  make  or  break 
recordings.  Below-.  WNBC's 
popular  Wolfman  Jack 
(real  name:  Bob  Smith). 


(30,000  albums).  Result:  Fewer  re- 
cordings show  a  profit.  The  fans 
are  still  there,  but  they  are  spreading 
their  money  over  a  wider  range  of 
product. 

How  do  you  get  a  hit?  Nobody  is 
certain,  but  one  thing  is  clear:  With- 
out wide  exposure  on  radio,  it  is  vir- 
tually impossible.  Recently,  however, 
the  trend  has  been  away  from  play- 
ing new  records  on  the  radio  stations 
which  are  favored  by  the  teenagers 
and  other  heavy  record-buyers.  Polls 
have  shown  that  listeners  like  to  hear 
the  same  records  over  and  over  again. 


In  response  to  this,  stationsTiave  been 
cutting  back  the  number  of  new  rec- 
ords played  from  40  or  so  a  week  to 
as  few  as  20.  WABC  in  New  York, 
the  teenagers'  delight,  recently  cut  its 
list  to  only  17.  Thus,  fewer  and  fewer 
new  records  are  getting  the  exposure 
they  need  in  order  to  help  them  de- 
velop into  hits. 

Increasingly,  the  stations  are  turn- 
ing to  "oldies"  encouraged  by  the  nos- 
talgia craze.  This  stimulates  the  sale 
of  oldies  by  the  record  companies.  As 
a  result,  says  Don  Graham,  a  veteran 
record  promoter,  "there  are  no  more 


top  40  hits,  just  ten."  With  fewer  hits 
to  carry  the  stiffs,  most  companies  are 
cutting  back  sharply  on  costs.  Besides 
personnel  cutbacks  and  artist  roster 
prunings,  Warner,  for  example,  has 
set  up  a  nationwide  distribution  sys- 
tem which,  a  company  spokesman  es- 
timates, will  save  $12  million. 

The  next  step  will  almost  certainly 
be  that  famous  heads— some  of  them 
make.  $350,000  a  year  and  unlimited 
^expenses— will  roll  at  the  top  of  the 
industry.  More  than  a  few  high-paid 
"geniuses"  are  turning  out  to  be  ordi- 
nary mortals  after  all.  ■ 


Wallace  in  Wonderland . . . 


.  .  .  where  losses  become  profits, 

and  a  $181-million  railroad  is  worth  just  $1. 


Remember  the  Cheshire  Cat  in  Alice's 
Wonderland?  As  it  sat  on  a  tree  branch 
spouting  confusion  at  Alice,  the  grin- 
ning cat  all  but  disappeared.  All,  that 
is,  but  its  grin. 

Now  we  have  a  Cheshire  railroad. 
It  is  the  Missouri-Kansas-Texas  Rail- 
road; the  pereimially  down-but-nev- 
er-out  Katy— 2,700  miles  of  largely 
unkempt  road  bed  and  freight-hun- 
gry track  grousing  from  Kansas  City, 
Mo.  to  Galveston,  Tex.  like  a  disowned 
pack  mule.  The  Katy  has  been  notable 
chiefly  for  the  fact  that  20-odd  years 
have  elapsed  since  it  last  paid  a  divi- 
dend in  its  common  stock.  Well,  the 
plot  thickens. 

In  1968  the  Katy  became  the  larg- 
est part  of  a  holding  company  called 
Katy  Industries.  But  although  the  rail- 
road is  stiU  chugging  along  in  the  real 
world— revenues  of  $80  million  in  1972 
and  a  $7-million  net  loss— it  has  all  but 
disappeared  from  its  holding  com- 
pany's balance  sheet.  In  the  assets  col- 
umn, it  is  only  a  grin. 

The  grin  is  a  reference  to  a  note 
in  the  back  of  the  annual  report.  The 
note  explains  how  the  holding  com- 
pany wrote  down  its  original  $17- 
million  equity  in  the  railroad  to  a 
nominal  $1  in  1970.  The  irony  be- 
hind the  grin  is  something  else. 

The  telling  of  this  wonder  goes 
back  to  1969  when  private  conglom- 
erator  (from  Massachusetts)  Wallace 
Carroll  took  a  liking  to  Katy's  New 
York  Stock  Exchange  listing  and  the 
railroad's  $34-million  tax-loss  carry- 
forwards. Carroll  had  acquired  a  par- 
cel of  well-run  family-owned  compa- 
nies and  built  them  into  a  $50-million 
outfit  called  American  Gage  &  Ma- 
chine, which  makes,  among  other 
things,    electrical    measuring    instru- 


ments. In  1970,  while  most  conglom- 
erators  were  past  their  peak,  Carroll 
made  his  play  for  the  big  time.  Katy 
Industries  acquired  Carroll's  privately 
held  American  Gage— but  the  acquir- 
er was  really  the  acquired.  Carroll 
emerged  as  43%  owner  of  Katy  Indus- 
tries and  board  chairman. 

Carroll  now  had  a  public  listing,  a 
money-losing  railroad  and  no  roman- 
tic delusions.  What  he  was  most  in- 
terested in  was  not  the  Katy,  but 
the  Katy's  grin.  Today  nothing  of  the 
railroad— not  its  negative  book  value 
of  $9  million,  nor  its  net  deficit— is 
consolidated  in  Katy  Industries'  an- 
nual report. 

But  the  holding  company  does  con- 
solidate the  railroad  on  its  federal  in- 
come tax  statement.  Thus  it  gained  a 
credit  last  year  of  $3.9  million,  dou- 
bling Katy's  1972  net  income— sans 
railroad— to  $7.7  million. 

Since  1970  Carroll  has  spent  some 
$34  million  to  purchase  15  compa- 
nies for  Katy  Industries— mostly  small, 
privately  owned  outfits.  "Usually  the 
family  is  looking  for  liquidity,"  says 
Carroll.  "They  stay  on  to  run  the  busi- 
nesses after  we  buy  them."  By  put- 
ting them  behind  the  railroad's  tax 
shelter,  Carroll  virtually  doubles  their 
profits  overnight. 

Last  year,  of  the  32  companies  con- 
solidated, two  shrimp  boat  fleets  oper- 
ating out  of  Florida  and  Guyana  were 
the  big  winners.  The  B-G  Shrimp 
Group  earned  a  third  of  Katy  Indus- 
tries' 1972  total  on  only  less  than  15% 
of  its  sales,  and  it  is  doing  even  better 
in  1973.  Among  Carroll's  other  com- 
panies (shoemaking  machines,  electri- 
cal specialty  manufacturers,  an  iron 
works— only  three  with  sales  of  over 
$10   million   among   them),    there   is 


hardly  a  money-loser,  but  there  are  no 
champions  there,  either. 

Soft-spoken  Wallace  Carroll,  65, 
not  an  ounce  of  executive  pomp  in 
him,  drives  his  own  limousine  while 
Reginald  Whitman,  a  40-year  veteran 
of  big-time  railroading  who  has  run 
the  Katy  since  1970,  explains  why  his 
charge  won't  break  even  in  1973. 
"Sure,  we're  shipping  grain  to  Gal- 
veston," says  Whitman,  "but  what 
about  the  empty  hopper  cars  we  are 
running  back  to  Kansas  City?"  Over 
an  all-hands  lunch  of  fried  chicken 
and  pound  cake,  Carroll  prods  his 
managers  to  stir  some  excitement 
about  Katy  Industries.  One  move  that 
stands  out  is  its  recent  acquisition  of 
a  46%  interest  in  Bush  Universal, 
a  $100-million  multicompany  that  in- 
cludes a  50%  interest  in  what  is  left  of 
the  Hamilton  Watch  company.  The 
object,  of  course,  is  to  create  even 
more  profits  to  double  behind  Katy 
Industries'  tax  refuge. 

Now,  the  write-down.  That's  sort 
of  a  side  issue.  The  holding  compa- 
ny's original  $17-million  equity  in  the 
railroad  had  vanished  under  railroad 
losses  between  1968-70.  So,  with  Se- 
curities &  Exchange  Commission  ap- 
proval, Katy  wrote  off  the  equity,  and 
as  a  result  no  longer  has  to  charge 
the  railroad's  losses  against  its  con- 
solidated earnings.  Furthermore,  Katy 
no  longer  had  to  carry  the  railroad's 
huge  debt  on  its  balance  sheet. 

There  may  be  yet  another  kicker 
for  Wallace  Carroll  and  his  stock- 
holders. A  write-down,  after  all,  is 
only  a  paper  transaction;  Katy  Indus- 
tries still  controls  the  railroad.  If  the 
V'estern  railroads  ever  unscramble 
their  merger  situation,  someone  would 
have  to  pick  up  the  Katy  to  preserve 
its  services.  Probably"  no  merger  part- 
ner would  be  willing  to  pay  much  for 
the  equity  in  this  battered  railroad, 
but  whatever  they  did  pay  over  $1 
would  end  up  as  a  capital  gain  for 
Katy  Industries. 

The  Katy  might  not  be  much  of  a 
cat,  but  it  sure  has  a  lovely  smile.  ■ 
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The  Hamsoyburger 


Science  made  it  possible,  but  high  meat 
prices  made  it  practical:  the  hybrid  hamburger, 
which  is  in  many  ways  better  than  the  real  thing. 


The  use  of  soybean  products  to  make 
meat  go  further  is  an  idea  whose  time 
has  come.  For  years,  U.S.  corpora- 
tions have  been  experimenting  with 
the  idea:  It  took  soaring  beef  prices  to 
put  the  idea  over  the  top. 

Red  Owl  Supermarkets  of  Minneap- 
olis was  in  the  vanguard.  In  March 
this  409-store  chain  splashed  out  a 
50-store  introduction  of  Juicy  Burger 
II,  a  75%  meat,  25%  soybean  product. 
The  new  product  was  20  cents  a 
pound  cheaper  than  the  all-meat 
product.  That  was  the  obvious  lure. 
But  there  were  other  features:  lower 
in  cholesterol,  fewer  calories  and 
less  shrinkage. 

"Many  of  my  friends  in  the  indus- 
try thought  we  were  crazy,"  says 
Kathryn  Searight,  director  of  consum- 
er aflFairs  for  Red  Owl.  "They  were 
concerned  that  people  would  consider 
the  soy  a  filler  instead  of  nutritious. 
But  we  found  people  who  would  buy 
one  pound  out  of  curiosity  and  come 
back  the  next  day  and  buy  20  pounds. 
We  made  it  work,  because  we  told  it 
like  it  was.  There  was  no  question  in 
anyone's  mind.  We  sold  our  millionth 
pound  not  too  long  after  the  initial 
introduction." 

Today,  six  months  later,  the  product 
is  called  Juicy  Blend  II  instead  of 
Juicy  Burger— in  response  to  screams 
from  the  state  department  of  agricul- 
ture. But  by  whatever  the  name,  the 
hybrid  product  is  outselling  the  regu- 
lar ground  meat  6-to-l  and  is  rurming 
at  17%  to  18%  of  the  company's  total 
meat  volume. 

Once  Red  Owl  broke  the  imaginary 
hurdle  of  .consumer  resistance,  hun- 
dreds of  supermarkets,  including 
chains  like  Kroger,  Safeway,  Grand 
Union,  Stop  &  Shop,  are  offering  it. 
"I  don't  know  of  anyone  who  has  in- 
troduced the  product  and  dropped 
it,"  says  Timothy  McEnroe  of  the 
National  Association  of  Food  Chains. 

Of  course  the  sweep  to  hamsoyburg- 
ers  is  meeting  some  resistance.  Nothing 
dies  harder  than  eating  habits— as  any 
would-be  dieter  knows.  And  at  least 
one  supermarket  chain  is  selling  the 
extender  separately  and  letting  the 
housewife  do  her  own  blending.  "We 


Who  Would  Suspect? 

Thousands  of  Americans,  swearing 
you  can't  iasfe  the  difference, 
have  switched  their  allegiance 
from  all-beef  to  soy-beef.  You 
can  save  the  difference— 20  cents 
a  pound  in  the  supermarket. 


got  some  negative  comments  from 
people  ringing  the  bell  at  the  meat 
counter.  They  wanted  to  make  sure 
there  were  no  soybeans  in  our  meat," 
says  Richard  Lebo,  vice  president  of 
merchandising  and  advertising  at  Eis- 
ner Food  Stores,  which  has  80  super- 
markets in  Illinois  and  Indiana.  "We 
wanted  to  avoid  confusion  in  people's 
minds."  But  Lebo  reports  that  soy- 
bean extender  is  selling  very  well. 

Technically,  the  hamsoyburgers 
have  been  feasible  for  a  long  time, 
but  it  took  Red  Owl's  pioneering  and 
soaring  meat  prices  to  get  them  really 
rolling. 

"The  high  meat  prices  saved  at 
least  two  years  of  marketing  efforts," 
says  Richard  Burket,  president  of  the 
protein  specialty  division  at  Decatm*, 
Ill.'s  Archer-Daniels-Midland.  "The 
consumer  was  mad.  She  felt  put  upon. 
She  was  ready  to  try  something  new." 

"Demand  since  April  has  been  lit- 
erally fantastic,"  says  Edward  David- 
heiser,  director  of  marketing  at  Cen- 
tral Soya's  Chemurgy  division.  Gener- 
al Mills  is  happy  about  the  fact  that 


it  came  into  this  summer  with  vastly 
expanded  capacity  in  the  field. 

How  does  the  product  taste? 
Dwayne  Andreas,  CEO  of  Archer- 
Daniels-Midland,  has  done  some  care- 
ful market-testing.  He  claims  that  as 
long  as  the  proportion  of  soybean 
extender  does  not  exceed  30%,  a  vast 
majority  of  the  population  cannot 
taste  any  difference  as  against  a  100% 
meat  product.  Most  people  with 
whom  Forbes  talked  agreed.  Kermit 
Bird,  head  of  the  Nutrition  Pro- 
grams Group  of  the  Agriculture  De- 
partment's school  lunch  program, 
dismisses  taste  as  a  serious  problem. 
"Our  biggest  problems,"  he  says,  "are 
with  meat,  not  the  soy  protein.  You 
think  meat  is  meat,  but  it  isn't.  They 
can  take  ordinary  hamburger,  mix  it 
with  animal  products  and  load  it  up 
with  fats."  The  school  lunch  program 
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Delta  is  an  air  line  run  by  professionals. 
Like  Bob  Pickett,  Customer  Services 
Supervisor. 

He  runs  a  busy  Delta  downtown  ticket 
office.  One  minute  he's  on  the  phone 
solving  a  knotty  fare  problem.  The 
next  minute  he's  laying  out  an  8,000>niile 
itinerary.  Or  booking  a  package  vacation. 
Or  preparing  tickets  for  100  people  on  a 
group  flight. 

But  Bob  Pickett's  never  too  busy  to  treat 
you  like  the  VIP  you  are. 


Delta  is  readty 
whenyou  are. 


Dena's  Wide-Ride"*  DC- 10  gives  "comfort"  a  whole  new  meaning  Two-by-two  seats 

in  both  Tourist  and  First  Class.  Now  Delta  has  the  747,  the  727-200  and  the 

DC-10  in  its  Wide-Ride  fleet. 
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has  been  serving  soy-extended  ham- 
burger since  1971  and  claims  to  be 
very  pleased  with  the  results. 

At  the  moment,  the  experts  can't 
agree  on  the  size  of  the  market.  Esti- 
mates run  from  80  miUion  to  150 
million  pounds  of  meat-extender.  Tak- 
ing a  middle  figiire  and  an  average 
price  of  35  cents  a  pound,  you  get  a 
market  worth  about  $40  million.  But 
everyone  agrees  on  this:  The  present 
market  is  only  a  tiny  beginning. 

The  Department  of  Agriculture  pre- 
dicts that  by  1980  soy-extenders  will 
constitute  from  10%  to  20%  of  the 
"meat"  consumed  in  the  U.S.  Since  the 
Department  looks  for  meat  production 
of  over  21  biUion  poimds  by  then, 
the  figures  wo\ild  suggest  a  market 
of  between  2  billion  and  4  billion 
pounds  of  soy-extenders.  That  would 
mean  a  dollar  volume  of  between 
$700  million  to  $1  billion,  assuming 
the  price  per  pound  remains  the 
same— a  target  well  worth  shooting  at 
for  companies  with  expertise. 

More  to  Come 

Optimists  think  that  soy-extenders 
are  only  the  beginning.  The  ultimate 
in  food-raising  efficiency  would  be  if 
a  way  could  be  found  to  substitute 
100%  soybeans  for  meat— so-called 
meat  analogues.  This  is  currently 
being  done  on  a  small  scale,  chiefly 
for  the  vegetarian  market,  and  is  be- 
ing test-marketed  elsewhere  (Forbes, 
Apr.  J).  Miles  Laboratories,  with  its 
Momingstar  and  Stripples  brands, 
and  General  Mills,  with  Bacos  and 
Bontrae,  are  the  leaders. 

A-D-M  and  Central  Soya  and  most 
of  the  others,  however,  are  watching 
and  waiting  before  jumping  into  meat 
analogues.  They  feel  that  wide  ac- 
ceptance of  these  products  is  ten  to 
20  years  away.  "We  will  be  able  to 
expand  and  upgrade  our  product  to- 
ward analogues  as  that  market  ex- 
pands," says  Burket  of  A-D-M.  A 
current  problem  with  the  analogues  is 
that  the  spiiming  process  needed  to 
produce  them  is  so  expensive  that, 
pound  for  pound,  the  analogues  cost 
almost  as  much  as  the  genuine  arti- 
cle. Where  soybean  meat-extenders 
sell  for  24  cents  to  40  cents  a 
pound  at  wholesale,  the  spun  ana- 
logues sell  for  50  cents  to  80  cents 
a  pound.  Hence,  unlike  soy-extended 
hamburger,  the  analogues  must  be 
sold  for  convenience  and  for  dietary 
virtues  rather  than  on  price. 

Does  all  this  sound  farfetched  to 
the  traditionally  meat-and-potatoes 
Americans?  Perhaps,  but  they  said 
margarine  was  farfetched,  and  it  now 
has  two-thirds  of  the  market  formerly 
monopolized  by  butter.  And  almost 
nobody  was  prepared  for  this  year's 
sweep  toward  hamsoyburgers.  ■ 
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individual  as 
your  fingerprint 


No  two  corporations  have  the  same  banking 
requirements.  Which  is  why,  at  C&S,  we  respond 
differently  to  the  needs  of  every  one  of  our 
corporate  clients. 

Every  facet  of  your  business  is  taken  into 
careftil  consideration.  Working  with  you,  a  plan 
is  de>>eloped  to  accommodate  both  your  current 
needs  and  your  long-range  objectives.  And  C&S 
is  equipped  to  handle  all  your  banking  require- 
ments—from total  cash  management  and  payroll 
processing  to  international  banking,  pension  and 


profit  sharing  fund  management,  plant  site  loca- 
tion, and  mergers  and  acquisitions. 

Our  management  team  is  extremely  flexible. 
And  that's  important.  Because  it  means  your 
banking  plan  can  be  up-dated  on  a  moment's 
notice— to  take  advantage  of  any  new  develop- 
ments which  may  arise. 

No  wonder  more  than  80  of  the  top  1 00  U.S. 
corporations  are  already  doing  business  with 
C&S.  Isn't  it  time  you  let  us  custom-tailor  a 
banking  plan  to  your  specifications? 


CgS 


The  Citizens  and  Southern  Banks  in  Georgia 


MEMBER  FDIC 


Addressograph  Multigraph  Had  a  Great  Fall 


Davis  of  AM 


Can  Charles  Davis  put  it  back  together  again? 

As    CORPORATE    SALARIES    GO,    CharlcS 

L.  Davis  isn't  making  particularly  big 
money:  His  salary  as  president  of 
Cleveland's  Addressograph  Multi- 
graph  Coip.  runs  around  $200,000  a 
year.  But  to  get  Davis  to  leave  a  top 
job  at  Honeywell,  Inc.,  Addresso- 
graph's  directors  made  him  an  unusual 
offer.  For  coming  on  board,  it  gave 
him  a  cash  bonus  of  $86,500  and 
40,000  shares  of  AM  stock,  with  a 
value  at  the  time  of  $1.2  million. 

It  is  a  measure  of  how  badly  AM 
needed  a  new  boss  that  Davis'  stock 
is  worth  only  $500,000  today.  He 
knew  at  the  time— and  has  amply 
learned  since— that  he  was  not  step- 
ping into  a  bed  of  roses. 

Davis  took  over  a  once-great  com- 
pany, badly  decayed.  The  rot  had  been 
settling  in  for  a  long  time.  The  col- 
lapse, however,  seemed  sudden.  In 
1968  AM  was  selling  as  high  as  31 
times  earnings.  It  was  then  earning  $3 
a  share,  15%  on  stockholders'  equity. 
In  the  year  ended  July  31,  1972  AM 
earned  8%.  It  won't  do  half  as  well  in 
the  fiscal  year  completed  last  July. 
AM  stock  sold  as  high  as  $85  a  share 
in  1969;  it  sells  at  $12  today. 

The  company  was  started  in  1893 
in  a  Chicago  garage.  It  made  a  sim- 
ple mechanical  device  that  stamped 
names  and  addresses  on  envelopes. 
The  duplicator,  a  complicated  ma- 
chine that  uses  offset  printing  to  make 
copies  in  volume,  was  added,  via  ac- 
quisition, to  the  product  line  in  1930. 
With  only  modest  modifications,  the 
company  continued  with  this  basic 
product  line  right  up  through  the  Six- 
ties. It  paid  scant  attention  to  the 
computer,  which  made  addressing  en- 
velopes an  automatic  process.  It  didn't 
seem  to  vorry  that  Xerox'  xerography 
made  duplicating  a  simple  chore  that 
could  be  performed  by  a  secretary. 

The  company's  management  was 
old,  too,  and  it  had  no  taste  for  the 
electronic  age.  Between  1952-67  the 
company  was  run  by  domineering  J. 
Basil  Ward.  But  Ward  didn't  quit  un- 
til he  was  74,  and  then  he  was  re- 
placed by  64-year-old  William  H.  Wil- 
son. In  a  crash  effort  to  update  the 
company's  sales  catalog,  Wilson 
brought  out  23  new  products  in  three 
years.  But  most  of  them  were  poorly 
engineered.  Sixteen  of  them  flopped, 
forcing  the  company  to  write  off 
$16.2  million  in  losses  in  1971. 

That  was  when  AM  approached 
Davis,  a  former  Army  colonel  who  had 
been  with  Honeywell  since  1955.  He 
had  run  Honeywell's  defense  business 


for  six  years  and  then  played  a  key 
role  in  the  acquisition  of  General 
Electric's  computer  business.  From  a 
company  that  made  and  sold  com- 
puters, he  came  to  one  that  did  not 
even  have  its  own  accounting  systems 
computerized.  This  has  now  been 
done,  revealing  so  much  past  neglect 
that  he  has  had  to  set  up  a  reserve  of 
$12  million  for  doubtful  accounts  and 
a  $14-million  inventory  write-off. 

What  can  Davis  do  to  get  AM 
healthy  again  when  so  much  of  its 
business.,  has  been  lost  to  such  giants 
as  Xerox?  The  company's  sales,  if  you 
factor  out  inflationary  price  increases, 
have  not  grown  much  over  the  past 
half  dozen  years.  Davis'  answer  to 
the  problem  has  a  famihar  ring: 
"The  late  coach  Vince  Lombardi's 
rule  was  to  execute  the  basics.  That 
way  you  can  move  down  the  field  five 
yards  at  a  time  and  you  never  have 
to  throw  a  touchdown  pass.  That's 
what  we've  got  to  do." 

The  key  to  Lombardi's  "grind-it- 
out"  style  of  play  was  a  good  line, 
and  AM  has  a  strong  line  in  its 
11,300-man  sales  and  technical  force. 
In  size  it  compares  with  Xerox'  17,500 
sales-technical  force,  but  Xerox  has 
more  than  five  times  the  sales  volume 
of  AM.  The  result  is  both  a  problem 
and  an  opportunity  for  AM.  The  prob- 
lem is  that  each  of  its  average  sales- 
men brings  in  $100,000  in  business, 
where  a  Xerox  salesman  brings  in 
$360,000  to  $400,000.  In  short,  AM 


has  a  good  sales  force,  but  isn't  using 
it  eflBciently. 

Davis'  goal  is  to  have  each  sales- 
man selling  $180,000  worth  of  equip- 
ment annually.  And  to  help  them  he 
has  spent  over  $40  million  to  engineer 
and  develop  new  products.  This  year 
around  half  a  dozen  are  expected  to 
be  put  into  the  sales  catalog.  In  the 
meantime,  to  fill  out  AM's  product 
line,  Davis  has  picked  up  some  20 
products  through  acquisition  and  li- 
censing agreements. 

AM's  strength  always  was  in  the 
duplicating— or  volume  copying— field. 
Davis'  new  entry  in  this  line  is  what 
AM  calls  a  "total  copy  system."  This 
is  basically  a  marriage  between  a 
copier,  which  makes  a  "master,"  and 
a  miniature  offset  press,  which  can 
print  up  to  10,000  copies  an  hour. 
Xerox  is  in  the  volume  copy  business 
with  its  7000  machine,  which  does 
not  have  to  be  monitored  by  a 
trained  operator  as  the  AM  machine 
does.  On  the  other  hand  AM  is  ahead 
on  price— half  a  cent  a  copy,  vs.  near 
a  penny  for  Xerox.  That  spread  may 
not  exist  for  too  long.  Xerox  has  spent 
over  $100  milhon  to  develop  a  new 
duplicating  machine  which  it  says  it 
will  introduce  next  year. 

In  copiers  Davis  has  done  what 
a  company  that  neglected  research 
for  so  many  years  must  do:  He  has 
licensed  a  plain  paper  copier  from 
Canon  of  Japan.  He  is  spending  much 
of  AM's  R&D  budget  to  develop  a  bet- 
ter entry  in  the  field  for  AM.  The 
company's  R&D  budget  is  up  around 
$25  million  annually  now,  vs.  $8  mil- 
lion back  in  the  1960s. 

Davis  has  one  great  strength:  AM 
is  financially  strong,  with  ample  work- 
ing capital  at  about  $40  million,  man- 
ageable debt  at  around  $85  million. 

Says  Davis  of  the  place  he  thinks 
AM  can  occupy:  "What  we  are  try- 
ing to  do  is  get  a  good  line  of  propri- 
etary products.  We  must  continue  our 
leadership  in  the  high-volume  dup- 
licating market  and  get  a  position  in 
the  fat  and  growing  data  transaction 
market  [retail  sales  and  inventory  in- 
formation that  is  compiled  automati- 
cally and  then  transmitted  to  com- 
puters], and  we  must  rebuild  our  posi- 
tion in  commercial  printing  and  pub- 
lishing. I  don't  think  we  have  to  do 
anything  spectacular  to  make  this  a 
great  company." 

Clearly,  Davis  believes  in  the  pow- 
er of  positive  thinking,  because  there's 
no  doubt  but  that  he  has  a  hard 
row  to  hoe.  ■ 


88 


FORBES,   SEPTEMBER   15,    1973 


«i; 


V*** 


..^^c> 


As  you're  fighting  your  way  tojthe  top 
it  helps  to  have  a  taste  of  what's  lip  there. 


ttJif  *•* .  .■  *=•' 


OLD 


:R.  &  SONS,  LTD. 

^RNOCK,  SCOTLAND 


:T  no  A  FIFTH  PPICEL  UM  ,m  ACCOf  [;ING  TO  SfATE  AND  LOCAL  TA/El   12  /EAR  OLD  BLENDED  SCOTCH  WHlSKf  86  8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSErlfrORTERS,  LTD.,  N.f .  N.V. 


Last  year,  out  of  44,190 

engineering  graduates 

only  405  were  black. 


General  Electric  is  trying 
to  do  something  about  it 


GE  is  trying  to  increase  the  num- 
ber of  minority  engineers.  With 
a  program  to  tell  minority  youth 
about  the  rewards  of  engineer- 
ing. With  grants  to  engineering 
colleges  to  encourage  minority 
education.  With  programs  to 
help  minority  engineering  stu- 
dents stay  in  engineering. 

Less  than  1%  of  America's 
graduating  engineers  are  black. 
And  only  a  handful  are  from 
other  minorities  or  are  female. 
General  Electric  is  trying  to 


help  increase  the  annual  num- 
ber of  minority  engineering 
graduates  10  to  15  times  by  the 
mid  80's. 

We've  been  working  with 
educators,  minority  groups, 
technical  societies,  other  com- 
panies and  the  government  to 
plan  a  national  attack  on  the 
problem.  They're  all  doing  a 
lot.  Meanwhile,  we've  been  do- 
ing a  lot,  too. 

Motivating  minority  youth. 

A  lot  of  minority  kids  don't  even 


know  what  an  engineer  is.  No 
one's  ever  told  them  about  en- 
gineers. Or  about  the  impor- 
tant problems  they  can  help 
solve. 

GE  is  out  to  tell  them.  We're 
aiming  a  national  information 
campaign  at  minority  students 
from  grammar  school  to  college. 

We're  also  asking  the  na- 
tion's teachers  and  counselors 
for  help.  This  year  alone,  we 
expect  to  reach  over  18,000 
counselors. 

And  we're  also  bringing 


minority  kids  inside  our  plants. 
To  meet  engineers.  And  see 
what  kind  of  work  they  do. 

Money  for  schools. 

Training  all  those  new  en- 
gineers will  take  money. 

Last  year,  GE  gave  major 
grants  to  each  of  the  six  tra- 
ditionally black  engineering 
schools.  To  improve  courses.  To 
build  enrollments. 

We  also  gave  grants  to  30 
other  schools  and  organiza- 
tions. To  help  train  minorities 


-in  engineering  and  related 
fields.  To  help  educators  find 
new  solutions  to  the  shortage. 

Helping  minority  students 
stay  in  engineering. 

Many  white  engineering  stu- 
dents have  parents  or  relatives 
who  are  engineers.  They've 
been  exposed  to  engineers  and 
engineering  all  their  lives. 
Most  minority  students  don't 
have  that  advantage.  They 
don't  have  that  special  back- 
ground to  give  them  confidence 

Progress  for  People. 


and  extra  incentive  to  "stay 
with  it." 

General  Electric  is  working 
on  many  programs  to  help  fill 
that  void.  These  include  pro- 
grams where  college  students 
divide  their  time  between 
school  and  work  at  GE.  Also 
summer  job  programs,  plant 
visits  and  more. 

General  Electric  wants 
minorities  to  succeed  in  engi- 
neering. The  reason  is  simple. 
America  depends  on  engineers. 
And  so  does  General  Electric. 


GENERAL 


ELECTRIC 


How  a  small  chemical  company 
became  one  of  the  world^s 
largest  intemational  banks^ 


Today,  Chemical  Bank  is  one  of  the 
world  s  leading  financial  institutions.  We  do 
business  with  over  80%  of  the  world  s 
multinational  companies  that  have  over 
$2  billion  in  annual  sales.  Our  world-wide 
services  are  so  extensive  that  no  matter 
what  business  your  company  is  in,  we  can 
provide  the  banking 
support  you  need.  But  150 
years  ago  we  weren't 
even  a  bank.  We  were  the 
New  York  Chemical 
Manufacturing  Company 
located  in  a  rural  area 
of  Manhattan  known  aa 
Greenwich  Village. 

Chemicars  past. 

Long  before  we  became 
known  as  a  businessman's 
bank,  we  were  a  business- 
man's business.  We  were 
founded  by  a  local  paint 
manufacturer,  a  druggist, 
and  a  prosperous  New 
York  grocer  with  the  mellifluous  name  of 
Balthasar  Melick. 

In  1824  we  applied  to  the  legislature 
for  permission  to  operate  as  a  bank.  Later 
that  year  a  bank  charter  was  granted. 
Since  then  a  lot  of  things  have  changed. 
For  one  thing  we  no  longer  manufacture 
chemicals.  And  for  another  we  no  longer 
require  our  cashiers  to  live  above  the 
counting  room  "the  better  to  guard  the 
bank's  funds'.' 

Chemical^s  present. 

In  1917  we  ranked  129th  among  U.S. 
banks.  Today,  we're  number  six  and  still 
growing.  In  the  last  year  we've  opened  new 
offices  in  Tokyo,  Sydney,  Birmingham, 


and  Milan.  We've  also  opened  a  new 
subsidiary:  Chemical  Bank  International  of 
San  Francisco  to  better  serve  your  inter- 
national needs. 

Right  now,  we're  supplying  American 
businessmen  with  financial  energy  to  meet 
the  changing  demands  of  today's  business 

world.  With  everything 
from  product  and  project 
financing  in  the  develop- 
ing markets  of  Eastern 
Europe  and  the  Far  East 
to  specially  designed  pro- 
grams involving  leasing 
and  commercial  financing 
and  factoring. 

Chemicars  future* 

As  new  markets  de- 
velop, we'll  play  an  even 
greater  role  as  an  inter- 
national bank.  By  in- 
creasing our  strength  in 
all  of  the  world's  major 
markets  and  by  offering 

an  even  wider  range  of  financial  services. 

In  America  and  around  the  world. 

Our  world-wide  offices* 

Main  Office:  New  York.  Branch  Offices: 
Brussels,  Frankfurt,  London,  Paris,  Tokyo, 
Zurich,  and  Nassau.  Representative  Offices 
in  Beirut,  Birmingham,  Madrid,  Milan, 
Bogota,  Buenos  Aires,  Caracas,  Rio  de 
Janeiro,  Sao  Paulo,  Mexico  City,  Hong  Kong, 
Manila,  and  Sydney  Subsidiary:  Chemical 
Bank  International  of  San  Francisco. 
Correspondent  banks  in  over  185  nations. 

CkmicalBanc 

The  American  businessman:  When  his  needs 
are  financial,  his  reaction  is  Chemical. 


Red  &  Black  &  White 


Red  metal,  white  privilege, 
black  power.  The  three 
coexist  uneasily  in 
the  rich  Zambia  copper  belt. 

It  is  a  fine  line,  the  one  that  dis- 
tinguishes nationalization  from  confis- 
cation. Upon  an  ability  to  walk  this 
line  rests  the  fate  of  literally  billions 
of  dollars  worth  of  U.S.  investments 
abroad.  Becaixse  Chile  was  not  able 
to  do  so,  Anaconda  and  Kennecott  lost 
their  rich  Chilean  copper  stake.  At 
the  moment,  the  international  oil  com- 
panies are  involved  in  complex  nego- 
tiations on  the  same  issue. 

Is  a  workable  solution  possible? 
Can  underdeveloped  nations  with  val- 
uable resources  be  persuaded  that 
their  real  interest  lies  in  cooperation 
with,  rather  than  confiscation  of,  com- 
panies that  develop  their  resources? 

Prospects  for  realistic  compromise 
received  a  setback  late  last  month, 
when  Kenneth  Kaunda,  president  of 
Zambia,  abruptly  and  unilaterally 
changed  the  terms  of  a  deal  he  had 
made  with  two  great  multinational 
companies,  the  U.S.'  American  Metal 
Climax     and     South    Africa's     Anglo 


Political  Ploy.  Nchanga's  boss,  lack 
deBeer,  may  be  South  African,  but, 
as  founder  of  the  anti-apartheid  Pro- 
gressives, he's  acceptable  in  Zambia. 


American  Corp.  A  tough  but  moderate 
man,  Kaunda  is  widely  regarded  as 
perhaps  black  Africa's  most  capable 
leader.  He  is  neither  anti-West  nor 
anti-white.  Yet  even  he  seems  unable 
to  accept  a  situation  where  foreign 
corporations  exploit  his  country's  na- 
tural resources. 

Zambia— Northern  Rhodesia  in  co- 
lonial times— sits  on  one  of  the  world's 
largest  copper  deposits.  Amax  and 
Anglo  American  controlled  the  com- 
panies that  ran  the  mines.  Copper 
produces  in  good  years  close  to  half 
Zambia's  gross  national  product  and 
virtually  all  its  foreign  exchange. 

At  the  time  of  independence  the 
companies  offered  to  sell  the  govern- 
ment a  stake  in  the  mines.  Canny 
Kenneth  Kaunda  shook  his  head,  no. 

Five  years  later,  in  1969,  Kaunda 
boldly  demanded  control  of  the  mines, 
making  political  hay  as  a  man  who 
deals  toughly  with  ex-colonialists.  In 
fact,  the  final  deal  was  fair  to  all. 

Today  the  foreign  companies  and 
the  Zambian  government  are  partners 
(foreigners  49%,  Zambia  51%),  the 
mines  are  thriving  and  everybody  is 
making  a  good  deal  of  money. 

A  government  corporation,  Minde- 
co,  was  formed  to  buy  51%  of  both 
companies'  properties.  The  payment 
was  a  bit  over  $300  million  in  eight- 
and  12-year  6%  bonds.  The  price 
was  based  on  book  value  rather  than 
on  market  value  and  was  less  than 
the  companies  would  have  liked.  Still, 
it  was  a  long  way  from  confiscation. 

The  deal  also  provided  that  both 
Anglo  and  Amax  would  continue  to 
sell  the  output  of  the  mines  on  the 
world  market  and  would  continue  to 
provide— at  a  good  fee— both  tech- 
nical and  management  services.  Now 
Kaunda  has  announced  that  Zambia 
will  redeem  the  debt,  revoke  the  man- 
agement contracts  and  set  up  its  own 
marketing  organization. 

Until  now,  the  foreign  companies 
have  fared  well.  They  no  longer 
owned  the  mines,  but  there  was  the 
interest  on  the  bonds,  $18  million  a 
year  at  the  start,  plus  the  manage- 
ment fees.  Together  they  came  very 
close  to  matching  the  loss  of  51%  of 
the  dividend  income. 

In  sharp  contrast  with  Chile,  pro- 
ductivity in  Zambia  has  improved 
since  the  takeover.  First,  there  was  no 
management  revolution— the  same 
people  were  running  the  mines.  Ever 
since  Zambia  became  independent, 
the  mining  companies  have  been 
pushing  hard  to  Zambianize  their 
work  force,  so  the  government  had 
no  complaint  even  on  this  score.  A  lot 


Populist  President.  Under  Kenneth 
Kaunda,  Zambia  has  stayed  largely 
free  of  petty  corruption,  maintained 
its  dedication  to  the  common  man. 


of  white  miners,  many  of  them  more 
privileged  than  productive,  got  out  at 
independence,  so  that  every  Zambian 
added  meant  both  productivity  gains 
and  labor  cost  savings.  In  the  nine 
years  since  independence,  the  num- 
ber of  Zambians  employed  in  the  cop- 
per industry  has  risen  from  40,000  to 
46,000,  while  the  number  of  whites 
dropped  from  7,300  to  4,600. 

A  problem  remained  that,  even  by 
African  standards,  Zambia  is  an  un- 
commonly backward  country.  Its  4.5 
million  people  are  divided  into  73 
difi^erent  tribes,  speaking  seven  ma- 
jor languages  and  over  40  dialects, 
and  partly  for  this  reason  Zambia 
emerged  from  colonialism  with  one  of 
the  highest  ilHteracy  rates  in  all  of 
Africa.  Thus,  although  Zambians  have 
succeeded  in  taking  over  most  of  the 
nontechnical  jobs  in  the  mines  and 
many,  in  areas  like  personnel  and  pub- 
lic relations,  on  the  administrative 
level  as  well,  they  have  had  only 
modest  success  in  replacing  techni- 
cians or  managers.  "The  industiy  em- 
ploys 3,000  mining  engineers,  geol- 
ogists, metallurgists,"  one  Zambian 
official  points  out,  "but  no  more  than 
60  are  Zambians."  Humplirey  Mulem- 
ba,  minister  of  mines  and  mining  de- 
velopment, concedes:  "The  rate  of 
Zambianization  in  mining  now  de- 
pends   very   largely    on   the   rate    at 
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SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  Interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.  S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


SPRHYandSRVE 


Our  cost  conscious  Engineering  Department 
has  developed  a  spray  system  that  will  save  up 
to  80%  on  your  roof  maintenance  program. 
We  loan  you,  at  no  charge,  an  R-5  Roof  Spray 
Kit  valued  at  $1310.  One  of  our  Roofing  Engi- 
neers supplies  your  men  with  the  technical 
know-how  right  on  the  job.  Three  of  your  un- 
skilled laborers  can  cover  35,000  sq.  ft.  in  one 
day  at  a  cost  of  less  than  5C  per  sq.  ft.  includ- 
ing labor.  Fill  out  the  coupon  below  for  com- 
plete details  and  a  copy  of  our  56  page  Mainte- 
nance Catalog,  or  call  us  collect  at  (216) 
283-0300. 

pooooo^aooooooocooocooooo 
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Randuatrlall 
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l^andustrial  ® 
Corporation 


13306  Union  Avenue/Cleveland.  Ohio  44120 
Telex:  980  374  Phone:  (216)  283  -  0300 

Please  send: 

□  Details  on  Roof  Spray  System 

□  FREE  56  page  Catalog 

NAME 

TITLE 

COMPANY 

ADDRESS 

CITY.  STATE,  ZIP 

TEL.  NO.. 


(area  code)      (number) 


which    suitably    educated    Zambians 
come  forward." 

A  further  irritant  was  the  privileged 
position  of  the  white  technicians.  On- 
ly a  few  months  back,  black  Zambians 
protested  against  a  whites-only  club 
in  the  copper  belt— this  after  nine 
years  of  independence.  A  Zambian 
mine  worker  earns  about  $1,820  a 
year,  good  money  by  Zambian  stan- 
dards, but  very  httle  in  comparison 
with  the  $10,000  the  average  white 
technician  earns  annually.  Even  do- 


ing the  same  work,  a  white  worker 
gets  about  one-third  more  than  his 
Zambian  counterpart.  This  is  under- 
standable: The  Zambians  have  to  be 
there,  the  whites  don't.  So  inequahty 
remains  a  constant  irritant. 

Politics,  however,  do  intrude.  Zam- 
bia could  not  do  otherwise  than  sym- 
pathize with  and  aid  the  black  guer- 
illas who  are  harassing  white-niled 
Rhodesia.  In  petulant  reaction, 
Rhodesia's  white  government  closed 
its  border  with  Zambia.  Getting  Zam- 
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Dependent  on  Rhodesia  for  access  to  the  sea,  Zambia  proposed  building  a 
railroad  through  Tanzania  instead.  Britain,  the  U.S.,  the  U.N.  turned  the 
scheme  down  as  uneconomic,  so  Zambia  asked  and  got  help  from  Red  China. 
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I 


JABBERWOCKS 


OR? 


You  name  it.  An  inkblot  has  many  faces. 

So  does  insurance.  Consider  Workmen's  Compensation. 

You  might  see  it  only  as  post-accident  reimbursement.  We  see  something  more. 

Accident  prevention.  Savvy  claims  management  and  the  cost-conscious 

selection  of  a  rating  plan.  And  we  see  Peopleprotection, 

our  program  for  protecting  your  employees  on  the  job. 

And  off  the  job.  Call  us  about  it. 

/P^merican 
Mutual 

INSURANCE  COMPANIES.  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 


Big-city 
ptessutes 
got  you  on 

thewpes? 

Beaten  down  by  traffic  jams,  pollu- 
tion, crowds  and  confusion?  You're 
not  in  a  boxing  ring  . . .  you're  in  a 
vicious  circle.  Maybe  it's  time  to  get 
out.  Our  nine-state  area  has  towns  of 
5,000  to  100,000  where  the  living  is 
easy  and  relaxing,  but  the  resources 
and  facilities  are  plentiful,  including 
dependable  Frisco  freight  service. 
We'd  like  to  tell  you  about  these 
communities,  where  you  can  take  off 
the  gloves. 


""•••••••••I. 


72011 A 


FRISCO 


FOR  INFORMATION  about  our  easy-living 
small  ond  medium-size  towns  please  write  us 
on  your  letterhead  in  complete  confidence 
and  without  obligation,  stating  as  much  as 
possible  your  specific  needs. 

N.  A.  KIRCHOFF 

Asst.  Vice  President  and 

Director  of  Industrial  Development 

St.  Louis-San  Francisco  Railway  Co. 

923J    Frisco  BIdg.,  St.  Louis,  Mo.  63101 

or  call  (314)  241-7800 


bia's  .principal  export,  copp|pr,  out 
was  no  real  problem  (see  map)  be- 
cause copper  is  compact.  But  routes 
adequate  for  copper  lacked  the  ca- 
pacity to  handle  even  two-thirds  of 
Zambia's  normal  import  volume.  By 
1975,  when  the  Tanzam  railroad 
through  Tanzania  is  complete,  there 
will  be  no  problem,  but  meanwhile 
Zambia  has  to  rely  on  more  trucks, 
trains  and  air  freight  for  its  imports, 
including  materials  vital  to  copper 
mines.  The  United  Nations  has  esti- 
mated that  the  cost  of  doing  so  could 
run  as  high  as  $150  million. 

Now  the  irritants  have  produced  a 
change  in  the  relationship.  But  there 
could  be  even  more  problems  ahead. 
What  happens  if  copper  prices 
drop  sharply?  Copper  now  goes  for 
over  90  cents  a  pound  on  the  London 
Metal  Exchange.  But  as  recently  as 
last  November  it  sold  for  as  little  as 
46  cents.  A  return  even  partway  to 
the  lower  figure  could  wreak  havoc 
with  Zambia's  government  revenues, 
its  balance  of  payments,  its  already 
low  standard  of  living. 

There's  always  the  possibility  that 
Zambia  will  decide  to  increase  its  stake 
in  the  copper  industry  still  further- 
one  way  to  keep  its  income  up  if  cop- 
per prices  decline.  They  could  de- 
mand an  increase  from  51%  to  80%, 
say,  or  even  100%.  That,  after  all,  is 
what    Chile    did   when    the   political 


Call  Me  Bwana 


Named  for  the  Zambezi  River  that 
divides  white-dominated  Africa  to  the 
south  from  black-dominated  Africa  to 
the  north,  Zambia  is  a  landlocked 
Texas-sized  country  of  tropical  rain 
forests  and  sunbleached  pampas,  with 
one  great  natural  resource:  878  mil- 
lion tons  of  copper  averaging  3.4%, 
enough  to  last  into  the  21st  century. 

When  Zambia  emerged  from  the 
breakup  of  the  Federation  of  Rho- 
desia and  Nyasaland  a  decade  ago, 
the  country  was  destitute.  Nearly 
$200  million  worth  of  copper  taxes 
had  gone  into  the  development  of  the 
white  South,  which  is  now  Rhodesia. 
The  white  farmers  had  fled  to  the 
South,  and  Zambia's  never  very  pros- 
perous agricultural  production  col- 
lapsed. For  a  time,  the  mines  faltered 
for  lack  of  white  technicians. 

Yet  Zambia's  founder  and  presi- 
dent, the  charismatic  Kenneth  Kaun- 
da,  has  succeeded  in  building  a  mod- 
em republic:  a  paradoxical  country 
whose  equilibrium  sometimes  seems 
perilous,  where  skyscrapers  soar  from 
empty  African  prairies  and  grass 
grows  unmowed  in  the  boulevards  of 
the  capital  city,  but  where  real,  if 
slow,  progress  is  being  made  in  im- 


situation  seemed  to  demand  some 
show  of  strength  a  few  years  ago. 

The  inevitable  conclusion  is  that 
the  foreign  companies  will  continue 
to  lose  ground.  "Our  only  real  insur- 
ance," says  Zachariah  deBeer,  manag- 
ing director  of  Nchanga  Consolidated 
Copper  Mines,  "is  that  the  Zambian 
government  needs  our  knowhow. 
When  it  doesn't,  there's  no  security." 

He's  sa>ang  that  the  marriage  is  one 
of  convenience.  These  are  sometimes 
the  most  durable  marriages,  but  they 
require  tact  and  patience  on  both 
sides.  And  there  is  no  doubt  which 
partner  has  the  clout:  Zambia. 

The  only  conclusion  can  be  that  the 
ownership  and  exploitation  of  raw 
materials  in  developing  countries  is  a 
losing  game.  At  worst,  most  such 
operations  face  outright  confiscation. 
At  best,  a  gradual  erosion  of  their 
position. 

These  takeovers  will,  of  course, 
hurt  some  of  the  developing  nations. 
They  will  dry  up  sources  of  capital. 
But  there  is  the  other  side  to  the 
issue:  Moderate  governments  in  these 
countries  probably  carmot  stay  in 
power  unless  they  adopt  a  hard  line 
toward  what  must  appear  to  most  of 
their  people  as  foreign  exploitation. 
The  Western  nations  have  little 
choice.  Better  to  be  pushed  out  slow- 
ly and  compensated  by  a  Kaimda 
than  to  be  stolen  by  a  Qaddafil  ■ 


proving  the  lot  of  its  people. 

Kaunda  may  be  a  de  facto  dictator 
as  his  detractors  insist— he  has,  after 
all,  outlawed  all  political  parties  but 
his  own— but  he  is  a  benevolent  one, 
an  idealist  who  talks  of  humanism 
and  the  brotherhood  of  man,  who  lec- 
tures his  people  ceaselessly  on  the  vir- 
tues of  hard  work  and  sobriety,  who 
has  fought  a  so  far  successful  battle 
against  the  petty  lawlessness  and  cor- 
ruption that  have  made  neighboring 
Zaire  a  scandal  throughout  Africa. 

Colonial  attitudes  die  hard,  and 
the  white  expatriates  who  staflF  the 
copper  mines— from  Britain,  Canada, 
South  Africa— are  slow  to  relinquish 
their  traditional  status  as  God's  Cho- 
sen People.  To  an  astonishing  extent, 
Zambia  continues  to  grant  it  to  them— 
not  even  in  South  Africa  are  waiters 
likely  to  address  a  white  man  as 
Bwana,  which  is  to  say,  Master. 

So,  it's  an  uneasy  balance,  but  one 
that  seems  to  be  working.  If  Kaunda 
has  abrogated  his  original  deal  with 
the  copper  companies,  at  least  he  has 
not  entirely  confiscated  their  proper- 
ties. Most  important  of  all,  both  from 
Zambia's  and  the  West's  point  of 
view,  the  copper  continues  to  flow. 
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Borrow  an  idea 

(or  two) 

from  Pinkerton's. 


Get  a  patrolman— 
and  share  the  cost. 

Effective  security  doesn't 
have  to  cost  a  lot.  Especially 
when  you  and  other  busi- 
nessmen in  your  area  form 
a  "security  pool!'  One 
popular  application 
is  using  Pinkerton's 
Patrol  and 
Inspection  Service 
in  which  a  uniformed 
patrolman  in  a  radio- 
equipped  car  makes 
thorough— and 
verified —inspections  of  your 
group's  premises  at  pre-determined 
intervals.  You  and  your  business 
neighbors  share  the  cost— and  the 
security.  It  works  beautifully. 

Before  you  investigate,  pat  on 
the  idd  gloves. 

Discretion  is  the  better  part  of  success  in  inves- 
tigative work  of  any  kind— checking  applicants 
for  key  positions,  getting  the  goods  on  tnieves  or 
embezzlers,  gathering  evidence  and  testimony  in 
legal  cases.  That's  reason  enough  to  seek  out 
professional  help.  Pinkerton's  has  mastered  the 
investigative  art  through  120  years  of  experience. 

Give  yourself  the 

^^who^s  minding  the  store?"  test 

If  you  can't  answer  that  familiar  question  with 
any  degree  of  assurance,  you  need  an  appraisal  of 
all  your  security 
needs  by  a  firm  long 
associated  with 
retailer  protection. 
The  cost  of  the 
resulting  security  — 
uniformed  guards  or 
plainclothes  inves- 
tigators or  both— 

is  more  than  made  up  by  a  reduction  in  losses  due 
to  theft,  pilferage  and  employee  inefficiency. 


The  time  to  look  for  trouble 

is  when  things  are  nice  and  quiet 

"Peaceful"  places,  especially  institutions  like 
campuses  and  hospitals,  sometimes  underestimate 
their  security  needs.  And  thus  are  unprepared 
should  thieves,  vandals  or  demonstrators  get  out 
of  hand.  Better  that  you  consult  with  an  expert  to 
uncover  security  weakspots  before  things  become 
seriously  unpeaceful. 

If  it  moves,  watch  it 

Because  you  may  never  see  that  merchandise 
again.  For  the  incidence  of  theft  from  trucks  and 
loading  platforms,  plus  hijackings,  has  grown 
tremendously.  These  activities  not  only  involve  the 
large,  interstate  trucking  firms  but  any  business 
that  incidentally  transports  goods.  So  it's  wise  for 
every  company  to  employ  a  reputable  security 

^service  whether  you  move 
merchandise 
across  town 
or  across 
the  country. 


More  businesses  rely  on  Pinkerton's  for  pro- 
tection than  on  any  other  firm  because  we've 
proved  that  quality  security  more  than  pays  for 
itself.  And  we  have  over  100  offices  across  the 
U.S.  and  Canada.  As  the  leader,  we're  running  ads 
like  this  to  get  you  to  increase  your  vigilance. 
That's  the  first  step.  If  you'd  like  to  hear  our  ideas 
on  specific  security  problems,  just  write  or  call  us. 
An  in-person  consultation  is  confidential — 
and  free. 

Pinkerton's 
the  professionals 

PINKERTON'S,  INC. 

100  Church  Street,  New  York,  N.Y.  10007 

PINKERTON'S  OF  CANADA,  LIMITED,  Montreal.  Quebec 


Loaded 

Laggards 

1973 


A  hunting  ground 

for  bargains? 

Or  a  burial  ground 

for  foolish  concepts 

and  bad  management? 


Market  shares,  growth  rat«s,  prof- 
it returns,  plant  expansions,  new 
products.  These  are  the  stuff  of  tra- 
ditional security  analysis.  The  so- 
called  "fundamentals." 

But  how  about  the  most  funda- 
mental of  all:  the  asset  value  of  a 
stock?  Is  it  any  indicator  of  a  stock's 
potential  value?  Is  a  stock  a  bargain 
if  it  sells  at  a  substantial  discount 
from  the  book  value  of  its  assets? 

Forbes  has  been  dealing  with  this 
question  for  twenty-odd  years,  with, 
its  annual  list  of  loaded  laggards. 
That  is,  a  list  of  stocks  whose  prices 


are  low  relative  to  their  book  value 
(assets  less  debt).  Below  is  this  year's 
loaded  laggards  list.  As  you  might  ex- 
pect in  today's  super-depressed  mar- 
ket, the  list  is  bigger  than  ever— de- 
spite a  severe  tightening  of  the  cri- 
teria by  Forbes  editors.  This  year 
only  stocks  selling  at  less  than  half 
of  book  value  are  hsted.  Even  so  we 
Ust  74  companies  as  opposed  to  a 
mere  45  as  recently  as  1971.  The  list 
would  have  been  longer  still  had  we 
ribt  eliminated  railroads  (even  the  best 
of  which  usually  sell  at  a  substantial 
discount)    and   several   smaller,   less- 


Company 

1973 
Price 
Range 

Latest 

12-months 

EPS 

P/E 
Ratio 

Book 
Value 

Recent 
Price 

Discount 
from 
Book 
Value 

Net 

Working 

Capital 

Per  Share* 

Return 

on 
Equity 

Aerospace 

Boeing 
Lockheed  Aircraft 

267/8-1  6  V4 

93/8-51/4 

$1.77 
1.18 

9 
5 

$41.40 
23.45 

163/8 

57/8 

60.4% 
74.9 

$  9.26 
negative 

4.3% 
5.0 

Northrop 
Apparel  &  lextiles 

265/8-15 

2.44 

7 

35.89 

161/8 

55.1 

6.38 

6.8 

Cone  Mills 

243/4-163/8 

2.57 

7 

45.29 

163/4 

63.0 

18.24 

5.7 

Dan  River 

12V2-73/4 

1:14 

8 

23.24 

9 

61.3 

6.71 

4.9 

Kayser-Roth 

197/8-103/4 

2.40 

5 

25.69 

107/8 

57.7 

16.04 

9.3 

M.  Lowenstein  &  Sons 

24V2 -145/8 

2.71 

6 

43.57 

I6I/4 

62.7 

6.41 

6.2 

McGregor-Doniger 
Phillips-Van  Heusen 

51/8-3 

21 5/8-91/2 

0.32 
2.02 

9 
5 

11.39 
20.07 

3 
10 

73.7 
50.2 

6.83 
12.16 

2.8 
10.1 

Henry  1.  Siegel 
Springs  Mills 

10    -57/8 

151/8-113/4 

0.96 
1.93 

7 
6 

16.77 
29.75 

61/2 
121/4 

61.2 
58.8 

13.35 
9.01 

5.7 
6.5 

j.  P.  Stevens 

United  Merchants  &  Mfrs. 

351/4-241/8 
231/2-171/2 

4.41 
2.90 

7 
6 

59.90 
43.66 

29 

183/4 

51.6 
57.1 

26.54 
17.63 

7.4 
6.6 

Wolverine  World  Wide 

73/8-31/8 

0.10 

31 

6.81 

31/8 

54.0 

2.32 

1.5 

Automotive 

Budd 

163/4-111/8 

2.96 

4 

26.53 

125/8 

52.4 

negative 

11.2 

Goodrich 

301/8-197/8 

3.62 

6 

42.42 

211/8 

50.2 

negative 

8.5 

White  Motor 
Conglomerate 

16     -81/8 

1.25 

8 

25.03 

10 1/2 

58.1 

3.44 

5.0 

Illinois  Central  Ind. 

29     -175/8 

3.23 

6 

50.37 

177/8 

64.5 

negative 

6.4 

Litton  Industries 
Consumer  Goods 

131/2-63/4 

0.92 

9 

16.70 

81/8 

51.3 

1.90 

5.5 

Bayuk  Cigars 

133/4-93/4 

1.30 

8 

20.69 

93/4 

52.9 

15.26 

6.3 

Grolier 

157/8-91/2 

1.49 

7 

21.61 

97/8 

54.3 

7.56 

6.9 

Ideal  Toy 

111/8-4 

0.56 

9 

10.42 

5 

52.0 

2.26 

5.4 

Tappan 

23     -91/2 

1.88 

5 

21.36 

97/8 

53.8 

12.60 

8.8 

Wurlitzer 
Food  &  Drink 

171/2-10 

1.53 

7 

28.10 

11 

60.9 

14.21 

5.4 

American  Bakeries 

11 1/4 -61/8 

d1.27 

— 

17.47 

77/8 

54.9 

negative 

— 

Falstaff  Brewing 
Holly  Sugar 
Interstate  Brands 

53/4-31/8 
151/4-123/8 
14     -5 

d1.95 

1.70 

d0.18 

8 

10.36 
29.48 
19.30 

31/8 

127/8 

6 

69.8 
56.3 
68.9 

negative 
negative 
negative 

,;     j 

Libby,  McNeill  &  Libby 
Publicker  Industries 

63/4-41/8 
43/4-3 

0.45 
dO.11 

13 

12.13 
12.09 

53/4 
35/8 

52.6 
70.0 

4.13 
6.48 

"   i 

SuCrest 

101/2-65/8 

dO.10 

— 

22.12 

63/4 

69.5 

3.34 

1 

Tobin  Packing 
Furniture 

95/8-51/2 

d0.03 

— 

24.40 

71/8 

70.8 

10.45 

1 

American  Seating 

185/8-73/4 

0.10 

81 

19.71 

81/8 

58.8 

11.28 

1 

GF  Business  Equip. 
Kroehler  Mfg. 

83/8-51/2 
271/8-153/4 

0.38 
2.74 

15 
6 

14.13 
38.85 

55/8 

17 

60.2 
56.2 

5.82 
20.15 

"   \ 
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We're 


doing 
more  to 
stop  fires. 


And  now  we're  doing  it  better 
than  ever. 

Our  new  Fire  Safety  Center 
has  sought  out  fire  safety  products 
from  every  sector  of  Monsanto  and  grouped  them 
according  to  the  industries  they  serve. 

For  example,  it  already  lists  24  different  prod- 
ucts and  72  applications  in  four  industries  alone. 
Building  and  construction.  Transportation. 
Apparel.  Home  furnishings.  Just  four  industries. 
But  giants. 

Fire  safety  is  a  matter  of  growing  concern,  and 
now  it's  become  a  fast-growing  industry  as  well. 

We're  proud  that  the  technology  and  products 
that  answer  its  needs  are  coming  from  MnnSdntO 

the  science 
company. 


FOR  MOPE  INFORMATION  ON 

MONSANTOS  FIRE  SAFETY  PRODUCTS 

TELL  US  WHAT  YOUR  COMPANY  MANUFACTURES 

WRITE  MONSANTO  COMPANY  FS-3 

800  N  LINDBERGH  BLVD . 

ST,  LOUIS,  MO  63166 


973  I      Visit  Monsanto's  AMERICA  THE  BEAUTIFUL  Show  at  Walt  Disney  World  in  Florida.  It's  our  Company's  Salute  to  this  Great  Land. 


well-known  companies  with  big  dis- 
counts from  book  value. 

To  get  back  to  the  question:  Are 
these  stocks  bargains?  Alas,  most  of 
them  probably  are  not.  The  present 
asset  value  is  meaningful  only  if  the 
company  sells  out  or  shuts  down,  and 
even  then  only  if  someone  wants  the 
assets.  Supposing  the  assets  con- 
sist of  obsolete,  high-cost  cement 
plants?  Or  of  textile  or  steel  mills 
whose  return  never  measured  up  to 
what  they  cost  to  build  and  to  equip? 
Or  of  plants  designed  to  build  prod- 
ucts for  which  there  is  no  longer  much 


demand?  To  whom  would  you  sell 
such  assets  at  anywhere  near  book 
value?  Their  true  value  is  based  on 
what  they  can  earn,  not  on  what 
they  cost. 

The  fact  is  that  many  of  the  loaded 
laggards  remain  year-in  and  year-out 
both  loaded  and  laggard.  Allis-Chal- 
mers  has  been  on  our  lists  for  over  a 
decade.  So  have  most  of  the  steel 
and  textile  companies. 

Back  fo  Life 

Why,  then,  bother  with  the  list? 
Chiefly  because  hope  springs  eternal, 


and  hope  is  occasionally  nourished  by 
a  loaded  laggard  that  suddenly 
springs  to  life  and  produces  substan- 
tial profits  for  investors.  Take  Pull- 
man, Inc.  It  was  on  our  list  for  sever- 
al years  in  the  Sixties.  But  lately 
Pullman  has  been  going  up  in  a  de- 
clining stock  market,  hitting  new 
highs  and  producing  handsome  prof- 
its for  its  stockholders. 

Deere  &  Co.,  on  the  list  in  1970, 
is  a  similar  case.  So  is  Massey-Fergu- 
son.  All  of  these  are  now  selling  at 
substantial  premiums  above  book 
value.   There  are  a  few  others.   Un- 


Company 


Discount  Net 

1973               Latest                                                                           from  Working  Return 

Price           12-nionths            P/E            Book             Recent           Book           Capital  on 

Range                EPS                Ratio          Value              Price            Value  Per  Share*  Equity 


Housing  &  Building  Materials 

Marquette  Cement 
National  Homes 
Southwest  Forest  Ind. 
Industrial  Equipment 

11 1/4 -63/4 

12     -33/8 
117/8-75/8 

0.78 

dO.25 

2.07 

10 
4 

27.84 
11.24 
18.74 

8V8 
33/e 

83/8 

70.8 
69.9 
55.3 

negative 
negative 
negative 

2.8 
11.0 

Allis-Chalmers 
Mesta  Machine 
USM 

Metals 

125/8-8 

I75/8-IIV8 
233/4-15 

1.05 

0.77 
2.85 

11 

20 

6 

31.62 
43.09 
37.24 

113/8 

153/4 
18 

64.0 
63.5 
51.7 

5.26 

15.43 

1.17 

3.3 
1.8 

7.7 

Cerro  167/8-125/8  3.40 

Copper  Range  24V2 -125/8  0.30 

Diversified  Inds.                            33/8-15/8  d0.14 

Revere  Copper  &  Brass                 95/e  -63/8  d1 .69 

Reynolds  Metals  17V4-12  0.53 
Retail 


4 
56 


27 


41.65 
40.43 
5.23 
26.60 
33.14 


141/4 

167/8 

2 

61/2 

143/8 


65.8 
58.3 
61.8 
75.6 
56.6 


negative 
negative 
negative 
negative 
negative 


8.2 
0.7 


1.6 


Bond  Industries 
City  Stores 
Peoples  Drug  Stores 
Vornado 
Steel 


Acme  Markets 
Borman's 
First  Nat'l  Stores 
Food  Fair 
Grand  Union 
National  Tea 
Penn  Fruit 
Other  Companies 


75/8-33/4 
75/8-47/8 

107/8-6 

191/2-71/8 


d1.22 
0.71 
0.60 
1.81 


7 

11 

4 


26.19 
25.29 
14.21 
21.81 


51/2 
5 

65/8 
77/8 


79.0 
80.2 
53.4 
63.9 


18.25 
0.70 
6.01 
negative 


26     -I61/2 

6     -3 
221/4-153/4 

97/8 -6 1/2 

167/8 -91/2 

77/8-43/8 
81/4-33/4 


2.01 
0.18 
dO.46 
dO.01 
1.24 
d1.81 
d1.90 


10 
21 


53.70 
10.03 
58.90 
17.43 
22.89 
11.74 
17.08 


191/4 
33/4 

161/8 
65/8 

111/4 
41/2 
45/8 


64.2 
62.6 
72.6 
62.0 
50.9 
61.7 
72.9 


6.88 

1.03 

15.42 

negative 
7.36 
0.96 

negative 


2.8 
4.2 
8.3 


Cyclops  261/4-205/8  5.40  4  52.33  22  58.0  negative  10.3 

General  Refractories                     77/8-47/3  0.76  7  20.78                5%  72.9              0.92  3.7 

Interlake  29     -225/8  3.35  7  50.43  225/8  55.1                1.56  6.6 

Jones  &  Laughlin  Steel  223/4-I61/2  2.60  6  42.94  165/8  61.3  negative  6.1 

Keystone  Consol.  ind.  207/8-13  2.56  6  49.46  145/8  70.4  negative  5.2 

Latrobe  Steel                                  97/8-61/4  0.54  1.3  19.61                71/8  63.7  negative  2.8 

Lykes-Youngstown  115/8-53/8  dO.49  —  30.34                55/8  81.5  negative  - 

McLouth  Steel  22     -I41/8  2.96  7  41.57  201/4  51.3  negative  7.1 

Republic  Steel  301/8-217/8  3.81  6  65.22  22  66.3  negative  5.8 

U.S.  Steel  35     -263/4  4.05  7  67.89  295/8  56.4  negative  6.0 

Wheeling-Pittsburgh  215/8-113/4  2.16  6  74.97  137/8  81.5  negative  2.9 
Supermarket 


37 
1.8 


5.4 


American  Airlines 

Eastern  Air  Lines 

Hazeltine 

Moore  &  McCormack 

Todd  Shipyards 

Western  Union 


253/8-91/4 

221/2-73/4 

87/8-43/4 

183/8-101/2 

243/4-12 

491/2-153/4 


dO.78 
dO.43 
0.55 
2.84 
0.03 
1.83 


20.11 
19.07 
11.65 
38.56 
36.53 
42,84 


93/4 

81/8 

51/8 
13 

123/4 

16 1/2 


51.5' 

57.4 

56.0 

66.3 

65.1 

61.5 


negative 
negative 

3.33 
negative 

8.13 
negative 


4.7 
7.4 
0.1 
4.3 


•Current  assets  less  all  liabilities  including  the  liquidation  value  of  non-convertible   preferred   slock.         d-Deficii. 
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Capitalist  In  tharge  of  our  Moscow  office. 


Chase  Manhattan,  of  course,  is  the  first  U.S.  bank  with 
an  off  ice  in  the  U  .S.S.  R.  And  Al  Wentworth  is  the  Chase 
Senior  V.P.  who  runs  it— in  Moscow. 

Every  morning  at  8:30,  Wentworth  leaves  the  six- 
room  apartmentonLeninsky  Boulevard  he  shares  with 
his  wife  Nancy  and  makes  the  25-minute  commute  to 
the  Chase  office  at  1  Karl  Marx  Square  where,  like  his 
counterparts  back  home,  he  goes  through  the  N.Y. 
Times  and  London  Financial  Times  before  tackling 
the  morning  mail.  Many  letters  these  days  are  about 
Chase  clients  in  the  States  and  elsewhere  interested 
m  the  business  potential  of  the  Soviet  Union.  (Its 
possible  that  this  year  Soviet  purchases  in  the  U.S. 
will  top  those  of  any  other  country  including  Japan 
and  Germany.) 

As  a  result  of  this  interest,  Wentworth  and  his 
second  in  command,  Richard  Buckley  will  track  down 
via  phone  and  letter  the  appropriate  Soviet  bureaus 
and  officials  most  likely  to  be  interested.  Like  Chase 
bankers  in  New  York,  London  or  Tokyo,  they  make 
contacts,  open  doors  and  see  that  cl  ients  see  the  right 
man. 

The  rest  of  the  morning  might  be  taken  up  with  a 
Japanese,  South  American  or  European  Chase  cus- 
tomer passing  through  to  get  first-hand  information 


about  the  currency  and  financing  complexities  of 
Soviet  trade.  (One  hour  is  always  reserved  for  Went- 
worth's  Russian  language  lesson.) 

Lunch  is  at  a  local  hotel.  Sandwiches  are  rare,  but 
salads  and  seafood  are  excellent,  and  the  local  ice 
cream,  Wentworth  reports,  is  sinfully  superb. 

Wentworth's  afternoons  often  involve  the  affairs 
of  one  of  the  Moscow  off  ices  more  important  cl  ients— 
the  Soviet  Government.  Chase  recently  made  the  first 
major  direct  term  loan  by  a  U.S.  bank  to  the  Bank  for 
Foreign  Trade  of  the  U.S.S.R.  (It  was  for  $86  million 
to  finance  the  export  of  U.S.  equipment  for  the  Kama 
River  Truck  Foundry)  So  Wentworth  keeps  in  close 
touch  with  the  State  Bank  and  the  Bank  for  Foreign 
Trade.  In  addition,  there  are  the  many  requests  from 
Soviet  officials  doing  their  own  exploration  of  trade 
possibilities. 

By  5:30  or  so,  Al  Wentworth  calls  It  quits,  par''^ 
up  his  attache  case,  and  heads  for  home,  dinner  £ 
maybe  a  night  out  with  a  customer  at  the  Bolshoi. 
Another  day  another  ruble. 

In  an  increasingly  complex  financial  world, 
you  have  a  friend  at  Chose  Manhattan. 

o 


Jock  itch  (or  chafing,  rash,  itching,  sweating) 

shouldn't  be  treated  lightly. 


Ifyourgroin,  thighs, 
or  buttocks  suffer  from 
redness,  rash,  chafing, 
soreness,  excessive 
perspiration,  or  Jock  Itch 
(Tinea  cruris),  then  you 
need  medicated  Cruex®. 

Cruex  provides  fast 
relief,  it  soothes  itchy, 
inflamed  skin.  Absorbs 
perspiration.  Helps 
cushion  against  further 
irritation.  And,  because 
it's  medicated,  Cruex  is 
strong  enough  to  help 
prevent  the  fungous 
infection  that  can  develop 
when  these  annoying 
symptoms  are  improperly 
treated. 


Jefly 


Since  Cruex  is  a  spray-' 
on  powder,  it  penetrates 
into  hard-to-get-at  places 
so  you  avoid  the  sting  and 
burning  of  rubbing, 
dabbing,  or  smearing  or\ 
ointments,  creams,  or 
powders. 

Get  relief— fast.  Avoid 
embarrassing  itch,  too. 
With  Cruex.  Soothing, 
cooling  Cruex. 


Cruex.  Guaranteed  to  work  or  your  money  back. 


©  1973  Pharmacraft  Consumer  Products 
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...a  fast-growing 
young  apparel  company 


The  West  Coast's  fastest  growing  apparel  company  serving  major 

stores  nationally,  Arpeja  netted  7.8%  of  sales  after  taxes  in  the  fiscal 

year  ended  March  31 , 1 973,  earning  a  record  $2,206,746,  equal  to  $.91  per 

share,  on  record  sales  of  $28,313,375.  Arpeja's  indicated  annual  cash  dividend 

is  $.60  per  share,  payable  at  the  rate  of  $.15  quarterly. 

Jack  E.  Litt 
Chairman  of  the  Board  and  President 


NET  SALES 

(millions) 


Common  Stock 
Listed  in  the 
NASDAQ  System 
under  the  symbol 
ARPJ. 


NET  EARNINGS 
(millions) 


1971  1972  1973 


1971   1972  1973 


$55 
5 
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35 
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25 
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1 

.5 
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WORKING  CAPITAL 
(millions) 


I — — ™™—       «♦ 


1971     1972     1973 


nRpEjn-cnuFORNin  inc. 

860  South  Los  Angeles  Street  •  Los  Angeles.  California  90014 


doubtedly  there  will  be  a  few  such 
winners  on  this  year's  list.  A  few,  but 
enough  to  whet  people's  interest  in 
the  whole  subject. 

How  do  you  try  picking  the  po- 
tential winners  from  the  list?  Unfor- 
tunately the  statistics  themselves  are 
of  limited  value.  Each  company  that 
has  graduated  from  the  list  shows  a 
common  characteristic:  Something 
has  happened  to  the  company  or  to 
its  industry  that  has  changed  its  for- 
tunes. Pullman,  through  its  M.W. 
Kellogg  construction  and  engineering 
division,  has  been  benefiting  hugely 
from  the  boom  in  building  chemical 
plants  and  petroleum  refineries. 

Deere  &  Co.  has  caught  on  because 
its  earnings  have  been  soaring  and  be- 
cause men  who  follow  stocks  have 
caught  on  to  the  fact  that  the  produc- 
tion of  food  is  a  real  growth  indus- 
try. Deere  &  Co.  has  benefited  from 
the  headlines  about  food  shortages. 
It  has  become,  in  a  mild  sort  of  way, 
a  "concept  stock." 

Fallen  Concepts 

Admittedly  these  are  long  shots: 
In  most  cases,  a  loaded  laggard  re- 
mains a  loaded  laggard.  But  there  is 
something  else  to  be  learned  from  this 
list.  The  list  is  a  dramatic  display  of 
the  ephemeral  nature  of  stock  market 
fads.  The  list  is  packed  with  onetime 
concept  stocks  that  lost  their  allure: 
Litton  Industries,  once  a  high  P/E 
stock;  Boeing;  Henry  I.  Siegel,  the 
company  that  had  supposedly  figured 
the  secret  of  making  big  profits  out 
of  pants;  Wolverine  World  Wide  (re- 
member "Hush  Puppies"  shoes?). 
American  Seating,  a  concept  stock  of 
long  ago,  which  was  going  to  benefit 
from  the  now  vanished  education 
boom;  National  Homes  was  going  to 
revolutionize  home  building;  Mar- 
quette Cement,  Reynolds  Metals  are 
other  onetime  high  P/E  stocks  now 
in  the  doghouse. 

Or  take  American  Airlines.  As  re- 
cently as  last  year  it  sold  for  over  2)» 
times  book  value.  Today  it  sells  for 
barely  half  book  value.  Can  American 
come  back?  Only  if  its  industry  comes 
back  and  its  share  of  market  improves 
—which  may  happen. 

But  by  and  large,  the  list  is  more 
a  graveyard  of  lost  hopes  than  it  is  a 
treasure  trove  for  the  future. 

Still,  these  companies  do  indeed 
sometimes  come  back  from  the  dead. 
Hence  we  continue  to  publish  the  list. 
But  remember:  If  any  of  them  prove 
to  be  bargains,  it  will  be  because 
their  earnings  and  their  images  im- 
proved. We  know  of  no  case  where 
a  loaded  laggard  became  a  highflier 
simply  because  investors  suddenly  de- 
cided to  price  its  stock  closer  to  its 
book  value.  ■ 
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Sometimes 

what  television  needs 

is  a  sood  swift 


pat  on  tlie  bacli. 


Some  people  criticize  us  for  adversely  criticizing  television. 

For  coming  down  hard  on  timid  programming, 

mediocre  acting  and  formula  writing.  But  when  the  medium 

scores,  as  it  often  has  with  brilliant  coverage  of  breaking 

news,  national  issues  and  the  arts,  we're  just  as  quick  with 

praise  and  encouragement,  fts  an  editorial  perspective 

that  has  earned  cm  audience  of  39  million  adults  every  week. 

And  obviously  contributes  to  ad  dollars  getting  a  better 

reading  in  TV  Guide  than  in  any  other  mass  magazine. 


Performance.  It's  a  terrific  environment  for  advertising. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 
Sources:  Simmons,  Starch. 


The  Metamorphosis  of  General  Signal 

Quietly,  General  Signal  has  changed  from  a  sleepy 
old  company  into  a  bright  new  one. 


Nathan  Owen  stood  up  behind  his 
desk  and  stretched  his  arms.  "I  want 
to  show  you  the  man  on  the  top." 

Owen,  54,  chairman  and  chief  ex- 
ecutive officer  of  General  Signal,  was 
wearing  the  jacket  of  one  suit,  the 
pants  of  another.  He  was  laughing. 

Fortunately,  Nat  Owen  put  his 
company  together  with  more  care  than 
he  devotes  to  his  wardrobe. 

In  1960  when  Owen  first  became 
involved  with  General  Railway  Sig- 
nal it  was  a  small  ($22  million  in 
sales)  railroad  supply  company  with  a 
lot  of  cash  and  no  clear  idea  what 
to  do  with  it.  Owen,  41,  had  made  his 
fame  and  fortune  in  venture  capital, 
becoming  the  youngest  partner  of 
J.H.  Whitney  at  the  age  of  30. 

What  could  interest  a  bright 
young  man  in  a  sleepy  old  railroad 
equipment  company?  You  might  say 
that  Owen  was  lured  into  the  com- 
pany through  the  back  door.  In  seek- 
ing diversification,  General  Signal 
picked  up  a  Whitney-financed  ven- 
ture, Regina  Corp.,  a  maker  of  electri- 
cal appliances.  As  part  of  the  deal, 
Owen  became  chairman  of  the  execu- 
tive committee  of  General's  board.  He 
must  have  hked  what  he  saw.  Two 
years  later  Owen  took  over  as  chief 
executive  of  General  Signal. 

It  was  an  appealing  proposition 
for  Owen.  He  had  already  made  a 
small  personal  fortune.  Now  he  had 
a  chance  to  run  a  small  company  with 
a  mandate  to  move  it. 

During  the  first  several  years  at 
General,  Owen  began  to  make  small 
acquisitions  in  the  specialty  electron- 
ics field.  He  pushed  for  product  de- 
velopment. "When  I  started  this,  I 
conceived  of  it  as  a  little  General 
Electric,"  he  says.  "I  grew  up  in 
Schenectady,  which  is  a  General 
Electric  town.  To  be  president  of 
General  Electric  seemed  more  impor- 
tant in  my  horizons  than  to  be  Presi- 
dent of  the  United  States." 

Then  he  stumbled  across  a  new 
acquisition— one  that  would  double 
the  size  and  potential  of  what  was 
now  called  General  Signal.  Things 
looked  very  compatible.  New  York 
Air  Brake  was  another  oldtime  rail- 
road equipment  supplier,  specializing 
in  fluid  and  hydraulic  control  systems. 
General  Signal  bought  it. 

The  firm  shifted  direction.  Forget 
about  being  a  small  General  Electric. 
General  Signal  was  going  to  become 
a  Social  Gapital  Goods  company. 

It  seems  that  in  its  own  diversifi- 


cation ejfforts  before  the  General  Sig- 
nal acquisition,  New  York  Air  Brake 
had  picked  up  a  water-and-waste- 
treatment  division.  It  also  had  the  en- 
gineering capabilities  for  mass-transit 
braking— a  nice  fit  into  General  Sig- 
nal's mass-transit  group. 

The  •  company  was  going  to  stress 
areas  it  felt  would  soon  become  issues 
of  major  national  priority.  Translat- 
ed: areas  in  which  the  Federal  Gov- 
ernment could  be  expected  to  pour 
great  sums  of  money  over  the  next 
ten  to  15  years  at  least. 

The  company  began  to  move.  Fol- 
lowing his  old  venture  capital  man- 
agement style,  Owen  and  his  small 
corporate  staflF  delegated  maximum 
responsibility  to  unit  presidents. 

"We  operate  more  like  a  board  of 
directors,"  says  Harold  Strickland, 
president  and  chief  operating  officer. 
"We  monitor  capital  expenditures  very 
carefully.  They  are  by  their  very  na- 
ture an  indication  management  in- 
tends to  do  something  for  a  period 
of  time  in  the  future." 

An  Orthodox  Fellow 

Owen  tells  with  pleasure  the  story 
of  John  R.  Link,  president  of  General 
Signal's  Hydreco  division.  "When  he 
came  here  he  was  a  very  orthodox 
fellow,"  says  Owen.  "He  took  a  look 
at  the  division  and  said  there  are  so 
many  things  being  done  wrong  hei'e 
we  have  to  change  the  whole  com- 
plexion of  the  business.  So  he  changed 
his  own  too.  He  bought  mod  clothes 
and  let  his  hair  grow  long.  The  first 
day  at  the  plant  he  calls  400  or  500 
people  into  a  room  and  says:  'This  is 
a  new  company  and  a  new  start. 
Will  you  start  by  saying  the  Lord's 
Prayer  with  me?'  Jack  took  them  by 
surprise. 

"Then  he  decided  that  while  it  was 
a  new  and  modem  plant  it  was  dirty 
and  sloppy  and  decided  they  were 
going  to  take  a  nonproduction  day 
and  everyone  help  clean  up.  The 
unions  said  you  can't  do  that.  He 
told  them  that  for  his  bit  he  would 
clean  the  men's  room.  Well  they  all 
turned  out  and  the  plant  has  shined 
since.  He  had  picnic  tables  installed 
on  the  lawn,  and  once  a  week  in  the 
summer  all  the  white-collar  people 
put  on  a  barbecue  lunch  for  the  peo- 
ple in  the  plant.  Everyone  is  excited 
and  the  figures  show  it." 

Now,  five  years  after  the  merger, 
General  Signal  is  no  longer  a  small, 
sleepy  company.   Sales  this  year  are 


pushing  toward  the  $400-million  mark. 
There  is  a  stockholders'  equity  of  $152 
million  and  virtually  no  long-term 
debt.  Profits  this  year  could  hit  $2.50 
a  share,  an  almost  triple  gain  over 
the  pre-Owen  days. 

The  big  mass-transit  commitments 
still  seem  to  be  in  the  future,  despite 
predictions  that  by  1980  the  Federal 
Government  will  put  $12  billion  into 
this  area.  But  the  water-and-waste- 
treatment  business  has  begun  to  take 
oflF.  In  the  past  two  years.  General 
Signal's  sales  in  the  Environmental  & 
Industrial  Process  Group  alone  have 
tripled  to  $132  million. 

Owen  concedes  that  much  of  the 
sales  growth  has  come  via  acquisition. 
"To  some  extent  I  hate  what  we  are 
doing,"  says  Owen,  "building  a  big 
company  out  of  little  ones.  The  U.S. 
became  great  because  of  the  small 
entrepreneur  whose  whole  life  was 
committed  to  his  business.  He  got  to 
know  more  about  it  than  anyone  else 
and  he  was  great  at  doing  what  he 
did.  No  giant  business  can  replace 
that  small  entrepreneur." 

But  he  feels  that  it  should  be  pos- 
sible to  combine  the  technological  and 
financial  advantages  of  bigness  with 
the  entrepreneurial  advantage  of 
smallness.  "I  have  sort  of  a  fetish 
toward  keeping  General  Signal  broken 
down  into  smaller  parts  so  it  is  man- 
ageable by  good  people  who  know 
more  about  their  particular  business 
than  we  will  ever  know  here  at  cor- 
porate headquarters.  We  can  support 
them,  guide  them,  but  we  can't  run 
their  businesses  for  them."  ■ 
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Where  Are  They  Now— 
What  Do  They  Think? 


What  five  years  in  the  real  world  have  done  to  three 
top  business  school  graduates,  class  of  1968. 


Five  years  ago,  on  the  eve  of  their 
graduation  from  Harvard  Business 
School,  Forbes  interviewed  six  of  the 
school's  Baker  scholars.  They  were 
bold  and  brash,  as  befits  the  leading 
graduates  of  the  world's  most  pres- 
tigious business  academy.  Not  for 
them  were  the  limited  horizons  of 
their  fathers. 

Five  years  have  passed.  The  schol- 
ars are  now  in  their  early  30s.  Has 
the  school  of  hard  knocks  changed 
their  attitudes?  What  do  they  say 
now?  Forbes  located  three  of  the 
1968  group  and  re-interviewed  them. 


Jim  Fisher,  now  31,  returned  to 
his  native  Canada  after  graduation. 
He  worked  for  McKinsey  &  Co.  in 
Toronto  for  two  years,  then  joined  a 
partner  in  starting  their  own  con- 
sulting firm,  Canada  Consulting 
Group  in  Toronto;  the  firm  now  has 
seven  members. 

Interviewed  in  1968  on  the  eve  of 
his    graduation,    Fisher    said    he    re- 


Fisher 


spected  money,  not  for  itself  but  as  a 
scorecard  for  how  well  he  was  doing. 
"If  I'm  not  more  than  doubling  my 
salary  [$15,000  to  start]  every  five 
years,  then  I  won't  be  doing  as  well 
as  I  think  I  should  be  doing,"  he 
said.  He  also  said  he  was  interested 
in  working  for  big  business.  "Small 
business  means  small  problems.  If  you 
want  to  do  anything  worthwhile,  I 
think  that  big  business  is  the  best 
lever."  Would  he  be  satisfied  to  spend 
his  entire  career  with  McKinsey  & 
Co.?  Yes,  he  said,  "if  I  keep  finding 
that  it's  a  fun  thing  to  do  and  provid- 
ing it  lets  me  lead  the  kind  of  life 
that  I  want  to  lead  and  I  don't  find 
better   opportunities  elsewhere." 

In  one  sense,  Fisher's  life  didn't 
work  out  the  way  he  thought  it 
would:  He  is  now  very  much  in- 
volved in  a  small  business  operation. 
But  in  other  respects  he  talks  much 
the  same  now  as  he  did  then. 

"Our  firm  has  been  successful  be- 
yond expectations.  The  rewards  are 
in  the  variety  and  range  of  projects. 
We  work  with  the  U.N.— half  the  cli- 
ents are  government,  half  business— 
and  I  spent  a  year  working  on  the  re- 
structuring of  the  Canadian  military. 

"It  is  a  magnificent  thing  to  be 
your  own  boss.  You  work  much  hard- 
er, but  you  don't  feel  as  badly  about 
it.  We  started  the  firm  at  the  peak 
of  the  consulting  boom,  and  there 
were  some  anxious  moments  the  next 
year  when  the  industry  went  into  a 
nose  dive.  We  have  seen  the  depths 
of  depression  and  the  heights  of  ela- 
tion. But  then,  while  people  were 
questioning  to  a  greater  extent  the 
paying  of  consultants,  they  were  more 
willing  to  try  someone  new." 

He  is  satisfied  with  his  income 
but  doesn't  expect  to  get  rich.  "The 
way  you  make  money  in  consulting 
is  to  be  highly  structured,  with  a  few 
partners  leveraging  oflF  the  work  of 
many  trainees.  We  have  seven  part- 
ners, no  trainees,  and  we  share  a 
common  view  that  this  is  a  better  way 
to  serve  clients.  We  have  even  turned 
down  work  because  of  this.  I  would 
like  this  firm  to  be  No.  One  in  the 
country  in  terms  of  quality,  and  not 
quantity." 

The  passage  of  time  had  made 
Fisher  less  in  a  hurry.  "I  think  I  may 
have  mellowed  and  see  things  now  in 
a  better  time  perspective.  After  five 
years   of   looking   at   organizations,   I 


can  live  with  the  fact  that  it  does 
take  a  long  time  to  change  things.  I 
was  very  tough-minded  about  effect- 
ing change.  Now  I  realize  there  is  a 
tremendous  amount  that  can  be  done 
by  realizing  the  frustrations  and  un- 
locking the  potential  of  the  people 
working  for  you." 

After  he  graduated,  Fisher  inter- 
viewed and  recruited  students  for 
HBS.  What  did  he  find  about  the 
next  generation? 

"At  first  I  found  them  with  the 
familiar  arrogant  attitude:  Everyone 
wants  me,  I  am  good,  what  are  you 
doing  for  the  environment?  When 
the  job  market  got  tight,  no  one 
talked  about  the  environment.  I  think 
the  School  is  a  tremendously  intense 
experience  that  tends  to  magnify  cur- 
rent trends.  You  can't  trust  your  views 
when  you  first  get  out  because  they 
have  been  so  magnified  by  the  in- 
tensity of  the  experience." 


Gary  Rogers,  26  in  1968,  is  31 
now.  He,  too,  went  to  work  for  Mc- 
Kinsey, but  in  San  Francisco.  Like 
Fisher,  Rogers  recently  quit  to  start 
his  own  small  company.  Vintage  As- 
sociates, with  two  partners.  Unlike 
Fisher,  Rogers  has  always  wanted  to 
be  rich— sincerely  so.  In  1968  he  said: 
"I  think  I've  developed  a  system  for 
trading,  for  rapid  turnover  of  stocks 
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Cooling  giant  mobile  haulers  around 
the  world— for  both  on  and  off-highway 
vehicles:  Young  Radiators  and  Shell 
&  Tube  Heat  Exchangers. 


K\ 


YOUNG  RADIATOR  COMPANY 

General  Offices:  Racine,  Wisconsin  53404 


Because  executive  and  pro- 
fessional men  and  women 
sometimes  need  a  personal 
loan,  too... 

Now 

you  can  borrow 

%500  to  $25,000  in 

absolute  privacy 

entirely  by  mail. 


No  time-consuming  interview  and  no 
embarrassment.  Repay  in  convenient 
low  monthly  sums. This  popular  method 
of  obtaining  cash  by  mail  is  currently 
being  utilized  by  prominent  and  busy 
individuals  who  desire  fast  service, 
conveniently  in  the  privacy 
home  or  office.  Offered  by 
a  subsidiary  of  one  of 
America's  most  respected 
financial  institutions.  For 
immediate  details  (no 
one  will  call),  write  .  .  . 


of   their 


Associates  Financial  Services  Corp. 
Suite  3027,  1030  E.  Jefferson  Blvd., 
Soutli  Bend,  Indiana,  or  call  collect 
Mr.  Jack  McMahon  at  219/284-2458. 


[in  the  over-the-counter  market]  to 
generate  profits  in  a  hurry.  .  .  .  Golly, 
just  the  thrill  of  going  out  there  and 
beating  all  those  professionals.  ...  I 
would  hope  within  five  years  to  be 
independently  wealthy."  If  he  failed 
at  that?  "I  could  still  probably  get 
a  well-paying  job  somewhere.  Security 
is  really  not  something  you  have  to 
worry  about  [as  a  graduate  of  the 
Harvard  Business  School]." 

How  does  Gary  Rogers  feel  now? 
The  stock  market  failed  him,  that  hd 
admits.  "[My  model]  was  supposed 
to  get  me  out  when  the  trend  was 
subsiding  and  it  didn't.  I  got  hurt 
badly  and  I  stayed  out  of  the  market 
a  long  time.  Now  I  buy  standard 
blue  chips." 

To  get  rich— stiU  a  prime  goal- 
Rogers  is  now  counting  on  the 
Limited  menu  restaurant  business. 
"We  are  going  to  set  up  Vintage 
Houses,  with  the  theme  around  wine. 
Our  first  will  open  in  Orinda,  Calif, 
in  October  and  the  second  in  San 
Jose  in  February.  We  think  this  in- 
dustry is  in  the  same  position  as  the 
supermarkets  in  the  Fifties;  it  is  just 
shifting  from  the  mom-and-pop  opera- 
tion to  chain-oriented  volume  situa- 
tions. Look  at  the  success  of  Victoria 
Stations  and  Steak  &  Ale." 

The  Rogers  of  1973  echoes  the 
Rogers  of  1968  in  this  respect:  "In 
the  system  in  which  I  operate,  money 
is  the  scorecard,  if  not  the  goal.  I  am 
a  believer  in  the  capitalist  system,  and 
in  this  system,  people  who  win  make 
money." 


Robert  H.  Haas,  now  31,  then  26, 
is  a  fourth-generation  San  Franciscan, 
a  member  of  the  Levi  Strauss  blue 
jeans  family.  Before  business  school 
he  spent  two  years  in  Africa  in  the 
Peace  Corps;  after  school  he  worked 
as  a  WTiite  House  Fellow,  then  spent 
three  years  with  McKinsey.  Now  he 
has  joined  the  family  firm  as  a  proj- 
ect analyst.  Interviewed  back  in 
1968,  Haas  was  hot  on  the  social 
responsibility  of  business.  He  said 
theft:  "Maybe  I'm  just  very  young  and 
impatient,  but  I  think  the  concern 
[for  social  responsibility  in  business] 
has  got  to  become  very  urgent  among 
the  people  who  have  power."  And 
today? 

"I  know  I  was  a  mad  dog  about 
it  [social  responsibility]  five  years  ago, 
but  I  still  don't  consider  my  work 
the  only  thing.  I  am  on  the  board 
of  directors  of  a  Model  Cities  and  a 
neighborhood  housing  development 
corporation.  I  am  a  trustee  of  Mills 
College  and  a  regent  of  the  University 
of  the  Pacific.  My  activities  in  these 
areas  are  very  important  to  me,  and 
if  my  work  didn't  allow  me  to  bal- 


ance my  life  for  a  personal  contri- 
bution to  my  community,  I  would 
have  to  reconsider  my  job. 

"My  friends  in  the  Peace  Corps 
and  at  Berkeley  thought  I  had  sold 
out,  but  if  you  look  where  the  lever- 
age is  in  this  world,  it  is  in  the 
elected  and  appointed  levels  of  gov- 
ernment and  in  the  upper  areas  of 
corporate  management.  If  you  want 
to  have  an  impact  on  your  society, 
you  should  be  where  it  is.  I  have 
seen  what  a  properly  run  enterprise 
can  do  for  a  community." 

Why  did  Haas  leave  consulting  to 
go  to  work  for  the  family  firm?  "I 
recognized  that  as  much  as  I  enjoyed 
consulting,  I  didn't  want  to  do  it  the 
rest  of  my  life.  I  wanted  to  build 
something  myself  and  not  have  to 
depend  on  others  for  action.  I  wanted 
the  continuation  and  satisfaction  of 
following  through  on  my  own  and 
being  able  to  stand  or  fall  on  the 
fruits  of  my  labor." 

Money?  Haas  has  this  to  say:  "It 
is  always  an  interesting  feedback  on 
your  performance.  All  who  go  to 
HBS  are  guaranteed  a  life  of  financial 
self-suflficiency  as  long  as  they  make 
even  a  reasonable  effort  at  their  jobs. 
They  will  get  a  sufficient  salary 
even  if  only  in  the  inertia  of  senior 
management. 

"There  is  no  need  to  be  preoccupied 
with  money."  ■ 
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Whether  you  travel  in  twos  or  two  hundreds^ 
you'll  get  more  at  PLAYBOY! 

Five  truly  great  Club-Hotels  and  hotels,  each  offering  luxurious  accommodations,  fine 
food  and  drink,  top  entertainment. 


PLAYBOY  CLUB-HOTEL  AT  GREAT  GORGE 
McAfee,  N.j.  07428,  (201)  827-6000 

700  rooms,  22  meeting  rooms,  Convention 
Center,  golf,  skiing  nearby,  full  range  of 
summer  &  winter  sports,  top  entertainment. 


PLAYBOY  PLAZA  MIAMI  BEACH, 

Florida  33140,  (305)  865-1500 

500  rooms,  16  meeting  rooms,  private  beach, 

pool,  golf  and  tennis  privileges  nearby,  top 

entertainment. 


PLAYBOY  CLUB-HOTEL  LAKE  GENEVA, 
Wisconsin  53147,  (414)  248-8811 
365  rooms,  18  meeting  rooms,  Convention 
Center,  two  full  golf  courses,  skiing,  full  range 
of  summer  &  winter  sports,  top  entertainment. 


PLAYBOY  TOWERS  CHICAGO, 

Illinois  60611,  (312)  PL  1-8100 
320  rooms,  20  meeting  rooms,  Gold  Coast 
location,  top  entertainment  at  adjoining 
Chicago  Playboy  Club. 


PLAYBOY  CLUB-HOTEL 
OCHO  RIOS,  JAMAICA,  W.I. 
Ocho  Rios  974-3222 

200  rooms,  eight  meeting  rooms,  private 
be^ch,  pool,  largest  night  club  on  the  island, 
golf  privileges  nearby. 


For  individual  reservations,  call  TOLL-FREE 
800-621-1116  or  call  your  travel  agent. 
For  special  group  rates,  call  or  write  to  Robert 
Whaien,  Vice  President,  National  Sales  Office, 
Playboy  Center,  919  N.  Michigan  Ave., 
Chicago,  111.60611,  (312)  PL  1-8000. 


The  pUyboy^vlclub-hoTEls 
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Trouble, 
Trouble, 
Trouble 


How  can  you  operate  a 
steel  mill  at  100%  capacity 
and  still  barely  break  even? 

Steel  mills  across  the  U.S.  are  run- 
ning at  100%  and  the  industry's  profits 
were  up  a  handsome  49%  in  the  first 
half.  At  the  Chicago  and  Youngstown, 
Ohio  plants  of  Lykes- Youngstown 
Corp.,  operations  have  been  at  100% 
of  capacity,  but  the  company  finished 
the  second  quarter  with  an  operating 
deficit  of  nearly  $2  million  before  ex- 
traordinary credits.  And  the  second 
half?  A  small  operating  gain  at  best. 

How  can  a  company  do  so  badly  in 
so  strong  an  economy? 

"We've  had  casualties  on  top  of 
casualties,"  says  Chairman  Joseph  T. 
Lykes  Jr.  "Breakdowns  in  equipment 
in  both  the  Youngstown  and  Indiana 
Harbor,  Ind.  steel  districts.  They  real- 
ly piled  up  on  us."  Indeed  they  did. 
The  breakdowns  have  come  at  such  a 
rate  that  it's  legitimate  to  ask  if  more 
than  steel  equipment  problems  aren't 
bugging  Lykes- Youngstown. 

Yet  Lykes-Youngstown  started  out 
with  such  high  hopes.  The  Lykes 
family  of  New  Orleans  and  Florida 
once  just  controlled  a  big  shipping 
line,  almost  free  of  debt  and  loaded 
with  cash.  Caught  up  in  the  specula- 
tive spirit  of  the  late  Sixties,  they  had 
to  put  that  cash  to  work.  What  they 
needed  was  leverage.  Frank  Nemec, 
now  president  of  Lykes-Youngstown, 
decided  to  purchase  a  natural  re- 
sources company. 

Nemec  hit  on  the  old  Youngstown 
Sheet  &  Tube  Co.,  the  U.S.'  eighth- 
biggest  steel  company.  Natural  re- 
sources? Well,  Youngstown  did  have 
its  own  coal  and  ore  mines.  Besides,  it 
looked  cheap  and  ripe  for  a  turn- 
around. Using  its  own  cash,  Lykes  got 
control  of  Youngstown's  stock.  The 
steel  company  tried  to  get  o£F  the 
hook  with  another  merger  partner, 
but  Lykes  pursued  the  marriage  with 
a  sweeter  proposal.  The  move  lever- 
aged Lykes'  revenues  from  just  over 
$100  million  to  around  $925  million. 

Which  was  fine  for  leverage,  but 
bad  for  profits.  Youngstown  turned 
out  to  be  something  less  than  a  bar- 
gain. What  Lykes  got  was  a  huge  but 
mostly  superannuated  steel-making 
mill  in  Youngstown,  Ohio,  heart  of 
the  steel  surplus  area,  and  a  bright, 
new  mill  outside  Chicago. 

Since  then  Youngstown  has  brought 
little  but  trouble.  Nemec  thought  he 


President  Frank  Nemec  has  high  hopes  for  Lykes'  new  barge  carriers, 
but  they  have  yet  to  make  any  money  for  the  company. 


might  solve  some  of  the  steel  division's 
troubles  with  its  highly  automated 
84-inch  flat  steel  rolling  mill  at  the 
Indiana  Harbor,  Ind.  plant.  But  it  was 
plagued  by  breakdowns.  Besides  this, 
output  has  been  affected  for  periods 
—ranging  from  weeks  to  months— by  a 
strike  at  its  Canadian  iron  ore  mine;  a 
fire  at  its  coal  mine  in  West  Virginia; 
a  shutdown  of  its  pride-and-joy,  a 
new  basic  oxygen  furnace  at  Indiana 
Harbor,  caused  by  an  air  cleaner  ac- 
cident; and  serious  disruptions  at  its 
Youngstown  facilities. 

Even  the  current  steel  boom  has 
taken  a  toll.  Because  Lykes-Youngs- 
town has  been  running  as  all-out  as  it 
could  for  the  past  six  months,  it  must 
now  reline  many  of  its  blast  furnaces. 
Recently,  only  six  of  12  open  hearths 
were  on  the  line  at  the  Campbell 
Works  near  Youngstown. 

Reverse  Leverage 

The  relining  costs  built  up  at  such 
a  rate  that  Lykes  switched  accounting 
approaches  and  began  this  year  to 
capitalize  rather  than  expense  them. 
The  company  took  a  credit  of  $11.5 
million  to  represent  its  effect  on  prior 
years.  It  took  all  this  to  keep  Lykes, 
overall,  in  the  black. 

Steel  is  such  a  highly  leveraged 
business.  And  yet  here  was  Youngs- 
town, operating  at  100%  and  with  first- 
half  sales  up  a  resounding  19%,  barely 
in  the  black  on  operations.  One  prob- 
lem has  been  that  management  con- 
tracted for  more  business  than  the 
company  could  handle  and  it  had  to 
order  more  scrap  and  coal  than  nor- 
mal. Because  of  breakdowns,  Youngs- 
town also  had  to  shift  some  orders 
outside.  As  a  result,  the  additional 
sales,  instead  of  being  highly  profit- 
able, brought  in  nearly  as  much  in 
added  costs.  "This  is  a  time  when 
Lykes  ought  to  be  getting  fantastic 


profit  out  of  every  incremental  ton  of 
steel,"  says  Robert  Hageman,  analyst 
with  Argus  Research  Corp.  "Instead, 
they  are  confronted  with  a  negative 
cost  leverage." 

Lykes'  furnace  relining  and  mainte- 
nance costs  could  well  grow  in  the 
second  six  months  at  a  faster  rate 
than  in  the  past.  And  the  company 
must  absorb  a  7%  wage  increase  for 
the  steelworkers  effective  Aug.  1. 

The  pictiu-e  doesn't  look  bright  else- 
where in  the  company.  Lykes  also  lost 
money  in  the  second  quarter  on  its 
41 -vessel  cargo  fleet.  Devaluation 
brought  increased  costs  in  foreign 
ports.  And  start-up  costs  were  heavy 
for  three  new  Seabee  ships,  superbarge 
carriers  that  went  into  service  over 
the  past  two  years.  They  are  part  of 
a  Lykes  "systems  concept"  to  move 
barges  with  high-priced  cargoes,  in- 
cluding export  steel,  out  of  the  Mis- 
sissippi River  to  Europe's  river  sys- 
tems. But  the  education  process  for 
shippers  is  still  going  on.  Meanwhile, 
most  of  the  big  shipping  profits  are 
being  made  with  bulk  commodities. 

Lykes  has  renegotiated  its  freight 
rates  and,  after  a  lag  period,  expects 
they  will  turn  the  shipping  company 
around.  And  it  has  put  in  for  a  4.8% 
increase  on  flat-rolled  steel  products, 
which  make  up  63%  of  steel  produc- 
tion, "With  high  costs  and  no  price 
increase,  we  really  felt  the  squeeze," 
says  Chairman  Lykes.  "We  hadn't 
gotten  a  price  increase  in  18  months." 

But  if  orders  from  the  auto  and 
appliance  industries,  which  Lykes  de- 
pends on,  grow  soft,  then  the  com- 
pany could  be  faced  with  some  seri- 
ous price-cutting  decisions. 

The  Lykes  family— as  well  as  their 
public  stockholders— must  be  wishing 
that  they  had  never  become  bemused 
with  words  like  "leverage"  and 
"diversification."  ■ 
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Recovery  vs.  Relapse 


Having  got  well,  can  the  fire-&-casualty  industry  stay  well? 


How  can  an  industry  get  a  bad  name 
among  investors  when  it  netted  nearly 
$5.5  billion  in  the  last  2M  years? 
That's  what  the  fire-&-casualty  com- 
panies did,  earning  $1.6  billion  on  un- 
derwriting volume  of  $52  billion,  plus 
$3.8  billion  in  investment  income 
earned  from  reserves.  But  it  is  still  in 
the  investors'  doghouse.  INA  is  sell- 
ing only  at  five  times  earnings,  Aetna 
at  ten  and  Travelers  at  nine— the  lega- 
cy of  nearly  a  decade  in  which  total 
underwriting  losses  were  more  than 
double  underwriting  profits. 

How  did  the  industry  come  back 
so  fast  in  the  Seventies?  "For  one 
thing,"  explains  Frank  E.  Raab  Jr., 
52,  new  (since  April)  president  of 
Insurance  Co.  of  North  America,  one 
of  the  U.S.'  largest  multiple-line  com- 
panies, "we  now  have  nearly  half  the 
states  switched  over  to  open-rating, 
which  makes  it  much  easier  to  be 
flexible  about  rate  changes.  You  used 
to  go  through  long-drawn-out  hear- 
ings, and  after  two  years  the  com- 
missioner would  finally  say  O.K. 
Furthermore,  the  majority  of  policies 
today  are  written  for  one  year  instead 
of  three  and  more.  In  an  inflationary 
environment,  that's  a  big  plus." 

Furthermore,  auto  insurance,  which 
accounts  for  some  40%  of  all  fire-&- 
casualty  premium  volume,  has  im- 
proved so  greatly  that  many  compa- 
nies moved  into  the  black  on  auto 
underwriting.  And  no-fault  insurance 
should,  at  least  in  theory,  improve 
that  profitability,  because  legal  and 
investigatory  costs  and  the  number 
of  claims  should  decline. 

No  lime  for  Cheers 

Nevertheless,  signs  of  a  relapse  are 
appearing.  In  mid- 1972  auto  losses 
started  to  climb  again  after  leveling 
off  for  2)2  years.  The  problem,  ac- 
cording to  Donald  Johnson  of  Aetna 
Life  &  Casualty,  whose  auto  lines  fell 
deeper  into  the  red  this  year,  is  that 
"claims  are  rising  faster  than  the  in- 
crease in  the  mileage  being  driven," 
which  knocks   the  actuarial   assump- 


tions out  of  whack.  But  no  one  is 
very  convincing  as  to  just  why. 

Worse,  a  plague  of  price-cutting 
is  afflicting  the  industry.  "It's  a  natu- 
ral thing  for  companies  to  do  when 
business  is  good,"  says  Aetna's  John- 
son, "but  it  got  out  of  hand." 

Which  companies?  To  find  them, 
says  Johnson,  "just  look  at  those  that 
have  had  volume  increases  of  18%  to 
29%  and  more  in  the  last  few  years. 
You  just  can't  consistently  grow 
more  than  twice  as  fast  as  the  indus- 
try without  heavy  price-discounting 
and  taking  on  more  marginal  risks." 
Some  of  the  fast  growers:  INA, 
Hartford,  St.  Paul. 

Hartford,  ITT's  largest  and  most 
profitable  subsidiary,  has  stated  that 
it  is  less  interested  in  underwriting 
results  than  in  "having  a  positive 
cash  flow  from  a  combination  of  un- 
derwriting and  investment  income." 
That  alarmed  old-line  insurance  men. 
It  sounded  as  though  Hartford  wanted 
the  business  and  damn  the  cost.  If  it 
merely  broke  even  on  underwriting, 
'that  extra  business  would  guarantee 
more  cash  in  the  till  and  thus  higher 
investment  income. 

Finally,  always  hanging  over  the 
industry's  head  is  the  risk  of  a  major 
catastrophe  like  hurricanes  Celia  or 
Betsy.  "They  haven't  had  a  big  one 
for  three  years  now,"  says  insurance 
analyst  Allen  Nadler  of  Hayden,  Stone, 
"and  the  stock  market  hasn't  over- 
looked that  in  judging  current  under- 
writing results."  A  few  companies, 
like  Travelers  and  Aetna,  have  begim 
building  up  general  "catastrophe  re- 
serves" against  that  day,  but  many 
more  have  yet  to  do  so. 

To  sum  up,  the  fire-&-casualty  in- 
dustry has  not  overcome  its  ancient 
cyclicality,  simply  because  it  has  not 
suddenly  become  a  bona  fide  growth 
industry.  But  then,  how  many  U.S. 
industries  are?  Most  of  the  economy 
is  cyclical.  The  good  news  is  that  this 
time  fire  &  casualty  has  at  least  been 
sharing  in  the  up  part  of  the  cycle  as 
well  as  the  down.  ■ 


A  Royal  Treat 
Awaits  You 


At  long  last,  the  definitive  catalog 
of  the  Forbes  Magazine  Collection 
of  Faberge. 

Called  a  "feast  for  the  eye"  by 
Newsweek  Magazine  when  review- 
ing the  recently  held-over  exhibition 
at  the  New  York  Cultural  Center,, 
Forbes'  collection  of  the  bejewelled 
masterpieces  by  Peter  Carl  Faberg6 
are  stunningly  presented  in  the  hard 
and  soft-cover  editions  of  this  eX' 
quisite  catalog. 

Richly  illustrated  with  32  full-color 
and  10  black  and  white  photo- 
graphs, the  116-page  meticulously 
compiled  catalog  has  its  foreword 
by  Malcolm  Forbes  and  text  by  Her- 
mione  Waterfield,  a  director  of  the 
distinguished  international  firm  of 
Christie,  Manson  and  Woods.  Ms. 
Waterfield  provides  complete  de- 
scription and  history  of  all  these 
famous  art  treasures,  including 
eachofthefabulous  Imperial  Easter 
Eggs  in  the  Forbes  Magazine  Col- 
lection. 

At  ten  dollars  for  the  deluxe  hard- 
cover edition,  and  six  dollars  in  soft- 
cover,  the  catalog  is  sure  to  be  a 
gift  appreciated  by  friends  or  fam- 
ily as  well  as  an  important  addition 
to  your  own  library  of  art. 

Checks  or  money  orders  should  ac- 
company all  orders.  A  coupon  is 
provided  below  for  your  conven- 
ience in  ordering: 


FORBES'  Fabergi  Collection  Q.15.73 

60  Fifth  Avenue  »  lo  /J 

New  York,  N.Y.  10011 

Please  ship  postpaid  the  following  catalog(s) 
for  which  payment  in  full  (check  or  money 
order)  is  enclosed: 

soft-cover  editions  @  $6.00  each 

^hard-cover  editions  @  $10.00  each , 

Total  amount  enclosed 


Name. 


Address^ 
City. 


(Please  print  clearly) 


.State. 


_Zip. 


(N.Yt  residents  add  appropriate  tax} 
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If  marketing  is  a  company's  lifeblood,  research  and 
development  is  its  heart  pump.  New  products  flow  from 
it;  production  techniques  are  born  in  it.  And  AMF  builds 
new  markets  out  of  it. 

Take  water  conditioning,  AMFs  Cuno  Division  has 
long  been  a  leader  in  industrial  water  filtration  and 
purification. 

That  experience  has  now  led  to  a  consumer  product 
that  enables  AMF  to  enter  the  profitable  home  improve- 
ment market —an  Aqua-Pure  home  water  filter 

The  new  products  that  spring  from  AMF's  automated 
machinery  expertise  are  also  a  continu- 
ing source  of  new  revenue.  The  blind 
stitch  felling  machine  developed  for  the 
men's  garment  industry  by  AMF's 


Apparel  Equipment  division  answered  a  chtical  need  in 
that  industry  for  higher  production  speed  and  efficiency. 

Even  in  the  le'sure-time  products  field,  new  products 
accelerate  growth. 

A  revolutionary  nylon  baseball  bat  by  AMF  Voit  and 
the  Apex  golf  club  shaft  designed  and  engineered  by 
AMF's  Ben  Hogan  Company  are  good  examples  of 
product  improvements  developed  internally  to  expand 
.  marketing  opportunities  and  increase  sales 

Research  and  development  have  played  a  significant 
role  in  increasing  AMF's  revenues  over  60%  in  the  past 
five  years,  and  in  more  than  doubling  its  net  earnings 
Expansion  into  international  markets  and  management 
control  have  played  their  role  too 

AMF  Incorporated,  White  Plains,  NY  10604 


Research  and  development  help  AMF  mix  business  with  pleasure  i 
Profitably 


Faces  Behind  the  Figures 


Superlobbyist 

Charls  E.  Walker's  mother  gave  her 
son  an  unusual  first  name  in  hopes  he 
wouldn't  be  called  Charlie.  Today,  49 
years  later,  Charlie  Walker,  as  every- 
one calls  him,  has  emerged  as  head- 
man in  Washington's  hottest  new  in- 
dividual lobbying  outfit. 

"For  me,"  muses  Walker,  "the  best 
thing  I've  got  going  is  the  enemies  I 
used  to  have  in  high  places." 

A  joke?  Partly.  Much  of  his  five 
years  as  Undersecretary  of  the  Trea- 
sury was  spent  hard-bargaining  Nixon 
policies  on  taxes,  banking  law  and 
the  Lockheed  loan  guarantee  through 
Congress.  The  rest  of  the  time  was 
spent  battling  former  Presidential  aides 
H.R.  Haldeman  and  John  Ehrhch- 
man  for  a  voice  in  White  House  pol- 
icy councils.  Increasingly  shut  out. 
Walker  bailed  out  and  took  with  him 
most  of  the  legislative  team  of  lawyers 
he  had  buUt  at  Treasury.  In  post- Wa- 
tergate Administration  circles.  Walker 
finds,  "I  get  a  little  better  reception 
these  days  than  I  used  to." 

But  that  is  not  why  14  major 
corporations,  whose  combined  sales  top 
$76  billion,  have  chosen  Walker  as 
their  spokesman  on  a  variety  of  issues. 
One  group  has  Walker  lobby  for  its 
interests  in  the  northeast  railroad  cri- 
sis; it  includes  General  Motors,  Beth- 
lehem Steel,  Union  Carbide,  Weyer- 
haeuser,   Union  Camp    and    General 


Electric.  On  tax  matters,  he  represents 
Ford,  GE,  Alcoa,  Gulf  Oil  and  Proc- 
ter &  Gamble.  He  speaks  for  Time 
Inc.  on  postal  rate  matters  and  lob- 
bies for  a  lobby,  the  National  Asso- 
ciation of  Mutual  Savings  Banks,  on 
Federal  Reserve  Regulations. 

Any  one  of  those  clients  would  be 
worth  $50,000  a  year  to  a  lobbyist, 
so  Walker  has  come  a  long  way  from 
his  $42,500  job  at  Treasury.  Why  do 
they  need  Charlie  Walker?  "What  we 
have  is  the  expertise  to  show  clients 
how  the  legislative  or  administrative 
decision-making  process  is  likely  to 
work  in  a  given  case." 

WTiat  does  that  mean?  It  means 
that  Charlie  Walker,  a  Wharton  School 
economist,  is  outside  in  the  "lobby" 
when  legislation  is  drawn  up  affecting 
his  clients.  Because  of  both  his  knowl- 
edge and  his  personal  acquaintance 
with  the  men  doing  the  legislating, 
he  is  frequently  called  in  for  expert 
advice  on  just  how  the  law  should 
read.  This  is,  as  can  be  readily 
understood,  a  delicate  position. 

"The  important  thing  is  to  avoid 
getting  the  reputation  of  being  any- 
body's hired  gun.  We  will  tell  a  cli- 
ent if  we  think  he's  wrong  and  we 
won't  go  up  to  Congress  and  advo- 
cate a  line  that  we  can't  believe  in," 
Walker  says.  A  Washington  nostrum 
has  it  that  presidents  come  and  go, 
but  Congress  is  always  there.  The 
same  goes  for  lobbyists.  ■ 


Broker  Shaw 


Old-Boy  Girl 

"We're  not  playing  safe— we're  play- 
ing safer,"  says  London  broker  Susan 
Shaw,  37,  of  Beardsley  &  Co.  And 
safe  it  is.  Mrs.  Shaw— the  first  woman 
broker  to  set  foot  on  the  floor  of  the 
London  Stock  Exchange  after  a  rules 
change  last  March  permitted  female 
members  for  the  first  time— is  playing 
it  old-boy  cautious. 

No  wild  dabbling  in  highfliers,  no 
commodities,  no  short-selling  for  her. 
Just  a  big  shift  into  short-dated  gilt- 
edged  securities  (government  bonds) 
in  London,  and  long-term  holdings  in 
Canadian  mineral  and  oil  stocks,  plus 
South  African  mining  finance  groupis 
(Anglo  American  Corp.  of  South 
Africa  Ltd.)  for  her  portfolio.  She 
won't  touch  the  U.S.:  "Wall  Street's 
cold-Watergate,  war  trouble,  infla- 
tion, the  economy." 

Isn't  the  London  market  gloomy 
too?  "Yes.  Given  normal,  reasonable 
times— but  these  aren't,"  she  assures 
Forbes.  "We  could  counter  inflation 


Lobbyist  Walker 


in  the  equity  market.  But  with  Phase 
3,  high  interest  rates  and  the  possibil- 
ity of  a  general  election.  .  .  ." 

Mrs.  Shaw's  customers  range  from 
large  institutions  to  individuals,  many 
from  the  Continent.  "Perhaps  20%  of 
my  clients  give  me  full  authority  to 
buy  and  sell."  But  London's  market 
is  even  more  institutionalized  than 
New  York's.  "Small  investors  here  are 
much  less  sophisticated  than  in  the 
U.S.  Maybe  a  fourth  of  the  individuals 
use  a  broker  for  advice.  The  rest  just 
ask  auntie.  Then  too,  you  open  house 
for  the  little  investor,  let  him  come  in 
and  watch  the  board.  It  just  isn't 
done  here,"  Mrs.  Shaw  notes. 

Mrs.  Shaw  got  her  first  glimpse  of 
the  floor  13  years  ago  when  she  took 
a  job  as  a  stock  exchange  guide.  Six 
years  later  she  joined  a  brokerage  firm. 
Last  March  she  was  on  the  floor  her- 
self. Has  she  won  the  old  boys'  re- 
spect? Perhaps  grudgingly.  "There  is 
still  a  lot  of  opposition  to  women  bro- 
kers," says  Mrs.  Shaw  with  a  smile, 
"but  not  to  my  face."  ■ 
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Faces  Behind  the  Figures 
Cold  Shoulder 

W.  Henry  duPont  is  founder-chair- 
man of  Securities  Validation  Corp.,  a 
company  launched  with  loud  cheers 
in  1971  to  track  down  and  keep 
track  of  lost  or  stolen  securities. 

Since  then  the  company  has  built 
a  data  bank  of  $5.3  billion  worth  of 
stolen  or  missing  securities  and  a  mem- 
bership of  133  banks,  brokerage 
houses,  insurance  companies,  govern- 
ment agencies  and  the  like.  The  mem- 
bers are  supposed  to  report  all  miss- 
ing secmities,  and  may  use  the  data 
bank  to  check  questionable  ones. 

It  sounds  like  a  good  idea,  and 
SVC's  members  are  the  cream  of  the 
crop— from  MerriU  Lynch  to  IBM; 
cities  Uke  New  York  and  Los  Ange- 
les. Yet  duPont  is  unhappy;  more,  he 
is  mad.  Why? 

Because  SVC  is  losing  a  potful  of 
money  (though  duPont  will  give  no 
figures).  And  he  blames  that  not  on 
SVC's  management  but  on  the  finan- 
cial community's  apathy.  All  that  well- 
wishing  at  the  start,  he  says,  "was 
more  for  show  than  for  go." 

He  admits  that  most  of  Wall  Street's 


DuPont  of  SVC 


biggies  have  signed  up,  but  many 
medium-  to  small-sized  houses  have 
not.  Aside  from  a  few  memos,  the 
New  York  and  American  Stock  Ex- 
changes have  not  pushed  them  to  join. 
And  worse,  only  U.S.  Trust  among  the 
big  New  York  clearing  banks  has 
*  signed  up. 

Why  the  cold  shoulder?  Says  du- 
Pont: "If  a  borrower  is  making  his 
monthly  payments,  the  banks  really 
don't  care  if  the  collateral  is  stolen." 
The  big  banks  retort  that  they  have 
faith  in  their  own  internal  controls 
and  that  checking  every  security  with 
SVC  would  be  physically  impossible. 

So  now  Henry  duPont  is  shouting 
in  Washington  about  the  estimated 
$50  billion  in  lost  or  stolen  securities 
floating  around.  The  $5.3  billion  worth 
that  SVC  has  recorded  is  big  enough 
to  impress  Congress.  The  Senate  Per- 
manent Subcommittee  on  Investiga- 
tions—the ambitious  Senator  Henry 
M.  Jackson  (Dem.,  Wash.)  presiding 
—has  begun  hearings.  "The  problem 
of  stolen  or  counterfeit  securities  can 
no  longer  be  ignored,"  says  Jackson. 

To  which  duPont,  hoping  for  busi- 
ness by  act  of  Congress,  says  amen.  ■ 


Hotneslick 

The  Russians  may  be  ambivalent 
about  the  profit  motive,  but  an  at- 
tractive woman  gets  as  much  atten- 
tion in  Moscow  as  anywhere. 

Russian-bom  American  Tamara 
Kerim,  36,  is  president  of  Intertorg, 
a  company  with  oflBces  in  New  York, 
Los  Angeles  and  Moscow  that  helps 
American  businessmen  make  deals  in 
Russia.  Deals  for  offshore  drilling 
equipment,  timber-cutting  machinery 
—about  $20  million  worth  so  far. 

While  studying  for  her  M.A.  in  in- 
ternational relations  in  1971,  Kerim 
heard  from  Moscow  friends  about 
trading  opportunities  in  Russia.  She 
sought  out  American  manufacturers 
eager  for  Russian  business,  lined  up  a 
portfolio  of  clients  that  now  includes 
companies  like  Vetco  Offshore  In- 
dustries and  Ludlow  Industries  and 
headed  for  Moscow  to  make  her  pitch. 
Her  tactics?  Trade  shows,  seminars, 
magazine  advertising— and  feminine 
charm.  ("I  take  advantage  of  it,"  she 
says,  with  almost  innocent  matter-of- 
factness. ) 

Kerim's  interest  in  international 
trade  developed  as  she  became  aware 
of  her  Russian  heritage  while  she  was 
teaching  high  school  near  the  Univer- 
sity of  California  at  Berkeley  during 


Kerim  of  Intertorg 


the  days  of  student  unrest  in  the 
1960s.  "Up  to  then,  I  was  trying  so 
hard  to  be  American,"  says  Kerim, 
who  arrived  in  the  U.S.  with  her 
family  as  a  displaced  person  right 
after  World  War  II. 

With  Russian  markets  opening  up, 
Tamara    Kerim    is    a    busy    woman. 


clutching  a  handful  of  business  cards 
that  would  choke  a  cossack. 

If  Russia  gets  most-favored-natioii 
status,  she  hopes  to  be  still  busier- 
representing  its  goods  in  the  U.S. 
"The  Russians,"  she  says  hopefully, 
"will  make  a  better  product  for  export 
than  they  do  for  home."  ■ 
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Characlerisfrics 
of  a  commodHy 
speculator. 

First  of  all,  he's  rather  young,  rather  affluent         ■  i 

and  quite  well  educated.  These  things  we  know     |  J 

from  a  survey  we  did  recently.  I  f 

But  a  successful  commodity  trader  is  a         ' 
good  deal  more  than  that.  He's  something  like     f      i 
a  good  general — able  to  evaluate  information,      i    J  i 
create  a  strategy  and  follow  it  through.  And,  O  •  |^ 

like  a  good  general,  he  knows  when  to  conserve  1*1 

his  forces  and,  yes,  even  when  to  retreat.  I  i  I 

A  good  commodity  trader,  you  see,  can  j         1 1  ■ 

lose  a  lot  of  skirmishes  and  still  win  the  war.  ■         it  J 

We  think  there  are  a  lot  of  people  who  I         .  l         \ 

have  all  the  right  characteristics  but  who  don't  I         |   |         | 

know  very  much  about  trading  commodities.  j        •    I         I 

We'd  like  to  tell  you  more  about  the  I        ■     \        ' 

commodities  we  trade  on  the  Chicago  ^    mJ^      V 

Mercantile  Exchange:  live  cattle,  ^  ^^  ^s    ^ 

pork  bellies,  live  hogs,  potatoes,  ^^^ 

eggs,  butter,  lumber  and  milo.         f" 


f  f 

# 
1  I 


Tnct  c.nH  nc  tr..      rs  '  ^  CHICAGO  MERCANTILE  EXCHANGE 

J  USl  Sena  us  me  coupon .  j     Im  444  west  Jackson  Blvd.,  Chicago.  Illinois  60606 


Dept.  1032 
Gentlemen: 

Please  send  me  free  commodity  trader's  information. 
Name 
Address 


City State Zip 


Faces  Behind  the  Figures 


The  King  and  I 

Frank  Jxjngers  is  a  47-year-old  pe- 
troleum engineer  who  has  spent  most 
of  the  last  25  years  working  in  Saudi 
Arabia  for  the  Arabian  American  Oil 
Co.  In  November  he  will  become  chair- 
man and  chief  executive  oflBcer  of 
Aramco,  which  produces  around  95% 
of  Saudi  Arabia's  immense  9-million- 
barrel-a-day  crude  output.  Headquar- 
tered in  Dhahran,  he  will  head  the 
world's  largest  oil  producer,  vvdth  gross 
revenues  of  around  $9  billion  this 
year.  And  be  the  man  on  a  very  hot 
seat  in  the  world's  energy  cnmch. 

Back  in  May  Jungers  kept  a  very 
imp>ortant  appointment  in  Riyadh,  the 
Saudi  capital,  with  a  gentieman 
named  Faisal  ibn  Abdul-Aziz  al-Saud. 
Faisal,  68,  has  been  long  of  Saudi 
Arabia  since  1964. 

"I  can  surmnarize  the  King's  feel- 
ings like  this,"  recalls  Jungers:  "The 
Saudis  have  little  incentive,  if  any,  to 
allow  Aramco  to  increase  production, 
the  effect  on  the  world  oil  supply  not- 
withstanding. They  don't  really  need 
the  money;  they've  got  more  than 
they  need  already.  There  is  no  in- 
centive for  the  Saudis  to  deplete  their 
resources   any   more   than   necessary. 


If  Aramco  and  the  world  want  the 
Saudis  to  allow  their  resources  to  be 
depleted,  then  they've  got  to  give  the 
Saudis  an  incentive. 

"The  answer,"  Jimgers  goes  on, 
"is  political.  U.S.  policy,  or  what  in 
the  Arab  world  is  deemed  to  be  U.S. 
policy,  is  unduly  pro-Israel.  So  be- 
cause of  his  long  friendship  with 
the  U.S.,  the  King  finds  himself  more 
and  more  isolated  among  his  Arab 
neighbors.  Now  Faisal,  too,  consid- 
ers U.S.  policy  to  be  detrimental  to 
Arab  interests,  as  well  as  his  own. 
The  King  is  saying,  either  you— the 
U.S.— become  more  even-handed  in 
your  treatment  of  the  Arabs  vs.  Is- 
rael or  I  will  have  no  incentive  to 
allow  you  to  take  more  of  oui  oil." 

What  does  Faisal  want?  Jungers  says 
the  King  wasn't  very  specific.  "I  can 
tell  you,  though,  the  sort  of  thing 
that  bugs  him.  When  the  U.S.  recent- 
ly vetoed  a  U.N.  Security  Council 
resolution  deploring  Israel's  continu- 
ing occupation  of  Arab  lands  taken 
during  the  1967  war,  that  gave  him 
trouble  with  his  Arab  neighbors. 

Frank  Jungers  will  hear  many  more 
such  lectin-es  in  the  future— and  so, 
in  the  midst  of  the  energy  crisis,  will 
the  American  people.  ■ 


Jungers  of  Aramco 


Pipe  Dreamer? 

Edward  P.  Reavey  Jr.  is  the  epitome 
of  a  marketing  man.  He  puffs  con- 
tinuously on  thick  cigars,  talks  vividly 
about  selling  images,  and  dreams  big 
dreams.  One  of  his  biggest  has  been 
to  make  Motorola  at  least  the  second- 
largest  manufacturer  of  television  sets 
in  the  world.  As  head  of  consumer 
products,  Reavey,  49,  isn't  there  yet, 
but  he's  making  progress.  He  has 
doubled  Motorola's  share  of  the  U.S. 
market  to  8%,  and  while  he's  still  far 
behind  Zenith  (22.5X)  and  RCA 
(20.8%)  in  Television  Digest's  rank- 
ings, he's  still  in  slot  No.  Three. 

"The  idea  was  to  first  get  together 
on  a  joint  venture  with  a  Japanese 
company,"  explains  Reavey.  "Each 
would  help  the  other  on  their  home 
ground.  Then,  we  could  get  together 
on  buying  components  and  building 
assembly  plants  around  the  globe 
and  become  the  largest  joint  venture 
in  the  world." 

A  few  years  ago  that  may  have 
sounded  like  a  real  pipe  dream,  but 
not  today.  Last  month  Japan's  Aiwa 
Co.,  a  50%-owned  Sony  subsidiary, 
agreed  to  market  Motorola's  color  sets 
in  Japan.  Aiwa  markets  its  own  audio 


products  and  Sony's  television  sets 
throughout  Japan.  The  Motorola  sets, 
all  large-screen  sizes,  will  be  made 
in  the  U.S.  and  sold  "right  alongside 
the  Sony  sets,"  says  Reavey. 

The  product  lines  do  fit  together- 
Sony  makes  only  small-screen  sets. 
Motorola  concentrates  on  large-screen 
Quasar  sets.  But  while  Motorola  has 
an  arrangement  with  Sony,  it  does  not 
have  a  marriage.  Sony  still  plans  to 
bring  out  its  own  large-screen  set  next 
year.  Reavey  is  not  worried.  "We  ex- 
pect to  be  selling  60,000  sets  annually 
in  Japan,"  he  says  with  a  marketing 
man's  enthusiasm.  "That  will  give  us 
1%  of  the  market  and  a  highly  prof- 
itable $40  million  business." 

And  will  Sony  combine  its  U.S. 
marketing  with  Motorola's?  Reavey  is 
uncharacteristically  cautious:  "I  hope, 
and  it's  just  a  hope,  that  in  the  future 
we  may  have  some  joint  ventures  that 
will  produce  results  for  both  of  us." 

So  the  link  with  Aiwa  in  Japan  may 
be  the  start  of  something  big.  Reavey, 
of  course,  dreams  big,  as  a  marketer 
should.  "Latin  America,"  he  says 
grandly,  "is  probably  the  next  market 
we  want  to  get  into.  Sony  has  some 
production  facilities  there  that  we 
could  use."  ■ 


Reavey  of  Motorola 
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What's  News 


Washington  wire     Expf>rt  Manaserji 

Trmli-  S(K-<ialists  Help 
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TIME  B       ^^^^^^^^^^^^^J^^^^^W 

Wall  St  Journal 

1,313,146 

BusinessWeek 

725,000 

Fortjes 

625,000 

Fortune 

580,000 

B  is  for  business.  This  is  the  advertising  edition  of  TIME  that 
goes  directly  to  business  households.  1,550,000  of  them.  At  a 
cost  per  thousand  that  turns  out  to  be  the  most  efficient  in  the 
field.  That's  why  TIME  B  has  atttacted  $25  million  worth  of  ad- 
vertising in  just  three  years.  Remember:  B  for  business.  TIME  B . 


SOURCE  LATEST  RATE  BASES  AND  ABC 


The  Funds 


The  Company  Fund 


Managing  accounts  from  the  lush,  fast-growing  cor- 
porate pension-  and  thrift-plan  market  has  been  the  tradi- 
tional preserve  of  bank  trust  departments.  Now  mutual 
funds  are  fighting  to  get  their  share. 

But  one  company.  General  Electric,  has  combined  these 
two  rivals:  It  began  its  own  mutual  fund  and  made  a 
bank  the  investment  adviser. 

The  fund  is  the  GE  Savings  &  Security  Program  Mutual 
Fund  (assets:  $292  million).  The  fund  manager:  Morgan 
Guaranty,  which  has  the  largest  bank  trust  department 
($27-biIlion  assets).  The  GE  fund  makes  Morgan  the  only 
bank  that  manages  an  open-end  mutual  fund. 

The  fund  is  limited  to  GE  employees  (but  GE  ofiBcers 
are  excluded)  as  part  of  its  thrift  program  (other  parts 
are  investing  in  GE  stock,  savings  bonds  and  life  insur- 
ance). It  is  a  no-load  fund  that  is  registered  with  the 
Securities  &  Exchange  Commission  as  an  investment  com- 
pany; its  net  asset  value  is  quoted  in  daily  newspapers 
just  like  those  of  other  mutual  funds. 

An  employee  can  withdraw  both  his  own  and  GE's 
contribution  (50%  matching)  after  a  three-year  holding 
period.  But  instead  of  getting  cash,  the  employee  gets 
mutual  fund  shares.  He  can  redeem  these  shares  for  cash, 
but  he  cannot  add  to  his  holdings  except  through  the 
savings  and  securities  program. 

How  has  the  fimd  done  since  it  began  in  mid- 1967? 

So  far,  pretty  well.  Morgan,  like  most  institutions,  has  a 
strong  preference  for  high-multiple  growth  stocks,  and  the 
GE  fund  portfolio  reads  like  a  Who's  Who  of  growth  stocks: 
IBM,  Avon,  Xerox,  Disney,  Coca-Cola,  Polaroid,  etc.  And 


Mutual  Funds 
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like  a  good  growth  stock  fund,  GE  has  a  smattering  of 
small,  WGuld-be  Xeroxes  like  Envirotech  and  New  En- 
gland Nuclear. 

Between  1968-72,  the  fund's  net  asset  value  increased  a 
shade  under  50%,  far  better  than  the  Dow  Jones  indus- 
trials' 11.3%  and  the  Standard  &  Poor's  500's  22.4%.  So 
far  in  1973,  the  fund  has  slumped  10%— not  good,  but 
better  than  the  mutual  fund  industry  average  of  19%. 

The  fund's  annual  expenses  and  fees  are  a  modest  0.26% 
of  assets,  among  the  lowest  in  the  fund  industry.  "Would 
you  call  it  generosity  on  the  part  of  Morgan?"  quips  ftind 
Treasurer  Richard  FuUjames.  When  it  comes  to  corporate 
accounts,  Morgan  can  obviously  relate  parts  to  the  whole. 

Another  factor  making  for  small  expenses  is  that  the  GE 
thrift  program  is  handled  as  if  it  were  one  fund  sharehold- 
er. "Prior  to  distribution,"  says  FuUjames,  "this  is  re- 
garded as  an  employee  benefit  and  the  company  is  pay- 
ing for  all  its  expenses,  and  so  the  fund  wouldn't  have 
any  knowledge  of  how  the  units  [shares]  are  divided  up 
among  employees."  Which  saves  the  fund  a  good  deal 
of  paperwork  expense,  since  75,000  employees  participate 


on  the  mutual  fund  program. 

Why  didn't  GE  simply  set 
up  a  thrift  plan  stock  fvind 
like  others?  Why  the  mutual 
fund  structure? 

"We  wanted  an  entity  in 
itself,"  says  FuUjames,  "sorrie- 
thing  the  employe!  could 
look  at  and  realize  it  is  his 
doUars,  something  that  was 
not  subject  to  any  consolida- 
tion or  combination  with  oth- 
er things."  With  80%  of  the 
employees  opting  to  take  ac- 
tual ownership  of  their  shares 
after  the  three-year  holding 
period,  "we  started  listing  it 
in  the  newspapers." 

Because  of  that  three-year 
holding  option,  the  fund's 
redemptions  have  risen  from 
$132,000  in  1970  to  $10  mil- 
lion in  1972  and  $8.5  mil- 
lion in  the  first  half  of  1973. 
But  fimd  sales  have  been  run- 
ning better  than  $45  miUion 
a  year. 

There's  another  GE  fund, 
not  part  of  the  thrift  pro- 
gram, available  only  to  cer- 
tain managers  and  their 
families— no-load  Elfun  Trusts 
(assets:  $233  million).  Elfun 
is  self-managed.  Its  expenses 
are  low  (0.25%  of  assets)  be- 
cause it  doesn't  charge  share- 
holders a  management  fee. 
Which  is  perhaps  a  good 
thing,  since  it  hasn't  per- 
formed nearly  as  well  as  the 
employee  fund.  It  dropped 
5%  in  net  asset  value  be- 
tween 1968-72,  and  is  oflF  an- 
other 19%  so  far  this  year. 

As  E.H.  M alone,  vice  pres- 
ident of  GE's  trust  opera- 
tions, wryly  put  it,  "The 
thrift  program  was  written 
so  that  ofiBcers  were  excluded 
—for  reasons  that  not  all  of- 
ficers understand." 

One  reason  for  Elfun's  elf- 
like  performance  is  that  it  is 
more  risk-oriented  than  the 
employee  fimd.  Because  it 
was  GE  employees'  money, 
Morgan  pretty  much  stuck 
to  established  blue  chips. 
But  GE  executives  are  better 
oflf,  more  sophisticated  than 
employees,  and  so  Elfun  felt 
less  inhibited  dabbling  with 
such  fads  as  letter  stock. 

When  it  comes  to  hum- 
bling investors,  the  market 
knows  no  station!  ■ 


Malone 


FuUjames 
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People  must  have  a  place  to  stand, 
a  chair  to  sit  on,  a  roof  over  their  heads. 


No  one  can  be  independent 
without  security.  And,  in  these  vol- 
atile times,  a  sense  of  security 
is  perhaps  more  relevant  for  us 
now  than  ever  before. 

Jobs  make  people  independent 
and  secure. 


There  are  today  some  428,000 
merh'and  women  in  our  company. 
They're  people  with  security. 
Independent  and  free.  Because 
they  have  jobs. 

All  successful  growing  busi- 
nesses create  jobs.  And  multina- 
tional companies,  like  ours, 
help  m^ake  it  happen.  Year  in  and 
year  out. 


Multinational  companies  critical 
to  America's  future  growth. 


national  companies  increased  do- 
mestic employment  by  31.3%. 
The  national  average  was  12.3%. 
In  the  same  period,  American 
multinationals  increased  exports 
by  180%,  while  the  national 
average  went  up  53.3%. 

Surely,  here  is  a  force  to  be 
encouraged. 


In  the  1960's  American  multi- 


Creating  jobs  is  our  most  impor- 
tant social  responsibility. 

And  when  you  consider  that 
American  business  will  havetode- 
velop  jobs  for  27  million  new 
workers  by  1990,  it's  clear  that  the 
contributions  of  multinational 
companies  will  be  critical  to  the 
future  growth  of  America's 
economy. 

Our  company  is  presently  com- 
mitted to  a  number  of  socially 


responsive  programs,  which  are 
being  implemented  and  will  be 
increased  as  warranted. 

But  creating  jobs  for  people  is 
what  we  do  best. 

And  that,  we  submit,  is  our  first 
and  most  important  social  respon- 
sibility. To  give  people  a  place  to 
stand,  a  chair  to  sit  on,  a  roof  over 
their  heads. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 


ITT 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


How  to  speculate 
in  commodity  futures 

(And  who  should  do  it.) 


Two  Merrill  Lynch  book- 
lets introduce  you  to  the 
commodity  futures  markets. 
You'll  learn:  which  com- 
modities  are   traded   as  fu- 
tures.   How    futures    prices 
come  about.  Why  commodity 
futures  speculation  offers  un- 
paralleled leverage.  The  risks 
involved.  How  to  set  up  a  trad- 
ing plan.  And  more. 
Yours  free.  Just  mail  coupon. 


FOR-915 


Name. 


Address. 
City 


''Handbook  for  Commodity  Speculatorsr 
''Speculation  as  a  Fine  ArtI' 

(please  print) 


.State. 


_Zip. 


.Business  Phone. 


Home  Phone 

Have  you  ever  speculated  in  the  futures  markets?  Yes  D     No  D 
Merrill  Lynch  customers:  Please  give  name  and  office  address  of  Account  Executive. 


s 


MERRILL  LYNCH.  PIERCE,  FENNER  &  SMITH  INC 

Commodity  Division,  One  Liberty  Plaza,  165  Broadway,  New  York,  N.Y.  10006 ^.j, 


135 

130 

125 

120 

115 

110 

105 

100 

95 

90 

85 

80 


The  Forbes  Ini 

lex 

p/etiminary 

5 

/. 

/ 

/ 

^-v^ 

^^^-^ 

V. 

• 

^ 

\ 

,^/ 

V 

^— / 

, 

: 

:.l'il- 

MAY    124.0 

JUNE 124.3 

JULY  124.4 

AUG 126.1 

SEPT. 126.4 

OCT 128.1 

NOV 129.0 

DEC.       129.8 

JAN 131.5 

FEB 132.2 

MAR 133.0 

APR 132.3 

MAY 133.6 

JUNE  (Prel.).. 132.8 


62     1963       1964    !  1965       1966       1967       1968        1969      1970        1971       1972 


1973 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production} 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  ^Depf.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 


The  Spark  Of 
Improved  Morale 


By  L  0.  Hooper 


In  August,  my  writing  sounded  like 
whistling  in  the  dark.  I  sang,  but  my 
public  did  not  dance.  Sometimes  I 
thought  of  myself  as  a  courageous 
minority  of  one— and  I  usually  like 
this  minority-of-one  business  because 
the  chances  are  that  any  unanimity 
of  opinion  about  the  stock  market 
will  be  wrong.  I  even  ruminated 
about  the  possibility  of  the  DJI  being 
above  IDOO  by  Christmas.  That  may 
not  be  as  absurd  as  it  looked. 

Just  before  Labor  Day,  a  day  or 
two  after  volume  on  the  NYSE 
dropped  below  10  million  shares  per 
session,  things  began  to  change. 
Stocks  began  to  go  up  simply  be- 
cause the  list  was  well  liquidated  and 
oversold,  not  because  there  was  any 
challenging  news.  This  had  an  almost 
immediate  effect  on  investment 
morale,  especially  on  morale  in  the 
financial    centers.    Most    people    had 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  WE.  Hutton  &  Co. 


finished  selling.  All  that  was  neces- 
sary to  give  the  list  a  better  tone  was 
a  small  amount  of  buying;  all  that 
was  needed  to  generate  some  buying 
was  some  more  positive  thinking. 

There  were  some  positive  things  to 
think  about:  The  dollar  was  stronger 
in  Europe;  the  back  of  the  specula- 
tion in  gold  was  broken,  at  least  for 
the  present;  interest  rates  dropped  a 
little  in  European  centers;  bond  yields 
ceased  to  rise,  and  were  shaded  a 
bit;  fresh  increases  in  the  prime  rate 
found  little  reflection  either  in  stocks 
or  in  bonds;  when  the  DJI  dropped 
to  a  new  low,  only  a  greatly  reduced 
number  of  individual  stocks  made 
new  lows;  the  daily  syndrome  of  some 
stock,  or  several  stocks,  just  falling 
out  of  bed  in  thin  markets  stopped; 
Watergate  was  winding  down  in  the 
public  mind;  the  volume  of  trading 
dried  up  on  price  weakness;  over  100 
issues  developed  enough  strength  to 
make  their  charts  look  bullish;  and. 


most  important  of  all,  most  brokers 
had  their  tails  so  far  between  their 
legs  that  they  had  no  further  to  go. 

How  long  will  this  better  tone  last? 
That  depends  on  the  state  of  morale, 
both  in  and  out  of  Wall  Street.  My 
opinion  is  that  morale  will  show  a 
vast  improvement  between  now  and 
the  end  of  the  year.  The  fact  that 
Americans  have  more  confidence  in 
themselves  and  in  their  securities  no 
doubt  will  influence  more  buying 
from  abroad.  For  weeks,  most  of  the 
overseas  people  with  whom  I  have 
talked  have  been  saying  that  our  dol- 
lar is  the  most  undervalued  world 
currency,  that  our  securities  are 
cheaper  than  those  of  any  other  coun- 
try, that  our  inflation  is  less  extreme, 
and  that  the  outlook  for  earnings  here 
is  better  than  in  other  countries.  We 
even  have  heard  reports  of  buying  of 
our  international  oils  by  investors 
from  the  Arab  countries.  When  asked 
why  they  have  not  been  buying 
American  securities  if  they  are  so 
attractive,  almost  every  European  has 
mentioned  that  overseas  investors  have 
only  been  waiting  for  Americans  them- 
selves to  show  some  confidence. 

The  immediate  situation  in  the  stock 
market,  as  I  see  it,  is  that  we  are 
recovering  from  a  super  dose  of  pes- 
simism to  a  more  logical  and  rea- 
soned state  of  mind.  There  is  a  snap- 
back  from  an  overliquidated  tech- 
nical situation,  and  a  greater  willing- 
ness to  listen  to  good  stories  about 
individual  issues.  For  a  long  time,  the 
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From  the  standpoint  of  getting  your  dollars' 
worth,  FundScope.  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  the  top  performers  for 
Growth,  for  income,  for  Stability,  See  exactly 
how  the  5  top  No-Loads  compare  with  the  5 
top  Load  funds  for  various  significant  periods. 
Packed  with  factual  data,  FundScope's 
exclusive  in-depth  report  reveals  which  No- 
Loads  are  a  "bargain  "  and  which  are  "expen- 
sive." Learn  how  to  avoid  "hidden  costs" 
and  make  a  purchase  of  mutual  funds  a 
bargain,  not  false  economy.  This  report  is 
included  with  this  offer. 

SPECIAL  OFFER 
(new  trial  subscribers  only) 
Send  just  $22  for  a  3-month  trial  subscription 
to   FundScope,   a  thinking   man's   guide   to 
mutual  funds.  PLUS  —  4  big  bonuses  including 
the  No-Load  survey  and  564  page  April  1973 
Mutual  Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  450  funds.  (GUIDE  ALONE  SELLS  FOR  S20). 
ACT  NOW:  Mail  your  $22  today,  or  if  you  pre- 
fer the  above  offer  with  a  money-saving 
14-month   subscription,    send   $60.00    (10   day 
returnable  guarantee).  Include  ZIP.  No  sales- 
man will   call.    Not  available   on   newsstands. 
FundScope,  Dept.  F-56,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

Name 


Address. 
City 


.State, 


Zip  Code- 


public  has  listened  only  to  the  nega- 
tives, ignoring  the  positives.  For  a 
time  now  we  probably  will  be  eager 
for  the  positives.  Indeed,  there  is 
danger  that  we  may  go  as  far  over- 
board for  the  positives  as  for  the 
negatives. 

A  Heatfhy  Recession 

I  think  I  can  see  evidence  of  a 
cooling  of  inflation,  and  perhaps  a 
healthy  recession  in  business.  The 
cooling  of  the  recently  overheated 
commodity  markets  is  a  straw  in  the 
wind.  So  is  the  reappearance  of  meat 
in  the  supermarkets,  not  at  higher 
prices  but  at  lower  prices.  The  very 
important  automobile  industry  is 
winding  down  a  little,  and  it  will  be 
strange  indeed  if  high  mortgage  in- 
terest rates  plus  bigger  down-payment 
requirements  on  mortgages  do  not 
slow  down  the  building  industry. 

With  all  governments  borrowing 
less  and  lenders  responding  to  high 
interest  rates  with  a  huge  supply  of 
money,  and  with  less  necessity  to  pro- 
tect the  dollar  with  high  interest 
rates,  it  will  be  strange  indeed  if  mon- 
ey rates  do  not  decline.  As  I  have 
been  saying  in  this  column,  these  ab- 
normal and  pathological  interest  rates 
just  won't  last.  That's  why  I  have 
been  encouraging  bond  buyers  to  buy 
longer  maturities  rather  than  short 
maturities,  even  at  a  higher  rate  of 
interest. 

I  would  draw  a  distinction  between 
the  outlook  for  the  stock  market  and 
the  outlook  for  business.  Just  as  busi- 
ness has  been  better  than  the  stock 
market  for  many  months,  I  think  we 
are  entering  a  period  when  the  stock 
market  will  be  better  than  business. 
Historically,  there  is  nothing  new 
about  this.  Often  stock  prices  move 
contrariwise  to  earnings  and  business. 
Incidentally,  but  importantly,  if  the 
economy  and  inflation  cool  a  bit 
there  is  less  danger  that  the  credit 
authorities,  in  their  application  of  con- 
trols, may  miscalculate  and  find  them- 
selves in  an  uncontrolled  deflationary 
depression  rather  than  just  in  a  de- 
sirable (?)  recession. 

Once  more,  it  seems  to  me  that 
the  one  thing  we  know  is  that  there 
is  a  worldwide  shortage  of  energy, 
and  that  this  shortage  for  the  next 
few  years  will  have  to  be  met  by 
getting  and  using  more  oil  rather  than 
through  more  gas,  fnore  coal  and 
more  nuclear  power.  All  of  the  non- 
oil  items  will  help  solve  the  energy 
crisis  eventually,  but  not  immediately. 
If  this  is  true,  we  must  provide  price 
incentives  to  get  more  oil  (folks  will 
howl  more  about  brownouts,  cold 
hou.ses  and  pumps  without  gas  than 
about  prices)  and  pay  for  it.  Further- 
more,  we  will  have  to  get  most  of 


the  deficit  from  the  Middle  East.  Of 
course  we  will  have  to  pay  more  for 
crude  there,  but  the  Arabs  have  us 
where  the  hair  is  short.  If  we  pay 
more  for  it,  the  big  internationals  still 
will  refine  it  and  market  it;  and,  as 
few  have  mentioned,  they  will  get 
more  for  the  crude  they  produce  in 
other  areas. 

My  favorite  international  still  is 
Standard  Oil  of  California  (66). 
Earnings  this  year  should  be  close  to 
$9  a  share.  The  stock  is  being  split 
2-for-l,  and  the  dividend  will  prob- 
ably be  increased.  This  company  is 
spending  a  cool  billion  on  capital  ad- 
ditions and  improvements  this  year 
and  generating  most  of  it  from  earn- 
ings. Its  operations  are  worldwide.  I 
also  like  Exxon  (89)  and  Mobil  Oil 
(57).  Incidentally,  I  think  that  a 
switch  from  Phillips  Petroleum  (55) 
to  Mobil  Oil  has  something  to  com- 
mend it.  This  switch  would  give  more 
earnings  and  dividends  and  change 
an  investment  from  a  rather  exploited 
stock  to  an  unexploited  one. 

Natural  Resource  Sfocks 

There  seems  to  be  a  growing  vogue 
in  natural  resource  stocks,  issues  rep- 
resentative of  the  oil,  mining,  lumber 
and  land  industries.  For  years  financial 
writers  have  often  reasoned  that 
shares  of  this  character  are  the  best 
hedge  against  inflation.  Until  recent- 
ly, however,  this  has  been  just  a 
theory,  or  a  hope,  and  not  really  a 
fact.  The  land  companies,  of  course, 
are  still  unpopular,  partly  because 
their  shares  have  been  outstandingly 
disappointing  for  the  past  year. 

Natural  resource  stocks,  when  you 
think  about  it,  are  the  logical  vehicles 
for  Japanese  investors.  Japan,  like  En- 
gland of  old,  is  short  of  natural  re- 
sources and  long  on  manpower.  That's 
why  it  has  made  so  many  deals 
abroad  to  obtain  logs  and  lumber 
from  Canada,  copper  from  Indonesia 
(Freeport  Minerals),  iron  ore,  coal 
and  oil.  Once  again,  I  would  like  to 
mention  some  of  the  natural  resource 
conglomerates  such  as  Burlington 
Northern  (29),  Canadian  Pacific 
(16),  Newinont  Mining  (30)  and 
Union  Pacific  (59).  Anaconda  (22) 
is  developing  a  conglomerate  char- 
acter so  far  as  mining  is  concerned. 

As  an  important  general  observa- 
tion, a  thoroughly  lic^uidated  market 
is  as  full  of  airholes  on  the  supply 
side  as  it  was  full  of  airholes  on  the 
down  demand  side  when  slocks  were 
falling  out  of  bed.  Especially  with  the 
"fallen  angels,"  one  should  not  assume 
that  every  quick  move  up  is  value  in- 
spired. Often  fallen  ang<'ls  and  off- 
beat stocks  rally  sharply  for  purely 
technical  reasons.  Demand  temporarily 
is  greater  than  supply.   ■ 
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Stock 
Analysis 


Increasing  Your 
Income 


By  Heinz  H.  Biel 


Obtaining  a  fair  return  on  one's 
capital  is  the  only  reason  for  invest- 
ing, whether  it  be  in  securities,  real 
estate  or  in  any  business  venture. 
A  generation  ago  bonds  yielded  on- 
ly about  2.5%  to  3%.  As  the  divi- 
dend return  on  good  common  stocks 
at  that  time  was  substantially  higher 
than  that,  the  choice  for  the  income- 
seeking  investor  was  easy.  But  now 
the  situation  is  reversed.  Highest- 
grade  bonds  pay  8%  or  more,  while 
good-quality  common  in  many  in- 
stances yield  next  to  nothing. 

In  order  to  cover  up  the  apparent 
income  deficiency  of  common  stocks, 
money  managers  have  come  up  with 
the  new  concept  of  an  overall  re- 
turn. If  a  company  pays  a  dividend 
of  2%  and  grows  at  a  rate  of  10%  a 
year,  the  total  return  is  12%— much 
better  than  one  can  get  on  any  bond. 

Simple,  isn't  it?  Yes  and  no.  For 
the  investor  of  large  amounts  of  capi- 
tal, the  concept  of  a  total  return  is 
appropriate.  For  him  the  only  thing 
that  matters  is  the  overall  result  over 
an  extended  period  of  time.  Besides, 
for  anyone  who  is  subject  to  taxation, 
long-term  capital  gains  are  more  ad- 
vantageous than  cash  dividends. 

The  situation  is  different  for  the  in- 
dividual with  more  limited  funds,  and 
is  entirely  different,  for  instance,  for 
those  who  are  only  income  benefici- 
aries of  a  trust  and  who  can't  even 
get  a  whiff  of  whatever  capital  ap- 
preciation is  enjoyed  by  the  trust. 
Many  individual  investors  also  are  too 
conservative  to  want  to  nibble  on  cap- 
ital gains,  not  to  mention  capital,  even 
though  this  would  make  good  eco- 
nomic' sense.  Readers  may  remember 
the  story  in  The  Money  Game  (by 
"Adam  Smith")  of  those  poor  people 
who  had  to  live  like  paupers  when 
they  were  actually  IBM  millionaires. 
But  a  million  dollars  in  IBM  pays  on- 
ly about  $15,000  a  year,  and  who 
would  sell  IBM? 

Some  investors  have  given  prefer- 
ence to  stocks  whose  primary  attrac- 
tion was  a  high  dividend  return.  The 
end  result  more  often  than  not  was 
quite  unsatisfactory,  a  prime  example 
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being  the  utilities,  which  lost  much 
of  their  market  value  in  recent  years, 
despite  steadily  rising  dividend  rates. 

Selling  Opfions 

Most  investors  have  only  the  fog- 
giest notion  of  what  options  are.  Often 
options  are  equated  with  shoestring 
speculations:  You  buy  a  call  on  a 
stock  for  a  few  hundred  bucks  and 
then  you  hope  that  the  stock  goes  up 
sharply  before  the  call  expires.  If  it 
does,  the  percentage  profit  can  be 
very  substantial.  Alas,  most  of  the 
time  it  doesn't  work  that  way.  Either 
the  stock  goes  down  or  doesn't  go  up 
enough,  or  time  runs  out. 

The  inauguration  of  public  trad- 
ing in  options  on  the  Chicago  Board 
Options  Exchange  earlier  this  year, 
which  is  likely  to  be  followed  by  a 
similar  operation  under  the  auspices 
of  the  American  Stock  Exchange,  is 
bound  to  increase  the  understanding 
and  broaden  the  use  of  options  by  the 
more  sophisticated  investor  as  a  means 
to  increase  current  income  without 
any  increase  in  risk.  So  far  the  CBOE 
handles  only  a  relatively  small  num- 
ber of  stocks  and  only  "calls,"  but  this 
will  undoubtedly  be  enlarged  soon 
to  cover  a  greater  number  of  stocks 
as  well  as  "puts."  Termination  dates 
are  fixed  as  the  last  days  of  January, 
April,  July  and  October,  as  are  the 
"striking  prices,"  i.e.,  the  price  at 
which  the  option  can  be  exercised. 

Rather  than  going  into  all  details 
and  ramifications  of  the  purchase 
and  sale  of  options,  a  few  examples 
will  best  illustrate  the  use  of  selling 
call  options  as  a  method  to  increase 
income.  Caveat:  Make  sure  that  your 
account  executive,  or  at  least  his  firm, 
is  thoroughly  familiar  with  this  seg- 
ment of  the  securities  business. 

Eastman  Kodak  has  been  and  still 
is  a  great  stock  to  own.  The  only 
deterrent  for  some  would-be  investors 
is  the  measly  dividend  return  of  only 
about  1%.  What  can  be  done  to  im- 
prove it?  On  a  recent  trading  day  EK 
sold  at  135,  and  a  call  on  EK  at  140 
for  April  1974  traded  on  the  CBOE 
at  13M. 

This  is  what  can  be  done.  You  sell 
a  call  and  receive  for  it  $1,325  (less 


$29  commission).  Anytime  between 
now  and  next  April  your  stock  can  be 
called  at  $140,  but  this  will  happen 
only  if  the  price  of  the  stock  goes 
above  140.  If  the  stock  is  "called," 
you  1)  keep  the  proceeds  from  the 
sale  of  the  call;  2)  keep  the  dividends 
payable  before  the  call  is  exercised; 
3)  have  a  five-point  appreciation.  In 
effect  you  sell  EK,  now  135,  at  around 
153.  If  your  stock  is  called  and,  for 
tax  reasons,  you  do  not  want  to  lo,se 
the  stock  you  now  own,  you  simply 
buy  another  100  shares  of  EK  and  de- 
liver those  shares.  It  just  costs  extra 
commissions.  If,  on  the  other  hand, 
your  stock  is  not  called,  because  the 
price  did  not  get  above  140,  you 
simply  pocket  the  proceeds  from  the 
sale  of  the  call  and  treat  it  as  edible, 
and  taxable,  income.  And  then  you 
can  repeat  the  process  after  the  first 
call  has  expired. 

Another  example  is  Polaroid,  the 
somewhat  controversial  stock,  selling 
at  around  118.  The  dividend  yield  is 
an  infinitesimal  one-quarter  of  1%. 
However,  at  present  you  can  sell  an 
April  1974  call  on  100  shares  for 
about  $1,350,  exercisable  at  130. 
Again,  in  effect  you  are  prepared  to 
sell  Polaroid  at  around  143,  which  is 
25  points  above  the  present  market 
and  close  to  this  year's  high.  And  if  it 
isn't  called,  you  keep  your  stock,  for 
better  or  for  worse,  and  you  have 
earned  a  fine  income  during  the  brief 
period  of  just  over  six  months. 

Terms  are  somewhat  less  liberal 
for  an  April  1974  call  on  Avon  Prod- 
ucts at  120,  for  which  you  may  get 
about  $1,000.  However,  if  you  share 
the  negative  opinion  on  Avon  ex- 
pressed in  Forbes'  cover  story  (July 
1 ) ,  you  might  be  quite  willing  to  sell 
your  stock,  now  114,  at  the  equivalent 
of  130  ( 120  plus  10  for  the  option) . 

If  you  now  hold  Exxon,  presently 
selling  at  89,  would  you  be  willing  to 
sell  it  at  100?  If  you  are,  and  also  are 
prepared  to  hold  on  to  your  stock 
for  another  six  months,  some  buyer 
of  an  option  is  going  to  pay  you 
about  $500,  which  is  more  than  a  full 
year's  dividend  on  100  Exxon. 

It  will  be  m  ted  that  I  have  shown 
only  the  longest-term  options  now  be- 
ing traded  on  CBOE.  The  reasons  are 
that  1)  premiums  are  comparatively 
high,  in  other  words  that's  where  the 
money  is;  and  2)  shorter-term  options 
are  more  suitable  for  trading  purposes. 

Finally,  another  caveat:  The  public 
option  market  is  still  in  an  embryonic 
stage.  It  is  often  very  thin,  and  at 
times  you  may  not  be  able  to  get 
your  price.  That,  however,  will  get 
better  as  time  goes  on.  Furthermore, 
there  is  still  a  broad  over-the-coun- 
ter market  in  options.  But  the  rules 
of  the  game  are  somewhat  different.  ■ 
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MONEY 
GROWS 
FASTER 
IN  MEXICO 


Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  income 
at  rates  in  excess  of  what  may 
now  be  available  to  you.  At  no 
obligation,  write:  E.  C.  Latham, 
President,  Mexletter  Investment 
Counsel,  Hamburgo  159, 
Mexico  6,  D.  F.,  Mexico. 

MEXLETTER 


Baltimore,  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  sixty 
cents  a  share,  payable  Octo- 
ber 31,  1973,  to  stockholders 
of  record  September  14, 
1973. 

WILLIAM  F.  SPLIEDT 
Secretary  and  Treasurer 
August  22,  1973 


i    Technician's 
Tfo  Perspective 

ByJohnW.Schu/z 


How  About  A 
One-Tier  Market? 


The  time  has  come,  in  my  opinion,  to 
stop  trying  to  deal  with  the  stock  mar- 
ket as  a  "two-tier"  affair.  The  two- 
tier  market,  as  readers  of  this  column 
are  no  doubt  aware,  is  a  phenomenon 
•that  has  emerged  over  the  past  several 
years  and  became  most  glaring  in 
1973.  It  involves  an  upper  tier  of  per- 
haps four  or  five  dozen  major  high- 
growth  common  stocks,  persistently 
favored  by  institutional  investors  and 
accounting  for  a  relatively  large  mi- 
nority percentage  of  the  NYSE  list's 
aggregate  market  value;  and  a  lower 
tier  comprising  the  vast  bulk  of  pos- 
sibly 7,500  common  stocks,  traded  on 
the  major  stock  exchanges  and  on  the 
over-the-counter  market  and  largely 
shunned  by  the  institutions  and  "The 
Public"  alike. 

The  top-tier  elite  has  been  selling 
at  exotically  high  price/ earnings  ra- 
tios, while  the  bottom-tier  rabble 
stocks  are  selling  for  the  most  part 
at  valuations  that  seem  ridiculously 
low  by  comparison.  According  to  one 
study,  the  spread  between  average 
multiples  on  the  two  tiers  has  about 
doubled  over  the  past  ten  years,  with 
some  upper-tier  multiples  lately  equal 
to  10  or  more  times  many  bottom-tier 
multiples. 

As  I  see  it,  all  this  means  the  stock 
market  has  become  so  lopsided,  with 
50  to  60  stocks  up  and  out  in  front 
and  thousands  down  and  way  behind, 
that  the  two-tier  label  now  is  for  prac- 
tical purposes  obsolete.  Let's  tell  the 
few  handfuls  of  institutional  super- 
growth  favorites  to  go  hang;  they  seem 
to  lead  a  life  of  their  own,  and  what 
happens  to  them  should  now  have  lit- 
tle bearing  on  the  vast  majority  of 
common  stocks  that  have  been  bat- 
tered down  to  the  lowest  valuations 
seen  in  20  years  or  more.  Let's,  ac- 
cordingly, say  we  are  dealing  with  an 
old-fashioned  one-tier  market  of 
stocks,  which  most  investors  deem  to 
possess  little  or  no  merit  as  stores  of 
value  and  sources  of  income. 

Viewed  in  this  light,  the  current 
stock  market  scene  becomes  a  good 
deal  more  understandable,  and,  I 
think,  much  more  amenable  to  stan- 
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dard  technical  analysis  than  the  two- 
way  markets  we've  had  to  contend  with 
in  recent  years.  It  can't  be  usefulK' 
examined  in  the  mirror  of  the  Dow 
Jones  or  the  Standard  &  Poor's  indus- 
trials, both  of  which  are  greatly  dis- 
torted by  the  relatively  few  high- 
multiple  and/ or  large-capitalization 
stocks.  A  much  more  realistic  history 
is  presented  by  unweighted  price  in- 
dices, such  as  the  Value  Line's  com- 
posite of  more  than  1,300  stocks 
traded  on  the  NYSE,  the  ASE,  and 
over-the-counter. 

A  Broad  Bear  Market 

This  index  suggests  that  the  stock 
market's  bulk  in  late  1968  started  out 
on  a  major  downtrend  from  a  high 
near  190  to  a  mid- 1970  low  in  the 
upper  80s,  a  drop  of  over  50^,  un- 
heard of  since  the  post-1929  collapse. 
The  index  then  retraced  a  technically 
"normal"  three-eighths  or  so  of  the 
1968-70  decline  by  rallying  to  1971- 
72  recovery  highs  near  125,  and  then 
staged  a  second  major  downtrend 
whose  low  appears,  at  least  so  far,  to 
have  been  posted  in  early  July  a  little 
above  80,  for  a  drop  of  roughly  35%. 

So,  we're  looking  at  a  broad-gauge 
bear  market,  effectively  hidden  from 
view  by  the  Dow  and  the  S&P  indus- 
trials, but  painfully  perceived  by  a 
vast  majority  of  investors.  This  bear 
market  is  more  than  4/2  years  old 
(older  than  the  1929-32  bear  market) 
and,  as  a  result  of  two  consecutive 
major  downtrends,  has  so  far  yielded 
a  net  loss  approaching  60%  for  the 
VL  composite  price  index.  The  ef- 
fect has  been  to  carry  this  index  back 
to  levels  where  it  was  more  than  ten 
years  ago,  when  the  Dow  stood  inider 
600  and  the  S&PI  near  60  (vs.  about 
880  and  115,  respectively,  last 
month).  Since  there  has  l)een,  to  date, 
no  clear-cut  evidence  of  a  major-trend 
reversal  to  the  upside  in  any  of  these 
price  indices,  most  people  probably 
fear  that  additional  bear-market  risks 
remain  present.  This  can  at  least  part- 
ly account  for  the  lack  of  interest  in 
the  majority  of  common  stocks. 

But,  though  they  are  by  no  means 
fully  conclusive  (are  they  ever?), 
there  are  some  technical  reasons  for 


128 


FORBES,   SEPTEMBER    15,    1973 


thinking  that  this  bear  market  is  mak- 
ing a  serious  eflFort  to  reverse.  For 
one  thing,  the  second  major  down- 
trend in  the  VL  composite  was  some 
15  months  old  at  last  July's  low,  al- 
most as  old  as  the  first  major  down- 
trend in  this  sequence,  and  thus  pre- 
sumably quite  thoroughly  mature.  For 
another,  the  two  downtrends  dis- 
played markedly  diflFerent  technical 
characteristics.  The  first  one  generat- 
ed a  fair  share  of  worthwhile  inter- 
mediate-trend rallies  and  then  fin- 
ished, in  May  1970,  with  an  old-fash- 
ioned five- week  panic.  The  second 
major  downtrend  developed  only  one 
decent  intermediate  uptrend;  since 
then  and  until  early  last  July  there 
were  only  poor  minor-trend  rallies 
lasting  but  a  few  trading  days. 

Yet  last  spring  it  became  quite  clear 
that  the  stock  market  was  gaining  im- 
pressive technical  strength,  mainly 
due  to  massive  accumulations  of  side- 
lined buying-power  potentials.  How- 
ever, this  buildup  still  seems  to  fall  a 
bit  short  of  the  dramatic  dimensions 
associated  with  earlier  major-trend 
lows.  This  may  have  made  many  ob- 
servers reluctant  to  anticipate  an  early 
end  to  the  bear  market,  preferring  to 
wait  for  another  long  wave  of  panicky 
selling  as  the  "obvious"  direct  prelude 
to  a  major  upturn. 

Buy  Opportunities 

But  I  wonder  whether  such  a  wave 
should  be  expected  to  materialize  in 
the  fifth  year  of  a  bear  market  that 
has  no  modern  precedent  and  looks 
as  "sold  out"  as  this  one.  Note  that, 
despite  recurrent  general  price  weak- 
ness, the  number  of  daily  new  1973 
lows  on  the  NYSE  and  ASE  shrank 
steadily  from  last  May's  peak  all 
through  June  and  again  in  August. 
Note  also  that  the  VL  composite 
staged  a  better  percentage  rally  in 
July  than  the  Dow  or  the  S&PI  and 
by  late  last  month  had  refused  to 
"confirm"  the  latter  averages'  new 
lows  for  the  year. 

Given  the  prevalence  of  extraordi- 
narily low  valuations,  I  suspect  this 
means  the  second  major  downtrend 
may  already  have  posted  a  rela- 
tively inconspicuous,  but  likely  final, 
"secondary  low"  for  this  bear  market, 
the  "primary  low"  having  been  set  by 
the  first  major  downtrend  under  typi- 
cal panic  conditions  in  May  1970, 
only  about  10%  above  the  VL  compos- 
ite's July  1973  low.  Such  secondary- 
low  endings  are  far  from  uncommon 
on  a  smaller  time  scale  in  the  price 
declines  of  individual  stocks  and  of 
the  more  familiar  averages.  Char- 
acteristically, they  reflect  lack  of  de- 
mand more  than  pressure  to  sell,  and 
they  have  often  proved  to  be  nearly 
ideal  buying  opportunities.   ■ 


Vblue  Line 

INTRODUCTORY  TRIAL 

only  $29. 

(Next  3  months  full  page  reports,  weekly,  on  1550  stocks  plus 

past  3  months  reports  already  bound  and  indexed  in  two  strong 

binders  which  become  your  property.) 

Available  only  to  those  who  have  not  had  a  subscription 

at  any  time  in  the  past  two  years. 

Orders  must  be  sent  in  under  company  stationery  or 

accompanied  by  check  ($29  for  13  week  trial, 

$  224  for  annual  subscription.) 

Arnold  Bernhard  &  Co.,  Inc. 

Dept.  16K15 
5  East  44th  St.,  New  York,  N.Y.  10017 

This  subscription  will  not 
be  assigned. 


INVESTIGATE  THE 


Established 
1950 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


B         T    Qnuia 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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Good  original  art 
a  beautiful  investment  17 
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Chang  Young  "The  Young  People" 


Rare  original  lithographs  &  etchings  signed  by 
Boulanger,  Calder,  Chagall,  Dall,  Kimura,  Vasarely, 
Young  and  other  important  artists  can  be  yours  ex- 
clusively. Send  today  for  free  color  brochure. 

Original 

print  coliecton 

groups  Ltd. 

Dept    F2,  501  Fifth  Avenue,  New  York,  N.Y.  10017. 


For  people 

who  have  a  thing 

about:  golf 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
/        (305)  821-1150. 
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Miami  Lakes  Inn 
&  Country  Club 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  S.E.C.    INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME 

TAXABLE  AS 
CAPITAL  GAINS 

SEPTEMBER   1973   SELLING   PRICES 

1964   GRAIN    $1.45   per  gallon 

1963  GRAIN    1.50  per  gallon 

1962   GRAIN    2.31    per  gallon 

1961   GRAIN    4.11   per  gallon 

NEW  MacDUFF  MALT    .  2.98   per  gallon 

Other  nnalts,  ages,  prices  available.  (Prices 
subject  to  change  without  notice.) 
This  commodity  staple  Is  traded  in  dollars, 
sterling  or  other  currencies— minimum  $2400. 

Ptetue  tend  for  Protpectin—Includet  comprthentive 
18  yr,  -price  hittory. 

(Wherever  you  purchased  your  whisky,  we 
have  buyers  for  parcels  of  malt  over  500 
gal.  or  grain  over  1,000  gal.  Write  for  prices.) 

ACCRUED  EQUITIES,  Inc. 

(Since  1954) 

Writ*  F.  B.  Scho«n«vald 

122  E.  42nd  St.,  N.Y.,  N.Y.  10017  (212)  MO  1-3595 


Wa//  Street 
View 


/s  There  Magic 
In  Growth  Rates? 


By  Robert  Stovall 


It  pleasures  my  mind  to  work  with 
investment  evaluation  theories.  Read- 
ers of  the  column  know  that  over  the 
last  few  years  a  greater  flair  has  been 
displayed  for  creating  strategies  than 
for  producing  performance:  Stocks 
selling  at  more  than  a  50%  discount 
from  their  1972  highs,  stocks  with 
current  dividend  yields  in  excess  of 
their  price/ earnings  ratios,  stocks  at 
the  lowest  P/Es  since  1953,  stocks 
selling  at  prices  so  low  that  they  can 
be  termed  "perpetual  options,"  and 
the  like. 

I  have  a  new  one.  The  distortions 
in  traditional  evaluation  have  created 
an  unusual  phenomenon  in  the  rela- 
tionship of  growth  rates  to  price/ 
earnings  ratios.  In  normal  times,  when 
a  company  sells  on  a  price/ earnings 
ratio  lower  than  its  five-year  annual 
growth  rate,  it  is  a  warning  signal. 
Sta';istical  screens  are  set  up  by  pro- 
fessional investors  as  a  defense  mech- 
anism, the  basic  question  being— as 
with  the  case  of  a  super-high  dividend 
yield— that  something  must  be  wrong 
or  this  aberration  would  not  occur. 

But  in  a  recent  check  of  every  stock 
listed  on  the  New  York  St(x;k  Ex- 
change, 462  were  available  at  this 
discount.  Over  150  companies  cur- 
rently have  five-year  growth  rates 
double  their  recent  P/E  ratios.  As 
with  most  statistics,  growth  rates  of 
prior  years  attest  to  what  is  history, 
not  to  what  the  investor  may  anici- 
pate.  We  know  that  institutions  are 
willing  to  pay  at  least  30  times  earn- 
ings for  uninterrupted  future  growth 

Mr.  Stovall  Is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


compounding  at  15%  annually,  but 
that  requires  a  high  degree  of  good 
judgment.  Looking  over  the  group  of 
NYSE  stocks  mentioned  above,  one 
finds  a  number  of  interesting  compa- 
nies. Twelve  of  these  companies,  with 
growth  rates  more  than  twice  their 
P/Es,  are  listed  in  the  table  below. 

A  good  story  can  be  developed 
about  all  12  of  these  companies  but 
space  is  limited.  Using  the  A  to  Z 
approach,  American  Broadcasting  has 
significantly  improved  its  competitive 
standing  among  the  three  television 
networks.  The  company's  five  TV  sta- 
tions, 14  radio  stations  and  movie 
theatre  operations  are  a  stable  source 
of  earnings  and  cash  flow.  Realizing 
substantially  higher  network  revenues 
this  year,  estimated  1973  earnings  are 
$2.70  per  share,  compared  with  $2.06 
in  1972.  Further  gains  are  likely  in 
1974.  Having  removed  itself  from 
the  unprofitable  movie  production 
field,  American  Broadcasting,  on  its 
most  recent  balance  sheet,  showed  a 
strong  financial  position,  and  cash 
flow  was  well  in  excess  of  current  op- 
erating needs,  suggesting  the  possi- 
bility of  a  new  aggressive  acquisi- 
tion policy. 

Tjipata  is  a  company  which  com- 
bines a  remarkable  cash  position  with 
involvement  in  three  industries  whose 
products  or  services  are  currently  in 
short  supply:  energy,  food  and 
copper.  In  July  Zapata  sold  its  ship- 
ping subsidiary  for  $208  million  in 
cash  and  notes.  Adjusted  for  possible 
taxes,  this  works  out  to  over  $25  per 
Zapata  share  fully  diluted,  or  more 
than  the  current  market  price  prevail- 


NYSE-listed  stocks  with  latest  12-month  price/earnings  ratios  less  than  Va  average 
annual  connpound  growth  rates  in  earnings  per  share  for  the  last  five  fiscal  years. 


5-yearAnnual     Recent 
Growth  Rate     P/E  ratio 


American  Broadcasting    24%  10.1  X 

American  Motors               37  5.4 

Archer-Daniels                   37  15.3 

Communications  Satellite  41  18.7 

Deere                                  28  11.7 

Fairchild  Camera               48  16.2 


5-yearAnnual     Recent 
Growth  Rate     P/E  ratio 


Florida  Gas 
INA  Corp. 

International  Minerals 
Outboard  Marine 
Storer  Broadcasting 
Zapata 


13%      6.4  X 
27  8.6 

48  15.7 
19  8.1 
27  8.5 

13  6.5 
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Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  capital  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must  be 
kept  working  continually  to  achieve  your 
goals. 

Yet  you  may  feel  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  64 
countries  have  turned  to  The  Danforth  Asso- 
ciates Investment  Management.  It  has,  we 
believe,  proved  especially  efficient  in  provid- 
ing continuing  capital  growth  supervision  for 
Portfolios  starting  with  from  $5,000  to 
50,000  —  on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 15-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.A-47 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  oaiSi 

Investment  Management    .    Incorporated  1936 


THIS  SPACE  CONTRIBUTED  BT  THE  PUBLISHER 
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FOR 
DADDIES 

Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should.^ 

Th^-  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  I  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
afraid.  It's  what  you  don't  know 
that  can  hurt  you. 

f AMERICAN  CANCER  SOCIETY 


ing  for  the  v^^hole  company.  The  com- 
pany's commercial  fishing,  fishmeal 
marketing,  offshore  drilling,  marine 
services,  construction,  real  estate, 
coal  mining  and  copper  mining,  along 
with  earned  interest,  are  expected  to 
produce  earnings  per  share  of  about 
$4  in  fiscal  1973  (which  ends  this 
month),  and  perhaps  in  fiscal  1974 
as  well.  After  all,  the  incoming  cash 
can  be  invested  in  certificates  of  de- 
posit currently  at  11%.  Zapata  does 
not  pay  a  cash  dividend  at  this  point, 
but  it  seems  like  a  very  interesting 
exercise  in  relative  undervaluation 
as  well  as  a  possible  target  for  take- 
over bids. 

Burning  Red 

This  past  winter  (Forbes,  Mar. 
15)  I  updated  the  advice  being 
signalled  by  the  GM  Bellwether.  My 
favorite  stock  market  indicator  went 
from  all  clear  to  a  caution  signal  over 
13  months  ago  (Aug.  7,  1972).  It 
remained  in  the  sell  posture  until,  on 
Feb.  20,  1973,  General  Motors  was 
finally  able  to  go  through  four  months 
without  selling  lower  than  73}8  (the 
lowest  price  touched  following  the 
Aug.  7  closing  price  of  78/2,  from 
which  the  measuring  begins  in  the 
current  down  cycle) . 

Normally,  the  Feb.  20  price  of  75^2 
would  have  been  the  measuring  point 
for  a  new,  reversing  "buy"  cycle.  I 
was  ambivalent  last  winter  because 
the  Oct.  17/Feb.  17  period  contained 
clusters  of  oflBcial  holidays  as  well  as 
two  days  during  which  the  securities 
markets  were  closed  for  the  burials  of 
ex-Presidents  Truman  and  Johnson. 
The  standard  four  month  waiting  pe- 
riod was  subjectively  extended  by  a 
few  days— especially  so  because  on 
Monday,  Feb.  26,  1973  GM  broke 
below  73J8,  touching  72?8  that  day. 
The  passage  of  time  shows  that  it 
was  prudent  to  have  adopted  the 
latter  alternative,  because  General 
Motors  has  seen  more  downs  and  ups 
since  February,  and  the  stock  made 
its  low  of  the  year  to  date  at  60?8  on 
Aug.  21, 1973. 

Pure  Bellwetherists  must  interpret 
the  statistics  as  meaning  that  General 
Motors  has  been  in  a  sell  posture  since 
Aug.  7,  1972  and  will  continue  flash- 
ing a  warning  sign  until  four  months 
from  the  lowest  low  measured  since. 
Four  months  from  Aug.  21,  1973 
brings  us  to  Dec.  21,  1973  as  the 
earliest  possible  day  when  we  can 
look  for  a  buy  signal.  Of  course  every 
time  General  Motors  sets  a  lower  low 
under  this  price  of  60?8  we  must  add 
ovir  four  more  months  on  to  the  wait. 
Let's  hope  that  doesn't  happen.  But 
my  optimistic  hopes  of  last  February 
were  short-lived,  so  the  precedent  is 
not  too  good  this  year.  ■ 
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NO  LOAD 
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COMMISSION 
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FEES 


a  no-load  mutual  fund 
founded  in  1955 


Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 


■  Energy  Fund  oept.  F 

I    120  Broadway,  N.Y.C.  10005  (212)  233-5900 
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A  NEW  LOW  RISK  OUTLET 

FOR  YOUR 

INVESTMENT  FUNDS 

If  stocks  and  bonds  have  not  proved 
rewarding  to  you  in  today's  uncertain 
economy,  take  advantage  of  this 
unique  opportunity.  An  investment  in 
rare  coins  offers  you  security  of  prin- 
cipal and  the  rewards  of  a  shrewd 
speculation.  The  coins  are  something 
tangible,  with  appeal  to  collectors  as 
well  as  precious  metals  value.  Mini- 
mum of  at  least  10%  return  is  pos- 
sible. Contact  us  for  complete  details. 

COIN  INVESTORS  CORP. 

85  Nottingham  Road 

Fair  Lawn,  New  Jersey  07410 

(201)  791-6135  Collect 


THE  TECHNICAL  REVIEW 

by  JOHN  W.  SCHULZ 

Courtesy  copy  available  from 
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ABRAHAM  &COJNC. 

Members  New  York  Stock  Exchange,  Inc. 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 
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Why  A  Recession 
Is  Bullish 


Once  again  confusion  and  near  de- 
pression dominate  the  major  stock 
markets  of  the  world.  The  Dow  Jones 
hit  yet  another  new  low.  At  the  same 
time  the  Amsterdam,  Frankfurt,  Lon- 
don, Paris  and  Tokyo  markets  are  at 
best  substantially  below  their  1973 
highs;  at  worst,  right  at  their  lows 
for  the  year.  Not  accidentally,  there's 
also  considerable  doubt  about  the 
economic  outlook  in  all  these  coun- 
tries for  1974  and  beyond.  Prophets 
of  doom,  drawing  parallels  to  the 
1930s,  abound. 

While  I  agree  that  there's  ample 
reason  for  caution,  I  have  been  in 
this  business  long  enough  to  have 
seen  stock  market  despair  on  a  similar 
scale  in  a  number  of  different  coun- 
tries many  times  before.  I  have  also 
learned  that  it  is  not  exactly  easy  to 
call  a  reversal  of  trends  as  pervasive 
as  the  current  bear  markets  around 
the  world. 

Joy  Will  Reign  Agaih 

Nevertheless,  the  temptation  is  once 
again  proving  to  be  irresistible  so 
here  is  another  excursion  into  proph- 
ecy on  a  somewhat  wider  scale:  I 
believe  that  some  three  to  six  months 
hence  most  of  Wall  Street's  current 
problems  will  be  largely  forgotten. 
The  Dow  Jones  should  be  well  over 
1000;  New  York  Stock  Exchange  vol- 
ume will  be  in  the  20-million  to  30- 
million-share-per-day  range;  Wall 
Street's  biggest  problem  children,  the 
brokers— be  they  market  makers,  re- 
search houses,  or  even  retailers— will 
issue  fat  monthly  earnings  reports. 
There  will  also  be  one  more  shortage 
to  bewail:  The  one  commodity  in 
great  oversupply  at  the  moment, 
namely,  security  analysts,  will  be  in 
short  supply.  In  brief,  exuberance 
will  once  again  prevail  on  Wall  Street. 
Moreover,  just  as  despair  had  spread 
from  New  York  to  most  of  the  bourses 
of  the  world,  so  optimism  will  spread. 

I  am  not  really  trying  to  be  funny, 
nor  do  I  make  a  habit  of  being  a 
Pollyanna,  but  quite  clearly,  I  am 
looking  at  a  crystal  ball  quite  dif- 
ferent from  that  of  most  of  my  fellow 

Mr.    Oechsle    is    a    vice    president   of   Arnhold    and 
S.  Bleichroeder,  Inc.,  investment  bankers. 


prognosticators.  To  put  my  prediction 
into  perspective,  this  is  how  I  see 
developments:  A  recession  in  the  U.S. 
will  be  quite  evident  before  the  end 
of  this  year.  The  same  will  be  true  in 
Germany.  Tight  money,  high  interest 
rates  and  the  self-defeating  aspects  of 
the  unsustainable  boom  of  the  past 
six  months  will  be  chief  factors. 

Recessions  make  waves  as  booms 
and  inflation  do.  The  U.S.  has  been 
singularly  successful  in  exporting  in- 
flation. "The  odds  are  it  will  do  just 
as  well  with  recession.  The  recession- 
ary waves  emanating  from  both  the 
U.S.  and  Germany  will  have  their  im- 
pact on  the  rest  of  Europe  and  be- 
come self -reinforcing.  Japan,  continu- 
ing to  be  in  a  somewhat  unique  posi- 
tion, wfll  be  hit  by  the  wave  some- 
what later,  but  probably  it  too  will 
be  hit  just  as  hard.  A  worldwide  re- 
cession would,  at  first  sight,  appear 
to  be  a  highly  unlikely  precursor  to 
a  worldwide  bull  market.  But,  there 
are  some  caveats. 

When  I  predict  recessions  around 
the  world,  I  mean  a  marked  slow- 
down in  the  economic  growth  rate, 
not  an  actual  decline  of  economic 
activity.  I  do  not  at  all  go  along  with 
the  prophets  of  doom  who  are  pre- 
dicting a  collapse  of  the  entire  West- 
ern economic  system.  Of  course,  there 
have  been  very  few  real  recessions  in 
the  past  20  years,  yet  even  mild  fluc- 
tuations in  economic  activity  have 
been  accompanied  by  sharp  ups  and 
downs  in  stock  markets. 

What's  Ahead? 

Assuming,  then,  that  my  scenario 
for  a  relatively  mild  worldwide  re- 
cession, starting  first  in  the  U.S.  and 
Germany  and  then  spreading  to  other 
countries,  is  correct,  what  are  the  im- 
plications for  stock  markets? 

Some  of  my  readers  may  recall  the 
analogy  I  drew  in  a  column  about  a 
year  ago  between  following  the  de- 
velopments of  various  stock  markets 
and  following  the  progress  of  a  one- 
mile  run  with  ten  participants  and  a 
staggered  start.  Well,  a  year  ago  I 
felt  that  the  British  and  U.S.  mar- 
kets were  closest  to  the  finish  line, 
whereas    Japan,    Germany    and    Hol- 


land, in  that  order,  would  have  the 
furthest  to  go.  Italy,  over  which  there 
was  some  doubt  as  to  whether  it 
would  be  in  the  race  at  all,  joined 
the  fray  in  the  last  lap.  It  proved  to 
be  a  rabbit  and  soon  ran  out  of 
steam.  Other  worldwide  stock  mar- 
ket developments  over  the  past  year 
have  been  pretty  much  in  line  with 
my  prediction. 

^  But  now  we  are  about  to  take  off 
on  a  new  race.  In  other  words,  the 
bear  markets  have  pretty  much  run 
their  course.  Again,  I  reiterate  my 
awareness  of  the  hazards  involved  in 
calling  a  major  turn.  Still,  I  would 
expect  the  U.S.  stock  market  to  get 
oft  the  starting  block  first,  followed 
closely  by  England  and  Germany, 
then  Holland,  France  and  Japan. 
While  the  last  bull  markets  in  the 
various  countries  from  1971-72  were 
rather  short-fived,  with  some  of  the 
runners  dropping  out  in  the  second  or 
third  lap,  I  expect  the  next  race  to 
be  run  at  a  more  sustainable  speed 
all  along.  Quite  obviously,  I  also  be- 
lieve that  a  truly  international  ap- 
proach to  investment— because  of  the 
numerous  worldwide  economic  cross- 
currents—is more  warranted  today 
than  ever  before. 

Odds  on  a  Mild  Recess/on 

I'm  certainly  aware  that  my  eco- 
nomic prediction  could  be  wrong  on 
at  least  two  counts:  One,  no  reces- 
sions will  materialize;  two,  the  reces- 
sions will  be  much  more  severe  than 
I  now  foresee.  Ironically,  it  would  be 
more  bullish  for  stock  markets  if  I 
were  wrong  in  the  second  instance, 
because  if  we  had  no  recessions  we 
would  continue  to  struggle  on  and  on 
against  inflation.  Looking  at  the  his- 
torical record,  stock  markets  have 
done  much  better  coping  with  reces- 
sions than  with  inflation.  I  expect  them 
to  maintain  their  track  record  under 
current  circumstances. 

What  are  the  odds  for  my  scenarios 
I,  II  or  III  to  develop?  I'm  clearly 
assigning  the  greatest  probability  to 
number  I,  my  overall  optimistic  out- 
look. I  give  less  than  a  50/50  chance 
to  scenarios  II  (no  recession)  and 
III  (.severe  recession)  combined.  Ei- 
ther a  mild  recession  (scenario  I)  or 
a  more  .severe  one  (.scenario  III) 
would— in  my  view— be  bullish  for  the 
stock  markets  around  the  world.  Iron- 
ically, the  only  thing  that  could  spoil 
the  story  would  be  if  the  boom  con- 
tinued uninterrupted. 

The  odds  for  making  money,  from 
current  levels,  are  overwhelmingly 
favorable.  Moreover,  this  holds  true 
almost  universally,  whether  yon  look 
at  stock  markets  in  New  York,  London, 
Frankfurt  and— somewhat  later— even 
in  Tokyo.    ■ 
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Readers  Say 


(Continued  from  page  26) 

country/With  its  headlight  on  be- 
hind." Wheat  was  sold  to  the  Russians 
at  the  then  market  price.  To  say  they 
would  have  paid  more  is  debatable. 
It  was  for  sale  at  that  price  and  the 
price  would  not  have  gone  up  if  we 
had  not  sold  the  wheat.  We  would 
have  been  left  with  millions  of  bushels 
of  grain  in  storage— spoiling  and  pay- 
ing storage  for  it.  The  Russians  are 
now  paying  much  higher  prices  than 
last  year,  so  it  averages  out. 

— J.W.  De  Cessna 
Columbus,  Ohio 

How's  that  for  logic?— MSF. 

A  Quick  Rollback 

Sir:  In  the  1973  Forbes  Mutual 
Fund  Survey,  the  annual  expenses  per 
$100  for  John  Hancock  Investors  is 
incorrectly  stated  as  $2.90  per  $100 
of  assets.  Our  actual  expenses  for  fis- 
cal 1972  (excluding  taxes)  were  55 
cents  per  $100.  This  error  was  made 
by  one  of  our  employees  in  reporting 
the  figure  to  you. 

— R.  Bruce  Oliver 

Vice  President  (Administration) 

and  Secretary, 

John  Hancock  Investors,  Inc. 

Boston,  Mass. 

Unloaded  the  Load 

Sir:  In  your  New  Funds  section, 
you  incorrectly  carried  the  four  mu- 
tual funds  managed  by  the  Forum 
Corp.  of  Denver  as  load  funds.  In  Oc- 
tober 1972,  our  four  funds,  100,  101, 
Columbine  and  25  funds,  were 
changed  to  no-load  status. 

—John  I.  Dickerson 

President, 

The  Forum  Corp. 

Denver,  Colo. 

Category  Unchanged 

Sir:  You  omitted  the  Performance 
Ratings  and  the  11-year  average  An- 
nual Growth  Rate  for  Decatur  In- 
come Fund.  Your  reason,  as  given  in 
the  footnotes,  was  a  "changed  invest- 
ment policy."  This  is  [untrue]. 

—Richard  J.  Vesely 

Marketing  Vice  President, 

Delaware  Management  Co.,  Inc. 

Philadelphia,  Pa. 

• 

We  misinterpreted  the  question- 
naire submitted  by  the  fund.  Decatur 
Income  Fund  continues  to  be  a  stock 
fund.  As  a  stock  fund,  it  would  have 
ranked  "D"  in  Up  markets;  "B"  in 
Down  markets.  Its  11-year  growth 
rate  was  5.2%.— Ed. 


The  Hoh  Investment  Advisory  looks  af ... 

GOLD  STOCKS- 
WHICH  WAY  NOW? 

With  the  price  of  gold  having  retreated  sharply  from  its  recent  high  of  $127 
per  ounce,  many  investors  are  naturally  wondering— 

IF  the  1973  "gold  rush"  is  over- and  whether  now  is  the  time  to  take  profits 
in  such  shares. 

OR  if  the  fact  that  gold  stocks  have  declined  so  much  lately  has  made  them 
particularly  attractive  for  purchase  again. 

Two-Part  Analysis 

In  a  recent  issue,  The  Holt  Advisory  evaluates  the  price  of  gold  and  gives 
its  opmion  on  these  key  questions: 

■  What  are  the  reasons  for  the  recent  sharp  fluctuations  in  the  price  of  gold? 

■  Has  the  underlying  uptrend  of  gold  share  prices  finally  been  arrested  or 
reversed? 

■  Is  now  the  time  to  sell  — hold  — or  buy  shares  of  gold  mining  companies? 

Pinpointing  the  Leading  Factors 

Then,  in  an  in-depth  study  currently  being  published,  the  Holt  Advisory 
will  examine  such  important  factors  as  the  renewed  strength  of  the  dollar 
abroad  ...  the  possible  role  of  gold  vis-A-vis  SDK's  in  the  new  monetary 
system  currently  being  hammered  out .  . .  the  prospect  of  central  banks  selling 
their  gold  holdings  .  .  .  and  the  relationship  of  recent  high  interest  rates  to 
the  price  of  gold. 

If  you  are  now  holding  or  considering  gold  stocks,  we  think  you  at  least  owe 
It  to  yourself  to  read  and  reread  this  two-part  study.  You'll  find  Holt's  com- 
mon sense  analysis  of  the  complex  international  monetary  developments  not 
only  refreshingly  logical  and  easy  to  understand,  but  also  timely,  penetrating, 
and  thought-provoking. 

Guest  Subscription  Offer 

You  can  receive  immediately  a  copy  of  the  first-part  of  this  study  as  a  bonus 
with  a  2-month  Trial  Subscription  to  The  Holt  Investment  Advisory  for  $10 
(regular  rate  $24).  By  mailing  your  order  today,  you  will  receive  part  two  as 
a  feature  article  m  your  first  regular  issue  in  early  September.  Use  the 
pon  today. 


i 


cou- 


T.  J.  HOLT  &  COMPANY,  INC. 

277  Park  Avenue,  New  York,  N.Y.  10017 


Address. 


Please  send  me  both  Name- 
parts  of  Holt's  study 
on  Gold  —  as  a  bonus 
-with  my  2-month 
subscription  to  The 
Holt  Investment  Ad- 
visory. My  $10  is 
enclosed.  State. 


^ 


City. 


.Zip. 


Your  subscription  cannot  be  assigned  without  your  consent. 
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■    Growth  Industry  Shares,  Inc.  Rm.  2903  B 
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UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  26  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
October  1,  1973  to  share- 
holders of  record  at  the  close 
of  business  September  5, 
1973. 

R.  E.  FONVILLE 

Dallas,  Texas 
August  17,  1973. 


Principal  Subsidiaries 

Dollas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


Your  Fair  Share 
Shows  You  Care 
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Thoughts  . . .  Business  of  Life 


With  intellectuals,  moral  thought 
is  often  less  a  tonic 
that  quickens  ethical  action 
than  a  narcotic  that  deadens  it. 
Louis  Kron'enberger 


The  longer  we  dwell  on  our 
misfortunes,  the  greater  is  their 
power  to  harm  us. 

VOLTAIBE 


No  young  man  is  educated 
if  he  comes  out  of  college 
\^ith  the  cheap  and  false  values 
of  the  common  man. 
H.  L.  Mencken 


A  rather  important 
contemporar>'  problem:  too  many 
unintelligent  intellectuals. 
Walter  Hovinc 


Man  being  made  a  reasonable, 
and  so  a  thinking  creature, 
there  is  nothing  more  worthy  of 
his  being,  than  the  right 
direction  and  employment  of  his 
thoughts;  since  upon  this 
depends  both  his  usefulness 
to  the  public,  and  his  own 
present  and  future  benefit 
in  all  respects. 
William  Penn 


Keep  the   gold  and 
but  give  us  wisdom. 
Arabian  Proverb 


keep   the   sil\er. 


Whatever  your  grade 
or  position,  if  you  know 
how  and  when  to  speak, 
and  when  to  remain  silent, 
your  chances  of  real  success 
are  proportionately  increased. 
Ralph  C.  Smedley 


They  know  enough 
who  know  how  to  learn. 
Henry  Adams 


Trifles  make  up  the  happiness 
or  the  misery  of  mortal  life. 
Alexander  SNnxH 


There  is  no  reward  for  finding  fault. 
Arnold  Glasow 


Promotion  awaits  the  employee 

who  radiates  cheerfulness, 

not  the  employee  who  spreads  gloom 

and  dissatisfaction. 

Doctors  tell  us  that  cheerfulness 

is  an  invaluable  aid  to  health. 

Cheerfulness  is  also  an 

invaluable  aid  to  promotion. 

B.C.  Forbes 


As  long  as  the  day  lasts, 
let's  give  it  all  we  got. 
David  O.  McKay 


Life  is  made  up  of  sobs, 
sniffles  and  smiles, 
with  sniffles  predominating. 
O.  Henry 


All  laughter  is  a  muscular 
rigidity  spasmodically  relieved 
by  involuntary  twitching. 
Robert  Benchley 


The  direction  in  which  education 
starts  a  man  will  determine 
his  future  life. 
Plato 


I  believe  in  courtesy, 
the  ritual  by  which  we  avoid 
hurting  other  people's  feelings 
by  satisfying  our  own  egos. 
Kenneth  Clark 


Who  can  refute  a  sneer? 
William  Paley 


Autumn  is  the  American  season. 
In  Europe  the  leaves  turn  yellow 
or  brown,  and  fall. 
Here  they  take  fire  on  the  trees 
and  hang  there  flaming. 
Life,  too,  we  think,  is  capable 
of  taking  fire  in  this  country; 
of  creating  beauty  never  seen. 
Archibald  MacLeish 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to.  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


There  is  no  teaching 

until  the  pupil  is  brought  into 

the  same  state  or  principle 

in  which  you  are; 

a  transfusion  takes  place; 

he  is  you  and  you  are  he; 

then  is  a  teaching, 

and  by  no  unfriendly  chance  or 

bad  company  can  he  ever 

quite  lose  the  benefit. 

Ralph  Waldo  Emerson 


A  Text... 


Sent  in  by  C.  G.  Muendlein,  Baltimore, 
Md.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Fathers,  provoke  not  your  children  to 
anger,  lest  they  he  discotiragcd. 
Colossi ANs  3:21 
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collision 
axoidancc  radar 


electronic  liicl  control 


automatic 
speed  control 
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S/>nic  cliiNcrs  w ill  always  he 
better  than  others.  But  thanks  to 
acUaneesineleetronie  teehnoioiiv 
(///dri\eis  will  be  better  some 
(lay  beeause  their  autos  w  ill  ha\e 
built-in  reflexes. 

Dri\ers  will  ha\e  elect ronie 
cle\  iees  to  eonti\>l  skidding, 
sense  highwax  hazards.  pi-o\ itie 
radar-aeeinae\  speedi>nielers. 
orexen  adjust  windshield  wipers 
and  defrosters  [o  the  actual 
weather  eondiiiiMis.  All  auto- 
mat iealK. 

Electronie  imprcnement  o\  the 
automobile  is  almost  limitless. 
h  is  estimated  that  by  l*-)(S()auto 
manufacturers  ma\  be  spend ini: 
as  mueh  on  solid  stale  electronie 
systems  as  on  the  engine  in  e\cr\ 
ear  they  make.  l-.\en  so.  in  the  lonu 
run.  electronic  solutions  to 
automotixe  problems  are  exivcted 
to  lower  the  cost  o\  runniniz  a  car. 
Todav  RCA  pro\  ides  the  auto 
industiN  with  components  for 
the  new  eleetix>nic  iiznition  s\s- 
tems.Tomi>rr(n\.  we  will  |-)i-o\idc 
a  \ariet\  of  othci  adxances 
such  as  eleetronic  de\  ices  to  re- 
place ineffieient  mechanical 
met  hods  of  fuel  mixture,  which 
will  cut  eneiiZN  consum|")iion 
and  aid  in  emission  ctMilrol. 

Idectronics  is  creatinii  inge- 
nious new  wa\s  to  enhanee  life. 
And  RCA,  w hich  hel|vtl  cieaie 
the  lechnoloLiy  itself,  is  still 
pioneeriniz  the  electronic  wa\. 

1  he  electronic  wa\ 
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Most  things  are  worth  about  what  they  cost 

-especially  futures 


You're  here  today  (and  able  to  read  this  page)  because  some  ancestor 
of  yours  worked  hard  enough  to  give  you  an  education. 

You  and  we  are  alive  and  free  because  tens  of  thousands  of  young 
men  fought  and  died  when  we  were  Colonies,  and  in  Europe,  the  Pa- 
cific, Asia. 

We  enjoy  more  comforts  and  luxuries  than  any  other  people  on 
earth  because  countless  people  did  without  things,  saved  and  risked 
their  savings  in  businesses  which  grew  (because  they  gave  value)  into 
this  wonderful  American  productive  system. 

Our  life  today  is  what  others  in  our  past  paid  for  —  paid  by  hard 
work  and  thrift  and  sacrifice.  Isn't  it  our  turn  now? 


Versatile    G-660    Gradall®    excavator    removes    re- 
inforced concrete  on  an  expressway  improvement^ 
project. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


FRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


The  people  in  these  cars 
walked  away  from  these  crashes^ 

Their  cars  had  air  bags* 


68  mph  into  a 

parked  car.  Injury: 

broken  wrist  and 

J! nee  cap.  Lap  belt: 

not  in  use. 


20  mph  head-on 
collision.  Injury: 
none.  Lap  belt:  in  use. 


The  people  in  these  crashes  were 
in  cars  equipped  with  an  air  bag 
passive  restraint  system.  Inflatable 
bags  that  automatically  cushion 
driver  and  passenger  in  a  frontal- 
type  collision.  Inflating,  protecting, 
deflating  in  less  than  one-half  sec- 
ond. 

But  the  people  in  these  crashes 
were  lucky.  Extraordinarily  lucky. 

Because  there  are  only  1,800  air 
bag  equipped  cars  on  the  road  to- 
day. Used — in  a  program  of  on- 
road  testing  of  air  bag  reliability  — 
by  the  U.S.  Government,  Allstate 
and  several  other  major  companies. 

The  air  bag's  record  in  this  pro- 
gram has  been  most  impressive.  It 
has  never  failed,  in  a  real-life  crash, 
to  work  to  protect  the  occupants 
as  it  was  designed  to  do. 

In  over  35  million  miles  of  on- 
read  testing  has  the  air  bag  system 
ever  inadvertently  deployed?  Yes. 
Once. 

Once,  in  over  35  million  miles  of 
driving,  one  inadvertent  inflation 
of  the  air  bag  has  occurred.  {The 
result?  A  minor  hand  injury  to  the 
right  front  passenger.  However,  the 
driver  was  completely  unaffected 
and  stopped  the  car  without  inci- 
dent.) 

But  despite  its  impressive  record 
of  performance — including  a 
mounting  number  of  air  bag  sue- 


Sourcf:  St     f.ouifl  Post-l)i8pat*h    Photft  by  Scdlt  C    Dinf, 


35  mph  into  utility  pole.  Injury  to 
driver:  slight  nose  fracture.  Injury  to 
passenger:  sore  shoulder.  Lap  belts: 
not  present. 


cesses  like  the  ones  shown  here — 
the  protection  of  air  bags  is  still 
not  available  to  the  public. 

We  hope  this  situation  is  about 
to  change. 

Several  years  ago  a  Federal  regu- 
lation was  adopted  that  would  have 
required  some  kind  of  passive  re- 
straint system  in  all  1974  model 
cars.  Butthatdeadlinewascalled  off. 

Now  1976  is  the  target  year.  So 
the  debate  continues  over  what 
kind  of  passive  restraint  system 
should  be  used  in  cars  sold  to  the 
public.    (A  debate  that's  failed  to 


Source;  Pholo  courlt-sv 
of  KTTV.  L<i«  Angclus. 


produce  any  system  as  effective  as 
air  bags.) 

We  believe  after  years  of  air  bag 
laboratory  tests  and  over  35  mil- 
lion miles  of  successful  on-road  test- 
ing, the  time  for  debate  is  over. 

Today  air  bags  are  technologi- 
cally ready  to  be  installed  in  pro- 
duction-line cars. 

One  car  manufacturer.  General 
Motors,  has  announced  plans  to 
offer  air  bags  as  an  option  on  some 
50,000  1974  cars— Cadillacs,  Buicks 
and  Oldsmobiles.  We  hope  other 
companies  will  follow  their  example. 

There's  little  doubt  that  some  of 
the  people  in  the  crashes  shown 
here  would  have  been  badly  injured 
or  killed  if  they'd  been  driving  cars 
without  air  bags.  A  look  at  these 
l^hotographs  makes  that  clear. 

Each  year  thousands  of  people 
are  killed  in  automobiles.  Well  over 
a  million  more  are  seriously  injured, 
many  maimed  for  life.  How  many 
lives  might  be  saved,  how  many  in- 
juries {)revented,  if  air  bags  were 
available  to  every  new  car  buyer? 

The  air  bag  is  ready  for  America 
now.  And  America,  Allstate  be- 
lieves, is  ready  for  the  air  bag. 

For  detail-s  on  the  air  bap  and  its  record 
of  performance,  write  to  Director  of  Auto- 
motive Kngineering,  Allstate  Insurance 
Company,  Northbrook.  Illinois  fiOOfi'J. 


When'will  yours? 


/Illstate  I 
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MEET  A  GROUP  OT 
SCHEMING  INDUSTRIALISTS. 


They're  people  from  the  smaller 
towns  of  Georgia.  And  they  welcome 
new  business  with  inducements  like 
a  mayor  who  calls  you  by  name;  a 
doctor  when  you  need  him.  A  clean, 
uncrowded  environment;  progressive 
education;  conservative  government. 
Locations  near  cultural  and  sports 
centers.  Room  to  grow,  and  willing 
hands  to  help. 

In  Georgia,  we  establish  non- 
profit corporations  and  industrial 
authorities  to  erect  and  lease  build- 
ings for  new  business.  We  provide 
virtually  any  kind  of  financing,  give 
manufacturers  tax  exemptions  on 
new  equipment,  and  an  overall  tax 
structure  competitive  with  neigh- 
boring states.  Construction  costs  are 
14%  below  the  national  average,  and 
power  costs  are  among  the  lowest  in 
the  nation. 

Our  Quick  Start  Program  trains 
your  employees,  free,  in  skills  tailored 
to  your  business. 

In  the  transportation  and  distri- 
bution center  of  the  Southeast,  you'll 
be  served  by  500  motor  carriers,  the 
nation's  second  busiest  airport,  two 
major  rail  systems  and  two  deep- 
water  ports. 

You'll  also  be  served  by  the  astute 
industrialists  in  Georgia's  smaller 
towns  who  try  to  make  the  quality 
of  life  agreeable. 

For  you,  and  for  them. 

Mail  the  coupon  today  for  more 
detailed  information  on  the  industrial 
climate  in  Georgia's  smaller  towns. 

GEORGIA 

GOOD  FOR  BUSINESS.  GOOD  FOR  PEOPLE. 


Georgia  Department  of  Community  Development 
Industry  Division,  Dcpt.  FB-42 
Box  38097 
Atlanta.  Georgia  30334 

Please  send  me  information  on  Georgia's 

industrial  opportunities,  including 
the  "  1973  Industrial  Survey  of  Georgia." 


Name 


Company 


Address 


City 


ritle 


Slate 


Zip 
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When  to  sack  your  little  postage  meter. 


t  may  seem  odd  for  Pitney  Bowes  to  suggest  the  sack  for 
postage  meter  that  probably  has  the  Pitney  Bowes  name 
on  it.  But  the  fact  of  the  matter  is,  that  as  hard  working, 
as  reliable,  as  your  little  postage  meter  is,  it  may  be  too 
small  to  handle  your  growing  volume  of  mail. 
Your  postage  meter  was  designed  to  handle  one 
letter  at  a  time  which  was  fine  when  you  first  got  it 
and  your  business  was  small.  But  now  that  you've  grown, 
our  typewriters  are  turning  out  a  steady  stream  of  letters. 
And  all  these  letters  hit  the  mailroom  at  one  time- 
usually  at  5  o'clock  to  funnel  through  your  little 
postage  meter  one  by  one. 
That's  when  you  should  sack  your  little  postage 
meter  and  hire  a  Pitney  Bowes  5600  postage  meter. 
It  can  take  a  pile  of  letters  of  almost  any  size  and 
ht  and  automatically  feed,  seal,  print  postage,  cancel, 
postmark  and  stack  them  neatly  in  a  tray  ready  to  go 
out.  And  provide  moistened  meter  stamped  tape  for  pack- 
ages as  well.  And  even  keep  track  of  the  postage  used. 
And  while  it's  waiting  for  the  5  o'clock  rush,  the 
5600  can  do  such  jobs  as  automatically  signing  checks, 
imprinting  dates  on  incoming  mail.  Even  handling  UPS. 
As  for  your  little  postage  meter,  maybe  we  can  find 
a  nice  office  (not  so  busy  as  yours)  where  it  can  be  happier. 
For  more  information  write  Pitney  Bowes,  1780 
Pacific  Street,  Stamford,  Conn.  06904,  or  call  one  of  our 
190  offices  throughout  the  U.S.  and  Canada.  Postage 
Meters,  Mailing  Equipment,  Copiers,  Counters  and  Im- 
printers, Addresser  Printers,  Labeling  and 
Marking  Systems. 


=|p  Pitney  Bowes 


Because  business  travels 
at  the  speed  of  paper. 


Attention  Fleet  Buyers! 


Mercury  Montego  For  1974! 


Montego  MX  Brougham  with  optional 
Custom  Trim,  radio,  remote  control  mirror, 
opera  windows,  white  sidewall  tires 
and  bumper  protection  group. 


The  personal-size  car  with  luxurious 
ride  and  new  luxury  interior.  Backed 
by  our  Guaranteed  Value  Plan. 


Our  Guaranteed  Value  Plan  is  for  fleet  accounts 
purchasing  ten  or  more  vehicles  in  the  current  or 
preceding  period.  An  exclusive  from  Lincoln- 
Mercury,  the  Guaranteed  Value  Plan  protects  the 
original  purchaser  against  losses  from  unexpected 
drops  in  the  overall  level  of  used  car  prices. 

By  specifying  a  guaranteed  wholesale  value  equal 
to  or  greater  than  the  Automotive  Market  Report 
published  wholesale  value  for  the  quarter  and 
zone  in  which  your  car  is  removed  from  service. 
Guaranteed  Value  Plan  gives  you  an  exact  basis 
for  estimating  depreciation.  Otherwise,  GVP  will 
pay  you  the  difference. 

Behind  such  a  unique  plan  are  sound  products — 
our  new  Mercury  product  offerings  for  1 974.  One 
beautiful  example:  the  Mercury  Montego  MX 


Brougham.  A  smooth -riding  personal -size  car 
with  one  of  the  widest  stances  in  its  class  and  the 
same  type  suspension  system  as  on  our  most 
expensive  luxury  car,  Montego  for  '74  offers  on 
the  inside  an  exceptional  degree  of  luxury  for 
fleet  buyers  to  consider. 

If  you  would  like  to  know  more  about  our 
Guaranteed  Value  Plan,  write  Lincoln-Mercury 
Division,  Leasing  &  Fleet  Sales,  3000  Schaefer 
Road,  Dearborn,  Michigan  48121. 


Lincoln-Mercury  Division 
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An  Idea  Whose  Time  Has  Come 

The  random-walk  theory  of  stock  prices— the  dart-board  theory— has  been 
around  50  years  or  more,  but  only  the  academics  took  it  seriously.  Random 
walk  says  stock  prices  are  unpredictable,  that  a  dart  thrower  is  just  as  good 
at  picking  stocks  as  is  a  Harvard  MBA.  In  the  Sixties,  random  walk's  time 
had  not  yet  come.  Most  people  still  believed  there  were  wizards  in  Wall 
Street. 

Now  random  walk's  time  has  come.  The  hypothesis  which  prevails  at  any 
given  period  is  normally  the  one  which  best  fits  the  facts  of  the  immedi- 
ate times.  What  theory  could  better  fit  the  past  year  than  one  which 
says  that  both  fundamental  and  technical  analysis  are  fairy  tales,  for 
amusement  only? 

Hence  our  cover  story  in  this  issue  (p.  28).  It  was  immediately  inspired 
by  a  youngish  Princeton  professor.  Burton  Malkiel,  who  has  just  published 
A  Random  Walk  Down  Wall  Street  (W.W.  Norton).  Not  more  than  half 
a  dozen  really  good  books  about  investing  have  been  written  in  the  past  50 
years.  This  one  may  well  belong  in  the  classics  category;  it  is  brightly  writ- 
ten, and  its  timing  almost  perfect. 
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In  this  issue  we  interview  the  author  and  contrast  his  views  with  those 
of  another  top  random  walker,  James  Lorie.  And  we  describe— with  our 
tongue  partly,  but  only  partly,  in  our  cheek— Forbes'  own  experiment  with 
dart-board  investing. 

Do  we  at  Forbes  subscribe  to  random  walk?  We'll  duck  that  question,  but 
note  that  we  do  treat  some  aspects  of  the  theory  with  skepticism  and  we 
question  Malkiel's  consistency.  But  this  we  do  like  about  Malkiel's  random 
walk:  It  abolishes  the  high  priests.  It  says  that  a  dart  board  is  as  good  as 
a  slide  rule  for  picking  stocks.  Not  because  the  dart 
board  has  any  prescience— it 
doesn't— but  because  a 
slide  rule  or  a  computer 
doesn't  either.  Mal- 
kiel thus  restores  the  stock  market 

to  the  intelligent  private  investor— to  the  well-informed  in- 
dividual with  a  long-range  point  of  view,  a  scorn  for  tips 
and  a  cool  head.  Experience  shows  that  such  people  do  make  money  in  the 
stock  market  over  the  long  run.  Random  walk  helps  explain  why. 


During  the  go-go  years,  of  course,  the  individual  investor  was  considered 
a  pitiable  object,  fit  only  to  turn  his  affairs  over  to  one  of  the  anointed.  John 
Brooks,  the  New  Yorkers  chronicler  of  business,  has  just  written  a  book 
about  that  period,  The  Go-Go  Years  (Weybright  &  Talley).  Brooks  is  a 
social  historian,  not  a  stock  market  theorist.  But  he  has  the  very  rare  knack 
of  being  entertaining  and  authentic  at  the  same  time.  He  tells  a  story 
but  tells  it  to  instruct.  He  gently  reduces  to  life  size  both  the  financial  heroes 
and  the  financial  villains.  Most  were,  he  suggests,  driven  men  who  only 
dimly  understood  what  was  happening.  They  tended  to  think  they  were 
in  charge;  in  fact,  events  were  in  charge.  So,  without  ever  using  the  term. 
Brooks  is  a  kind  of  random  walker  himself. 

You  could  learn  more  about  investing  from  these  two  books  than  you 
ever  could  from  poring  through  financial  statements.   ■ 
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WKy  Dallas? 

Because  Dallas  is  among  the  top  three  cities  nationally 
in  terms  of  million-dollar  companies  with  headquarters 
here... only  New  York  and  Chicago  claim  more. 

And  later  this  year  the  world's  largest  airport  will 
begin  operation.  Enabling  the  Southwest  Metroplex 
eventually  to  handle  as  much  cargo  as  any  seaport 
in  the  world. 

As  a  financial  center,  Dallas  is  the  busiest 
intersection  of  cash  flow  in  the  Southwest.  Last  year's 
bank  debits  exceeded  the  Southwest's  second-place 
city  by  over  $  1 3  billion.  And  the  Dallas  Post  Office, 
vitally  important  in  a  cash  management  system,  ranks 
first  nationally  in  productivity  per  distribution  hour. 
Why  the  $3  Billion  First  National  Bank  in  Dallas? 
Regional  banking  services  are  the  First's  specialty.  And 
we're  currently  providing  them  for  over  70  of  Fortune 
Magazine's  100  largest  corporations.  Satisfying  their 
regional  needs  by  doing  what  we  do  best  — cash 
management. 

With  seven-day-a-week  postal  courier  collections 
and  lock  box  processing... 'round  the  clock  on  business 
days.  Resulting  in  reduced  float  and  optimum 
availability  of  funds.  And  our  data  transmission 
equipment  can  be  linked  with  yours  so  you'll  always 
have  the  latest  data  to  work  with. 

We'd  like  to  talk  with  you  about  how  First  in 
Dallas  can  fill  your  special  cash  management  needs  in 
the  Southwest.  Just  call  Ed  Townsend,  senior  vice 
president,  at  (2 1 4)  749-44 1 8,  or  Monte  Hulse,  vice 
president,  at  (2 1 4)  749-467 1 . 


If  vou  mean 
business  in  the 

Soutliwest, 
you  mean  Dallas. 


National  Banking  Center 
for  the  Southwest. 

fiist 

NATIONAL  BANK 

IN  DALLAS 


Member  FDIC 


NOW  LEASING  IN  DALLAS,  the  56-story  First  International  BIdg.  for  Occupancy  mid-year  1974.  P.O.  Box  603 1,  Dallas,  Texas  75222. 
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Trends  &Tangents 

Foreign 

Iclr  Habe  Die  Detroit  Blues 

The  Big  Three  automakers  aren't 
just  having  labor  troubles  here  at 
home;  union  disputes  have  erupted 
in  their  plants  abroad  as  well.  A  rash 
of  strikes  at  Chrysler  U.K.  has  brought 
that  firm's  production  in  Great  Brit- 
ain almost  to  a  standstill.  A  recent 
walkout  of  8,500  workers  cost  $10 
million  in  lost  production.  For  the 
year,  strike  losses  there  may  total  $50 
million  and  cause  Chrysler  to  aban- 
don its  operation.  In  West  Germany 
wildcat  strikes  against  Ford  and  Gen- 
eral Motors  plants,  among  others, 
have  put  at  least  40,000  workers  on 
the  streets  in  the  last  month. 

Fired  Insurance 

Two  European  nations  are  weigh- 
ing new  employee  job  protection  guar- 
antees that  are  far  beyond  what  any 
American  union  has  yet  demanded. 
West  Germany's  government  is  about 
to  legislate  a  new  form  of  mandatory 
insurance  that  would  make  up  a 
worker's  pay  if  his  employer  goes 
bankrupt.  The  cost  of  the  insurance 
would  be  borne  by  the  company 
alone.  In  Sweden,  the  parliament  is 
expected  to  adopt  a  new  law  to 
sharply  curtail  an  employer's  right  to 
fire  employees.  The  new  law  will  re- 
quire substantive  grounds  for  dismiss-' 
al  and  a  system  of  hearings.    - 


Business 

A  New  Elite? 

Should  the  air  bag  become  a  stan- 
dard automobile  safety  feature  in  fu- 
ture years,  there  will  be  a  ready  club 
for  those  passengers  successfully  pro- 
tected from  death  or  serious  injury. 
As  macabre  as  it  sounds,  the  club  has 
been  organized  by  Irvin  Industries,  a 
Greenwich,  Conn,  manufacturer  of 
safety  products.  No  stranger  at  this 
sort  of  thing,  Irvin  since  1922  has 
welcomed  .persons  who  have  para- 
chuted to  ^safety  from  disabled  air- 
craft into  membership  in  its  Caterpil- 
lar Club.  The  new  exclusive  group, 
which  Irvin  admits  nobody  will  really 
want  to  join,  is  a  "natural  offshoot" 
called  the  Cocoon  Club. 

Christmas  ^hopping? 

There  is  no  law  against  U.S.  citi- 
zens owning  platinum,  and  now,  for 
the  first  time,  the  Franklin  National 
Bank  of  New  York  is  selling  it  in  50- 
gram  ingots.  Franklin  National  says 
that  platinum   is   worth   about   twice 


as  much  as  gold,  ounce  for  ounce, 
but  it  is  cautioning  its  customers  that 
prices  can  fall  as  well  as  rise,  and  the 
metal  should  not  be  considered  a 
hedge  against  currency  fluctuations. 
The  Newport  Metals  Co.,  maker  of 
the  ingots,  has  agreed  to  repurchase 
them  at  any  time  at  the  then  market 
price.  Appreciation  so  far:  from  $360 
in  early  August  to  $361. 

No  Flowers,  Please 

You  might  think  that  the  gasoline 
shortage  and  rising  costs  would  se- 
verely brake  Cadillac  sales,  but  no. 
Sales  are  running  9%  higher  than  last 
year's  record  pace,  and  for  the  first 
time  Cadillac  production  has  exceed- 
ed 300,000  units  in  a  single  model 
year.  "It  appears,"  one  General  Mo- 
tors' executive  drily  notes,  "that  there 
is  a  continually  expanding  market  that 
can  afford  the  cost  penalties  involved." 

Hie,  I'm  Sick 

Alcoholism  is  a  disease  for  tax  pur- 
poses, according  to  a  recent  tax  rul- 
ing by  the  Internal  Revenue  Service. 
It  approved  medical  expense  deduc- 
tions for  costs  of  in-patient  treatment 
at  an  alcoholism  treatment  center. 
Costs  of  meals  and  lodging  were  in- 
cluded. The  new  rule  is  well  beyond 
earlier  rules  which  limited  deductible 
expenses  to  those  of  attending  meet- 
ings of  Alcoholics  Anonymous.   ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue. 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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EAST  . 
AFRICA 
WILDLIFE 


COMPREHENSIVE  in-depth  viewing  of 
abundant,  various  wildlife  concentrations 
in  famous  National  Parl<s  and  Reserves 
of  Kenya  and  Tanzania:  Nairobi,  Tree- 
tops,  l^t.  Kenya,  Tsavo,  Amboseli,  Mt. 
Kilimanjaro,  Arusha  and  Ngurdoto  Cra- 
ter, Lake  Manyara,  Ngorongoro  Crater, 
the  Serengeti,  and  Masai  Mara.  East 
Africa  Wildlile  Society  briefing  and 
membership.  Finest  hotels  and  lodges. 
Only  5  guests  to  each  Microbus.  Every- 
one has  a  window  seat.  Leisurely  pace. 
Small  party.  Tribal  life,  Masai  and  Chul<a 
dances.  Only  $1519  plus  air  fare.  All 
land  services,  tipping.  Park  fees  In- 
cluded. Expert  escort. 
PRIVATE  AIR  SAFARI  flight-seeing  for 
spectacular  views  and  ease  of  travel. 
Everyone  has  a  window  seati 
ALSO  four  other  Africa  tour  programs 
from  22  days  to  a  Grand  49  days,  from 
$1383  to  $3521  plus  air  fare. 
ASK  your  Travel  Agent  for  Maupintour's 
new  36-page  Africa  tour  book  or  write  to: 


MAUPINTOUR  FB 

270  Park  Ave.,  New  York  City,  N.Y.  10017. 
Please  send  new  36-page  Africa  tour  book. 


name 


address 


city 


state/ zip 


cnMia,  ot^ui^cU  and  iiait'On 
e^ft^  ave  illi/^'iialed  t^  C'lfje'V 
-ZOO  cc/<m  fifteen.  Unitsual 
{iwiail  ai^  a/it^ ^3cdu/ited,  ibc. 
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Dear  Tiffany, 

Please  send  me  the  new  Tiffany  Gift  Catalog 
I  enclose  one  dollar. 


Name 

Address 

(Please  print) 

N.17 

City 

State 

Zip 

TlFFANY&CO. 

FIRH  AVENUE  AND  57th  STREET  •  NEW  YORK  10022 
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At  lU,  energy  is  spelled 

LNG. 


In  three  years,  the  LNG 
carriers  of  lU's  Gotaas-Larsen 
subsidiary  will  begin  transport- 
ing liquefied  natural  gas  from 
the  Persian  Gulf  to  Japan. 

The  three  new  LNG  ships  in 
this  20-year  charter  (plus  more 
LNG  vessels  now  on  order) 
will  supplement  one  of  the 
world's  leading  independent 


fleets  of  Very  Large  Crude 
Carriers,  These  and  other  energy 
related  businesses  accounted  for 
60%  of  pre-tax  income  in  1972 
—  a  year  in  which  lU's  revenues 
reached  $1.2  billion. 

If  you  would  like  to  learn 
more,  write  Corporate  Affairs, 
lU  International,  1500  Walnut 
Street,  Philadelphia,  Pa.  19102. 
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SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBLTION  AND  ENVIRONMENTAL  MARKETS. 


Not  just  another  hotel  in  San  Francisco. 
But  a  Knott  Hotel. 

Our  hotels  are  a  friendly,  personable  environ- 
ment of  "guest  awareness"— we  cater  to 
you.  Gracious  suites,  spacious  rooms  and 
special  executive  services.  Plus  fine  restau- 
rants, bars  and  entertainment  you'll  really 
like.  After  all,  Knott  Hotels  have  practiced 
the  art  of  innkeeping  since  1889.  Try  us. 

SAN  FRANCISCO 


THE. 
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THE  KNOTT  HOTELS: 

CHICAGO, 

NEW  YORK/SAN  FRANCISCO 

TORONTO,  CANADA /LONDON,  ENGLAND 

BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 
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For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue.  New  York,  N.Y.  10022 
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Readers  Say 


Loophole  or  Incentive? 

Sir:  Concerning  your  critical  article 
on  syndicated  tax-shelters  ( Sept.  1 ) , 
the  bandwagon  you  have  climbed  on 
is  one  which  would  wipe  out  the  tax 
incentives  for  speculating  in  the 
search  for  energy  resources.  Perhaps 
you  can  devise  another  system  to  fi- 
nance natural  resource  exploration. 
VVe  certainly  would  like  to  know  how 
we  can  manage  it  in  the  geothermal 
energy  business.  We  hear  very  little 
about  letting  private  industry  tap  the 
heat  of  Mother  Nature.  .  .  .  We  are 
sitting  on  vast  quantities  of  geothermal 
heat  and  energy  and  cannot  develop 
them  because  the  Federal  Go\'em- 
ment  will  not  yet  let  us  lease  them 
and  will  not  give  us  an  equal  tax 
treatment  with  fossil  and  nuclear  fuel 
exploration. 

—Donald  F.X.  Finn 
Geothermal  Energy  Institute 

San  Francisco,  Calif. 

No  Insider 

Sir:  The  story  in  your  Sept.  1  is- 
sue filled  with  implications  that  I  had 
inside  knowledge  regarding  activities 
at  San  Jose  Water  Works  simply  is 
not  true.  My  guess  is  that  some  day 
the  Water  Works  will  be  sold,  but  I 
have  no  idea  when— and  no  one  at 
San  Jose  has  ever  given  me  one  bit 
of  nonpublic  information  regarding 
when  such  an  event  might  take  place. 
The  stock  market  apparently  agrees; 
with  all  the  publicity  about  a  pos- 
sible sale  at  a  much  higher  price,  the 
stock  continues  to  sell  just  where  it 
has  sold  during  the  last  12  months 
while  we  have  purchased  shares  in 
the  open  market. 

—Warren  E.  Buffett 
Omaha,  Neb. 

Forbes  certainly  accepts  Mr.  Buf- 
fett's  word  that  he  did  not  receive 
inside  information— Ed. 

Let  Them  Eat— Less 

Sir:  Re  "So,  What's  The  Big  Beef?" 
(Fact  6-  Comment,  Sept.  1).  I  might 
add  that  as  a  physician,  most  patients 
are  found  to  be  overweight.  If  they 
ate  a  reasonable  number  of  calories 
per  day,  they  would  not  be  overweight, 
and  there  would  be  no  food  shortage 
of  any  type. 

— E.  Harris  Pierce,  M.D. 
Cleveland,  Tenn. 

Too  Sensible 

Sir:  There  is  one  obstacle  to  James 
M.  Stone's  astute  suggestions  for  Wall 
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AVIS  ANNOUNCES  THE 
"TRIAL  MARRIAGE  LEASE' 


A  90-day  test  that  lets 
without  any  long- 

We  think  leasing  a  truck  makes  a  lot  more  serise  than  owning 
one.  But  we  certainly  don't  expect  you  to  take  our  word  for  it. 
Which  is  why  we're  proposing  our  90-day  "Trial  Marriage  Lease' 

Our  "Trial  Marriage  Lease"  gives  you  all  the  advantages  of 
long-term  leasing.  We  take  care  of  the  truck  specifications.  The 
maintenance.  The  painting  and  lettering  of  your  design. 

But  there  is  one  big  difference. 

If,  at  the  end  of  90  days,  you  find  leasing  isn't  compatible 


you  live  with  truck  leasing 
■term  commitments. 

with  your  particular  needs,  simply  kiss  us  good-bye.  No 
questions  asked. 

Your  only  obligation  will  be  to  purchase  your  truck  at  a 
price  you  agree  to  in  advance,  less  90  days  accumulated 
depreciation. 

That  way  you'll  have  given  leasing  a  try.  And  we'll  still  part 
friends.  Because  you'll  probably  end  up  with  a  better  engineered, 
less  costly  truck  than  you  would  have  bought  in  the  first  place. 
So  fill  out  the  coupon  below,  for  more  information. 
You'll  find  our  "Trial  Marriage  Lease"  is  just  another 
example  of  how  Avis  gives  you  more. 

And  who  knows? 
Sometimes  trial 
marriages  turn  out  to 
be  lasting  affairs. 


AVIS  LEASES  AND  RENTS  FORD  AND  OTHER  DEPENDABLE  TRUCKS. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


CAN  THE  BIG  OILS  LEARN— SOON  ENOUGH- 
TO   BE   ENERGY  COMPANIES? 


If  the  Big  Oils'  Big  Men  don't  look  further  down  the 
road  right  now,  they're  vastly  dumber  than  they're  paid 
to  be. 

No  one  really  expects  'em  to  fund  an  all-out  research 
program  on,  say,  solar  energy— but,  controlling  perhaps  as 
much  as  one-third  of  the  U.S.'  privately  owned  coal  re- 
serves, couldn't  they  get  cranked  up  now  on  a  crash  basis 
to  finding  the  most  economic  ways  and  means  of  turning 
that  stufiE  into  an  affordable  energy?  I  get  the  impression 
that  mostly  they're  sitting  down  and  beefing  because  Con- 
gress doesn't  appropriate  more  money  to  do  that  job. 

If  the  Big  Oils  think  their  primary  "public  relations"  mis- 
sion in  life  these  days  is  to  tell  Americans  to  drive  less 
and  less  fast,  do  they  really  think  they  are  making  much 


contribution  either  to  their  future  or  to  ours? 

If  their  thinking  continues  to  run  in  this  direction,  it's 
time  to  bail  out  of  oil  stocks  because  the  Qaddafis  of 
Where-The-Oil-Is  (Forbes,  Sept.  15,  p.  31)  ain't  gonna 
keep  'em  in  business  on  their  present  scale. 

Maybe  our  Big  Oil  Chiefs  are  knee  deep  and  $  multi- 
millions  deep  in  exploring  any  and  every  feasible  supple- 
ment to  oil.  If  so,  it's  an  unbelievably  well-kept  secret. 

We're  not  talking  about  a  substitute  for  oil. 

We're  talking  about  supplements  to  oil. 

If  our  private  giants  insist  that  it's  principally  the  Gov- 
ernment's business  to  find  all  the  answers,  then  what  al- 
ternative do  we  and  the  Government  have  but  to  make 
Energy  the  public's  public  business? 


AND  SPEAKING  OF  OUTSIDE  OIL  SOURCES  .  .  . 


are  we  trying  deliberately  to  jeopardize  our  sizable  Vene- 
zuelan oil  sources?  One  would  think  so  when  we  learn 
that  the  U.S.  is  fighting  Venezuela's  effort  to  permit  each 
member  of  the  Organization  of  American  States  to  now  de- 
termine what  its  relations  with  Cuba  shall  be. 


By  now,  after  more  than  a  decade,  we  might  as  well 
recognize  that  we're  not  going  to  freeze  Castro  to  death; 
and  we're  just  going  to  further  gripe  Latin  American  na- 
tions by  trying  vainly  to  insist  that  our  Cuban  policy  should 
continue  to  be  theirs. 


THE  REAL  CARNAGE  ON  WALL  STREET  IS  JUST 
AROUND   THE  CORNER 


You  think  you've  seen  blood  and  death  among  stock 
market  firms  to  date? 

You  ain't  seen  anything  yet. 

A  very  real  question  is  who  and  what  will  be  left 
by  this  time  next  year— and  that's  a  question  that  is  too 
tough  yet  for  definitive  answers. 

For  sure,  though,  there  will  be  far,  far  fewer  firms 
around— including  the  loss  of  a  number  of  Names  rea- 
sonably famed,  both  Old  and  younger.  It  shakes  one  to 
contemplate  the  mergering  and  submergering  that  lies 
ahead,  to  contemplate  those  who'll  be  dead  and  gone. 


The  silver  lining  for  those  who  survive  will  indeed  be 
solid  silver.  The  Few-and-Big  surviving  will  do  a  huge  and 
profitable  volume.  The  need  for  equity  capital  and  the 
numbers  of  those  wisely  wanting  equities  will  be  big. 

Although  the  attrition  in  the  months  ahead  will  not 
suggest  it,  brokers  and  underwriters  have  a  vital  and  es- 
sential part  to  play  in  our  capitalistic  system,  and  when 
it's  all  shaken  out,  those  left  will  play  that  part  belter 
and  more  prosperously  than  ever. 

Investors,    meantime,    ought    to    hold    their    own    sc 
curities— like  blankets  for  warmth  in  the  blizzard  ahead. 
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WHO  CAN  STILL  REMEMBER 

the  name  of  the  present  Mayor  of  New  York? 

BUFFALO 


In  a  Wall  Street  Journal  column  a  while  ago,  there  ap- 
peared this  paragraph: 

"Comments  one  bullish  portfolio  manager: 
'Marriott  is  a  great  company  with  strong  manage- 
ment. And  when  the  public  comes  back,  this  is 
the  kind  of  stock  they  should  buy.'  Responds  one 

THE  CONTINUING  SAGA  OF  MY 

In  August  I  commented  here  about  the  rejection  of  my 
application  for  an  American  Express  card  for  my  wife 
arriving  in  the  same  mail  as  an  American  Express  credit 
card  in  her  name  sent  in  response  to  a  direct  mail  invitation. 

On  Aug.  7  an  American  Express  Card  sales  manager 
called  and  said  their  records  showed  they  had  never  is- 
sued her  a  card;  a  week  later  the  same  gentleman  in  a 
very  nice  letter  wrote  that  "...  I  am  enclosing  an  ap- 
plication for  Mrs.  Forbes  to  complete.  If  and  when  ap- 
plication is  returned  to  my  oflBce,  I  will  have  it  processed 
through  our  special  handling  unit  in  New  York  ( this  service 
is  available  to  anyone  needing  a  credit  card  immediately) 
and  she  should  have  her  card  within  14  days." 

In  the  same  mail  a  very  nice  letter  from  a  senior  vice 
president  explained  in  some  detail  why  my  request  for 
her  card  had  been  rejected  (in  essence,  "inadequate  in- 
formation")  and  hers  had  been  accepted   ("the  type  of 


growth  stock  skeptic:   'I  think  buffalo  will  come 
back  before  the  public  does.'  " 
I've  got  news  for  that  skeptic. 

Buffalo  are  coming  back.  The  wee  demand  for  buflFalo 
meat  is  growing  bigger,  and  bigger  ranches  are  beginning 
to  grow  more  buffalo  to  meat  the  demand. 

WIFE'S  AMERICAN  EXPRESS  CARD 

card  issued  depends  on  the  type  of  application  received") . 

Meantime,  one  of  their  stockholders  had  written  them 
querying  them  about  the  Forbes  article,  and  a  different 
vice  president  replied:  "Although  Mr.  Forbes  has  made 
public  comment,  understandably  we  are  not  in  a  position 
to  reveal  information  that  I  am  sure  is  presumed  to  be 
confidential  by  both  Mr.  and  Mrs.  Forbes.  The  article  is  one- 
sided and  does  omit  pertinent  information." 

Now  how  do  you  like  that  for  implications?  I  dropped 
him  a  note  explaining  that  neither  of  us  can  conceive  of 
anything  in  the  files  of  American  Express  that  we  would 
consider  confidential— and  that  another  vice  president  had 
just  nicely  explained  they  didn't  have  enough  information. 

I  don't  know  what  Phase  3  of  this  Continuing  Saga 
will  bring,  but  if  my  wife  uses  the  card  that  the  sales 
manager  says  she  hasn't  got,  maybe  they  won't  know 
where  to  send  the  bills. 


SHOW  BIZ 


If  there's  any  way  you  can  wangle  an  invitation  to 
next  year's  21st  Annual  Milliken  Breakfast  Show,  do  it. 
Staged  at  the  Waldorf  Astoria  for  the  garment  industry 
and  its  customers  by  the  industry's  leading  textile  man- 
ufacturer, this  is  a  million-dollar  star-studded  Live  com- 
mercial. It  manages,  in  75  minutes,  to  name  more  than 
450  fabrics  and  makers  and  sellers.  The  show  is  more 
lively  and  as  much  fun  as  the  old  Ziegfeld  Follies. 

No  one  has  ever  come  close  to  equaling  an  "industrial" 
show  with  this  scale,  scope,  wallop.  In  fact,  business  use 
of  show  biz  seems  to  be  a-dying,  but  if  we're  lucky,  this 
one  never  will. 


'And,  speaking  of  shows,  there's  one  called  National 
Lampoon  Lemmings  (at  New  York's  Village  Gate),  which 
is  the  most  satirical  Put-On-Down  of  yesterday's  and  to- 
day's Youth  Causes  I've  ever  heard  or  seen,  and  it's  pack- 
ing in  and  wowing  those  it  savages. 

The  opening  scene  on  "acid"  is  murderously  funny 
enough  to  wipe  out  the  stuff.  The  second  half,  "Wood- 
shuck  Festival,"  demolishes  the  whole  festival  business 
and  its  hero  groups.  Only  the  Vietnam  war  putdown  is 
crudely  dull. 

Don't  go  if  shocking  language  will  put  you  off  from 
appreciating  the  points  so  devastatingly  made. 


WIT  BY  INSTEAD  OF  ABOUT  WOMEN'S  LIBERATORS 

of  the  several  following  answers  be  used: 


In  the  nation's  capital  the  other  day  I  chanced  to  hear 
a  leading  lady  in  Women's  Lib  espousing  spouses  and, 
among  a  lengthy  list  of  other  things,  denouncing  that 
blank  space  on  innumerable  questionnaires  which  calls  for 
specifying  one's  sex. 

She  suggested  that  either  it  be  left  blank,  or  that  one 

HOW  TO  GET  TAKEN 

Spend  most  of  your  time  being  sure  you're  not. 


"Yes." 

"No." 

"What  do  you  have  in  mind?" 

"I  gave  at  home." 

"I  gave  at  the  office." 

GENEROUS  GESTURES 

yield  the  most  when  that  isn't  their  purpose. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


THIS  ADVERTISEMENT  TELLS  IT  LIKE  IT  IS 

Don  Burnham,  one  of  the  most  quietly  effective  big-league 
CEOs  in  the  country,  in  the  advertisement  reprinted  here  sets 
forth,  I  think,  the  most  reasonable  summary  of  where  we 
are  at  and  how  to  go  on  energy.  When  a  Scotsman  reprints 
an   ad  for  free,   he  really  must  think  it's   worth  it!— MSF 


"A  shift  to  an  electric  economy 
must  be  ttie  iieart  of  America's 
energy  policy." 


D.  C.  Burnham,  Chairman 
Westinghouse  Electric  Corporation 


Energy  is  the  lifeblood  of 
America.  Our  economic  well- 
being  depends  on  it. 
But  unless  we  take  immediate 
action,  a  disastrous  fuel  shortage 
will  stunt  our  growth.  Keep  us 
from  competing  effectively  in  the 
world  marketplace. 
To  keep  America  growing,  we 
must  commit  ourselves  to  a  new 
and  challenging  national  energy 
policy. 

Simply  stated,  it  should  assure 
that  America  has  a  self-sufficient 
supply  of  inexpensive  energy 
sources  which  can  be  used  in  an 
environmentally  acceptable 
manner  today  and  into  the  future. 

The  problem:  A  finite  natural 
fuel  supply. 

We  live  on  a  finite  planet  with  a 
finite  supply  of  natural  fuels.  Yet 
our  demand  for  the  energy  these 
fuels  produce  is  seemingly 
infinite. 

The  American  standard  of  living 
requires  35  percent  of  the  world's 
energy  even  though  we  represent 
only  six  percent  of  the  world's 
population.  The  result  is  that  we 
are  using  our  supply  of  natural 
fuels  faster  than  anyone  else  in 
the  world. 

An  expedient,  but  short-term 
solution  is  to  import  massive 
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(not  a  paid  advertisement) 


quantities  of  oil  and  gas  from 
other  nations.  But  this  is  only  a 
temporary  solution,  and  one  more 
than  slightly  compromising. 
We  will  have  to  compete  with 
other  nations.  We  will  have  to  risk 
supply  interruptions  due  to  Inter- 
national politics.  We  will  have  to 
resign  ourselves  to  a  staggering 
balance  of  trade  drain  that  could 
amount  to  30  billion  dollars  a  year 
by  1985.  And  we  will  have  to  face 
the  prospect  of  a  future  world 
without  natural  fuels  because  we 
surely  will  use  them  all  up. 
But  we  must  not  use  the  last  drop 
of  oil,  the  last  cubic  inch  of  gas, 
the  last  lump  of  coal.  We  must 
conserve  them.  Because  at 
present  there  are  certain  energy 
uses  for  which  we  have  no  sub- 
stitute— for  example,  aircraft  fuel. 
And  there  are  a  vast  number  of 
petrochemical  products  that  can't 
be  replaced — plastics  and  lubri- 
cants. 

The  solution:  A  shift  to  an  electric 
economy. 

The  best  way  to  conserve  our 
natural  fuels  and  yet  generate 
the  energy  our  nation  requires  is 
to  use  coal  and  nuclear  energy  to 
power  an  electric  economy. 

We  must  limit  the  use  of  oil  and 
gas  whenever  possible.  But  when 
we  must  use  them,  we  must  use 
them  efficiently. 
Of  all  our  direct-burning  fuels, 
coal  is  the  only  one  that  we  will 
have  in  an  adequate  supply  over 
the  next  several  decades.  In  the    • 
shift  to  an  electric  economy,  coal 
will  be  used  to  complement 
nuclear  energy. 

But  ultimately,  an  electric  econ- 
omy, one  powered  by  nuclear 
energy,  is  the  only  viable,  long- 
term  solution  to  America's  energy 
problem. 

We  must  start  on  this  course 
immediately.  Our  nation's  growth 
arid  standard  of  living  depend 


Projected 
distribution 
of  U.S.  energy 
sources  in  a 
shift  to  an 
electric 
economy 


on  the  strength  of  our  business 
and  industrial  muscle,  and  the 
productivity  of  this  muscle  de- 
pends on  its  lifeblood — energy. 
If  America  is  to  have  a  continually 
increasing  standard  of  living, 
there  is  no  alternative  to  growth 
. . .  which  means  there  is  no 
alternative  to  an  electric 
economy. 

Ten  steps  to  bring  about  an 
electric  economy. 

A  shift  to  an  electric  economy  will 
require  a  conscious  implementa- 
tion of  a  new  national  energy 
policy.  A  policy  aimed  at  reducing 
our  dependence  upon  the  rapidly 
depleting  natural  fuels  of  gas  and 
oil,  and  the  expanding  use  of 
electricity  produced  primarily  by 


nuclear  energy  and  by  coal. 
To  meet  the  demands  of  an 
electric  economy,  we  will  need  an 
estimated  3  million  megawatts 
of  electricity  by  the  year  2000. 
This  is  one  million  more  than 
conventional  projections  have 
predicted. 

At  Westinghouse,  we  believe  that 
10  steps,  10  decisive  steps, 
must  be  taken  to  provide  the 
energy  America  will  need  to  main- 
tain its  economic  growth  and 
development. 

1.  Immediate  construction  of 
nuclear  powerplants. 

2.  Demonstration  and  develop- 
ment of  breeder  reactor 
plants. 

3.  Development  of  coal  gasifica- 
tion plants. 

4.  Research  and  demonstration 
of  coal  liquefication. 

5.  Substitution  of  nuclear-based 
electricity  for  other  sources 
of  energy,  particularly  oil 
and  gas. 

6.  Substitution  of  items  that  use 
petrochemicals  as  a  raw 
material. 

7.  Increased  distribution  of  oil 
and  gas,  for  the  short  term, 
where  electric  substitution 
cannot  be  made  quickly 
enough. 

8.  Conservation  of  energy  by 
improved  home  insulation, 
smaller  engines  for  cars,  more 
efficient  appliances,  and  more 
efficient  generation,  trans- 
mission, and  distribution  of 
electricity. 

9.  Expansion  of  research  and 
development  for  oil  shale,  tar 
sands,  geothermal,  and  solar 
energy. 

10.  Research  and  demonstration 
effusion. 

If  these  steps  are  implemented, 
we  will  be  well  on  our  way  to 
giving  America  an  energy  trans- 
fusion that  will  keep  it  growing 
and  prospering.  psH-1-73 


v^  helps  make  it  happen 
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Other  Comments 


Often  comments  hy  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.— M.S. F. 


Off  with  the  Pounds 

The  Environmental  Protection 
Agency  has  determined  that  if  the 
average  car  weighed  2,500  pounds 
instead  of  3,500  pounds,  the  nation 
would  save  2.1  million  barrels  of  crude 
oil  a  day— almost  exactly  the  amount 
that  the  Alaskan  pipeline  eventually 
will  deliver. 

—U.S.  News  <Lr  World  Report. 

Energy:  Two  Ways  To  Go 

.  .  .  the  United  States  should  start 
taking  the  long-term  steps  needed  to 
lessen  its  dependence  on  oil  as  an 
energy  source  .  .  .  The  more  imme- 
diate in  its  possible  application  is  the 
process  called  MHD,  a  manageable 
acronym  for  magnetohydrodynamic 
power  generation,  by  which  energy 
from  coal  is  converted  directly  into 
electric  power  without  the  serious 
problem  of  pollution  or  loss  of  thermal 
efficiency  which  still  bedevils  other 
processes  for  using  this  country's  im- 
mense coal  reserves.  The  Soviet  Un- 
ion is  far  ahead  of  the  United  States 
in  MHD  research,  not  so  much  be- 
cause know-how  is  lacking  here  but 


because  the  Russians  have  committed 
more  investment  to  bringing  this  pro- 
cess closer  to  commercial  application. 

More  impressive  in  its  long-range 
potential  is  the  process  of  nuclear  fu- 
sion, which  is  viewed  with  unusual 
unanimity  by  energy  experts  as  the 
ultimate  answer  to  the  energy  demapds 
of  the  industrialized  world.  The  Atom- 
ic Energy  Commission  has  long  down- 
played fusion  research  in  favor  of  the 
less  satisfactory  fission  reactors,  now 
much  under  fire  from  scientific  and 
citizens'  groups  alike  for  their  reputed 
danger  and  ineflBciency.  Even  the 
breeder  reactor,  which  the  Adminis- 
tration seems  to  consider  the  next  best 
hope  in  nuclear  power,  pales  in  its 
promise  compared  with  the  fusion 
process. 

Technological  and  economic  prob- 
lems remain  unsolved  for  these  and 
other  alternative  sources  of  energy, 
including  even  solar  power,  geother- 
mal  energy  and  gasification  of  coal- 
processes  which  have  stirred  long-ab- 
sent popular  and  industrial  interest  in 
the  past  year  or  so.  Another  inhibiting 
factor,  as  some  specialists  argue,  may 
be    that    existing    economic    interests 


have  little  stake  in  fusion  or  MHD  re- 
search, and  thus  there  are  no  active 
lobbies  at  work  to  attract  funds. 

The  point  is  that  alternatives  do 
exist  to  petroleum  fuel,  if  not  for  this 
decade,  then  for  the  next.  That  is 
time  enough,  since  any  convincing 
show  of  progress  in  making  these  al- 
ternatives commercially  viable— even  if 
realization  remains  a  decade  away— 
would  immediately  reduce  the  black- 
mail possibilities  now  open  to  the 
Arab  oil-producing  nations.  Now  it  is 
a  sellers'  market,  and  America's  de- 
pendence on  Middle  Eastern  oil  is 
growing,  but  once  alternative  energy 
sources  begin  to  be  taken  seriously, 
the  interest  of  the  oil-rich  countries 
would  be  to  extract  and  sell  their  oil 
while  they  can. 

—New  York  Times  editorial. 

Washington  In-Inn 

At  midday  they  feature  a  special 
luncheon  for  women— two  vodka  mar- 
tinis, a  low-calorie  salad  and  iced 
cofi^ee.  This  keeps  the  young  matrons 
slim  and  sluiced. 

—The  Good  New  Days 
by  Merriam  Smith. 


A  REAL  AND  GROWING  DANGER 


If  left  unguided,  the  growing 
predominance  of  institutional  in- 
vestors in  our  securities  markets 
could  have  a  profound  impact  on 
American  industry. 

These  institutions— banks,  insur- 
ance companies,  pension  funds— are 
increasingly  the  major  sources  of 
new  capital  for  industry. 

We  are  heading  for  a  situation 
not  unlike  that  of  Japan  and  Ger- 
many, where  a  handful  of  institu- 
tions decide  which  industries  and 
companies  get  capital  and  which 
don't— the  very  antithesis  of  Ameri- 
can free  enterprise.  An  IBM,  a 
Xerox,  even  an  Avon  could  not 
have  come  about  in  these  countries. 

The  stifling  influence  in  this 
country  of  such  institutional  pre- 
dominance is  already  evident.  A 
grossly  disproportionate  amount  of 
new  equity  money  goes  into  a 
handful  of  stocks.  These  50  "ves- 
tal virgins"  feast  while  thousands 
of  other  companies  scramble  for 
the  institutional  crumbs. 

American  industry's  breadth  and 
diversity  is  too  important  to  lose 
because  of  the  me-tooism  of  insti- 
tutional portfolio  managers.  Util- 
ities,   for    instance,    may    lack    the 


glamour  of  an  Avon,  but  surely 
energy  is  as  vital  to  our  well-being 
as  is  overpriced  perfume. 

Transamerica  Chairman  John 
Beckett  neatly  summed  up  the  sit- 
uation in  a  recent  speech.  Said  he, 
"The  only  large  sums  of  new  mon- 
ey are  investments  of  pension  funds 
which  .  .  .  are  invested  largely  in  a 
few  select  companies.  .  .  .  Inasmuch 
as  the  pension  fund  managers  are 
usually  responsible  to  a  committee, 
it  is  no  wonder  that  these  men  con- 
tinue to  buy  the  same  thing.  Why 
not  follow  the  line  of  least  resist- 
ance and  stay  with  the  same  com- 
panies one's  peers  are  buying?" 

What  to  do?  Two  things. 

First,  Congress  should  pass  a 
law  restricting  both  the  percent- 
age of  stock  an  institution  can  hold 
in  a  single  company  and  the  per- 
centage of  managed  assets  that  an 
institution  can  invest  in  a  single 
company.  Whichever  is  the  small- 
er would  be  the  limit.  Of  course, 
these  restrictions  would  be  relaxed 
for  companies  whose  capitalization 
is  under  a  certain  amount,  say  $50 
million,  or  for  institutions  with 
managed  assets  of  under  a  certain 
amount,  say  $25  million.  In  addi- 


tion. Congress  might  consider  in- 
centives to  encourage  investment 
in  small,  untested  companies. 

The  second  part  of  the  solution 
is  less  important  than  the  first,  but 
it  merits  serious  consideration— put- 
ting a  ceiling  on  the  assets  any 
one  institution  can  manage.  If  too 
much  concentration  in  industry  is 
usually  unhealthy,  the  same  is 
true  in  investing. 

Sure,  a  bank  might  have  hun- 
dreds of  individual  portfolio  man- 
agers. But  it's  unlikely  that  these 
managers  will  be  as  imaginative,  as 
open-minded  under  an  institution- 
al roof  as  they  would  be  on  their 
own.  A  greater  number  of  institu- 
tional investors  could  lead  to  a  bit 
more  original  investment  thinking 
and,  just  as  important,  to  a  little 
more  liquidity  in  an  increasingly 
illiquid  stock  market. 

These  two  changes  might  help 
preserve  the  innovativeness  that 
has  been  the  keystone  of  America's 
successful  capitalistic  system. 

The  institutions  will  resist  .such 

restrictions.  But  what  is  healthy  for 

our  economy  can  only  be  healthy 

for  investors— including  institutions. 

—M.S.  Forbes  Jr. 
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A  gas  well  5  miles  deep- 
one  reason  natural  gas 
will  cost  more* 


But  gas  will  still  be  your 
most  economical  energy  buy. 

Time  was  when  a  natural  gas 
well  went  down  about  a  mile. 
And  cost  about  a  hundred 
thousand  dollars.  But  those 
days  are  gone.  Now  the  gas 
industry  has tosink  wells  miles 
into  the  earth— in  an  effort 
to  meet  America's  growing 
energy  needs. 

And  the  deeper  the  drill 
goes,  the  higher  the  cost  goes. 
Some  companies  have  drilled 
four  or  five  m  i  les  deep— at  a 
cost  of  a  million  dollars  a  mile. 
And  they  had  to  develop  new 
drilling  technology  to  do  it. 

Maybeyouthinkallthisis 
goingto  mean  higher  gas 
prices.  Well,  you're  right. 

But  scarcity  and  high  ex- 
pense are  affecting  oil,  elec- 
tricity, all  types  of  energy. 
Gas  will  continue  to  be  your 
most  economical  buy  overall. 

Conserve 
natural  gas* 
If  s  pure  energy; 


h 


H  jp*  H  American  Gas 


lAssociation 


The  first  in  a  new  generation  of  luxury  motor  cars. 


We  all  have  our  own  concepts  of  beauty. 
But  if  a  reasonable  definition  includes 
such  words  as  grace  and  spirit,  dignity  and 
strength,  we  feel  confident  many  will  consider 
this  a  truly  beautiful  automobile. 
The  1974  Imperial  LeBaron. 

Your  own  eyes  will  tell 
you  that  the  look  of 
LeBaron  is  one  of  indelible 
elegance. 

It  is  a  look  that  will 
endure. 

For  beneath  this 
quietly  tasteful  appearance 
lies  the  strength  of  unibody  construction. 
Over  four  thousand  welds  strong. 
Ultimately,  only  you  may  decide  if 
LeBaron  fits  your  personal  definition  of  beauty. 


Optional  leather  interior  does  not  display  standard  safety  belts. 

If  SO,  then  we  welcome  you  to  a  new  generation 
of  luxury  automobiles. 

We  invite  you  to  open  the  door. 

Inside  LeBaron,  an  uncommon  experience 
in  automotive  comfort  awaits  your  approval. 


It  is  no  exaggeration  to  say  the  seats  are 
incredibly  luxurious. 

Warm,  inviting,  pillowed  velour. 

Yet  beyond  this,  you  can  order  the 
magnificent  interior  you  see  pictured. 

Soft,  sumptuous,  pillowed  leather.  It  ha' 
been  specially  gathered  and  sewn  for 
maximum  comfort.  And  beauty. 

New  Imperial  Standards  include  an 
electronic  monitoring  system.  In  essence,  it's  ; 
number  of  small,  intense  warning  lights 
located  on  the  instrument  panel  which  keep 
you  informed  of  your  LeBaron's  vital  function 


The  1974  Imperial  LeBaron  by  Chrysler. 


Also  found  on  the  instrument  panel  is  an 
electronic  digital  clock  which  incorporates 
quartz  crystal  for  accuracy.  Representative 
clocks  were  examined  by  the  Swiss  government 
and  pronounced  genuine  chronometers. 

Additional  standard  features  include 
power  disc  brakes  ...  at  aWfour  wheels.  Never 
before  available  on  American  luxury  cars. 

Incidentally,  the  wheels  also  wear  steel- 
belted  radial  tires.  The  ignition  is  electronic: 
no  points  or  condenser  to  ever  wear  out.  And, 
of  course,  the  Imperial  engine  runs  on 
regular  gas. 


LeBaron  Awaits  Your  Inspection.  We're 

confident  you'll  approve. 

Because  each  LeBaron  is,  upon 
completion  of  assembly,  personally  road-tested 
by  us  over  varied  types  of  roadways. 

If  a  flaw  exists,  we'd  rather  it  be  us  that 
discovers  it  than  you. 

The  1974  Imperial  LeBaron. 

May  the  next  road  test  be  yours. 


CHRYSLER 


Tlymoutfi 


Imperial  LeBaron  by  Chrysler. 

Extra  care  in  engineering... it  makes  a  difference. 


Will  two  billion  Asians 

help  solve  America's 

unemployment  problem? 


In  the  last  twenty  years,  world  export 
trade  has  grown  by  more  than  500%.  And 
so  has  the  positive  effect  it  has  on  our 
economy.  New  technologies  have  created 
new  markets,  and  with  increasing  demand 
for  American  products  overseas,  we're  able 
to  sustain  productivity  at 
home.  But  to  increase  our 
share  of  the  world  export 
market,  it's  going  to  take 
some  aggressive  footwork 
on  the  part  of  American 
businessmen.  And  their 
bankers.  Particularly  in 
those  developing  markets 
in  the  Far  East  where 
competition  is  sharp. 

Ourworldview^ 

While  we  can't  forecast 
the  precise  impact  that 
such  Far  Eastern  trade  will 
have  on  world  commerce, 
we  do  know  these  develop- 
ing countries  will  provide  a  huge  potential 
market  for  U.S.  goods  and  services. 

But  to  develop  the  markets  of  the  future, 
the  businessmen  of  today  need  capital.  And 
Chemical  Bank,  through  its  world-wide 
network  of  offices,  is  helping  finance  a  wide 
range  of  opportunities  in  the  Far  East. 
Everything  from  financing  automobiles  in 
Korea  and  vending  machines  in  Japan, 
to  arranging  for  local  peso  advances  in  the 
Philippines  backed  by  guaranteed  letters 
of  credit. 

Chemical  Bank^s  experience. 

Doing  business  in  the  Far  East  and  Western 
Pacific  requires  a  special  kind  of  knowledge 


and  experience.  And  at  Chemical  Bank  we 
have  it.  We've  been  involved  in  the  Far  East 
for  a  lot  longer  than  most  American  banks 
have  been  in  business.  So  our  people  have 
a  wealth  of  knowledge  about  the  constantly 
changing  business  conditions  in  the  Orient. 

And  we  have  an  exten- 
sive network  of  offices  and 
correspondent  banks 
in  that  part  of  the  world 
to  support  our  people. 

If  you're  a  corporate  or 
financial  officer  and 
would  like  more  informa- 
tion on  Chemical  Bank's 
capabilities  for  meeting 
your  business  needs  in 
the  Far  East,  or  if  you 
have  a  particular  financial 
problem  there,  talk  to 
any  of  our  international 
officers. 

We'll  be  glad  to  help 
you  take  some  of  the 
mystery  out  of  doing  business  in  the  Orient. 

Our  world-wide  offices* 

Main  Office:  New  York.  Branch  Offices: . 
Brussels,  Frankfurt,  London,  Paris,  Tokyo, 
Zurich,  and  Nassau.  Representative  Offices 
in  Beirut,  Birmingham,  Madrid,  Milan, 
Bogota,  Buenos  Aires,  Caracas,  Rio  de 
Janeiro,  Sao  Paulo,  Mexico  City,  Hong  Kong, 
Manila,  and  Sydney  Subsidiary:  Chemical 
Bank  International  of  San  Francisco. 
Correspondent  banks  in  over  185  nations. 

CkmicalBaivk 

The  American  businessman:  When  his  needs 
are  financial,  his  reaction  is  Chemical. 


Forbes 


Ray  Dirks'  Other 
Insurance  Company 


The  Equity  Funding  celebrity  was  also  involved 

with  another  California  insurance  company.  Too  involved? 


The  Hero  As  Victim?  Analyst  Ray  Dirks  has  sold  himself 
to  a  large  section  of  the  press  as  a  young  swinger  fighting 
the  Establishment  and  being  persecuted  in  return.  Rather 
than  thanking  him  for  his  detective  work  on  Equity  Fund- 
ing, the  New  York  Stock  Exchange  and  the  SEC  are  miffed 
that  he  tipped   off  his  customers  instead  of  calling  the 


cops.  When  first  accused  of  misuse  of  inside  information. 
Dirks  began  growing  a  beard,  saying  he  wouldn't  shave 
until  the  SEC  cleared  him.  Recently  he  shaved  the  beard. 
But  he  may  have  to  put  his  razor  away  again.  Forbes  has 
uncovered  the  fact  (see  story)  that  Equity  wasn't  the 
first  insurance  company  mess  that  Dirks  was  involved  in. 


Ray  Dirks,  public  hero,  the  man  who 
blew  the  whistle  on  Equity  Funding. 
That's  the.  general  view  of  this  roly- 
poly  39-year-old.  Not  everyone  would 
subscribe  to  that  view,  however.  Cer- 
tainly a  handful  of  shareholders  in  a 
now  defunct  California  outfit  called 
Los  Angeles  Life  Insurance  Co.  would 
disagree.  They  might  describe  Dirks 
as  a  slick  promoter  who  lost  them  a 
bundle  of  money  in  a  brief,  glittering 
—and  fortunately  for  Dirks'  Mr.  Clean 
reputation,  unpublicized— stock  specu- 
lation that  sputtered  out  and  died 
two  years  ago. 

It  was  grand  while  it  lasted: 
From  its  $50  offering  price  in  1966, 
L.A.  Life  stock  soared  to  a  pre-split 


equivalent  of  $270  before  the  compa- 
ny foundered.  An  early  stockholder, 
France's  Credit  Lyonnais,  doubled  its 
money  and  got  out  at  $120.  But  there 
were  more  losers  than  winners  among 
the  150-odd  traders  in  the  stock. 
Shareholders  Management  and  Loews 
got  in  at  $140,  and  got  stuck.  As 
Dirks  tells  it:  "Loews'  portfolio  man- 
ager, Wally  Bowman,  said  to  me: 
'That's  a  sexy  stock.  Buy  me  some.'  " 

L.A.  Life's  principal  backer  was  a 
wealthy  trucker  from  South  Bend, 
Ind.  named  Paul  Mavis.  Mavis  had  a 
$1 -million  cash  loss  and  a  $9-million 
paper  loss.  Promoter  Dirks  himself 
claims  he  lost  $200,000  in  cash.  In 
Dirks'  case,  it's  a  classic  illustration  of 


the  perils  of  believing  your  own  press 
releases. 

In  its  1969-71  heyday,  L.A.  Life 
was  Ray  Dirks'  bread  and  butter.  He 
had  just  started  his  own  over-the- 
counter  brokerage,  called  Dirks  Bros. 
Ltd.,  with  his  brother,  Lee.  They 
planned  to  deal  in  small,  new,  thinly 
capitalized  companies  in  the  insur- 
ance field.  L.A.  Life  was  ideal  for  pos- 
sible capital  gains.  In  1969  it  had  $2 
million  in  assets,  a  30,000-share  float 
and  a  catchy  marketing  gimmick. 

Dirks  moved  in  on  all  fronts.  He 
was  the  security  analyst  who  distrib- 
uted glowing  research  reports  to  his 
Dirks  Bros.'  clients.  L.A.  Life,  he 
wrote,  is  an  "impressive"  company  op- 
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t iating  in  a  manner  that  assured  "ex- 
plosive" growth.  When  the  cHents 
decided  to  buy,  they  came  to  Dirks 
the  market-maker.  He  sold  shares  at 
ever  rising  prices,  starting  with  indi- 
viduals and,  when  L.A.  Life  got  too 
rich  for  their  blood,  moving  up  to 
institutions. 

Also,  as  money  manager.  Dirks  con- 
trolled L.A.  Life's  $500,000  portfolio. 
(In  one  of  his  reports  Dirks  the  ana- 
lyst commended  the  skill  of  Dirks  the 
portfolio  manager. ) 

Dirks  was  even  the  company's  in- 
vestment banker.  When  things  started 
falling  apart,  he  scrambled  to  engi- 
neer a  merger  that  would  save  the 
company  and  Dirks  Bros.— whose 
principad  asset  was  L.A.  Life  shares. 

Conflict  of  interest?  Sure,  admits 
Dirks,  but  everybody  does  it.  "The 
big  brokers  just  have  different  de- 
partments handling  those  things,  and 
they  claim  they  don't  talk  to  one  an- 
other. I'm  no  hypocrite;  I  was  doing 
it  all  and  I  talked  to  myself.  It  ought 
to  be  illegal,  but  it  isn't." 

He  adds,  "Okay,  I  wanted  to  be- 
lieve in  L.A.  Life.  My  own  httle  com- 
pany was  at  stake.  I  guess  I  put  on 
rose-colored  glasses." 

Rosy  indeed  were  his  predictions: 
earnings  of  $55  per  share  for  L.A. 
Life  by  1971.  Yet  in  the  drab  real 
world,  L.A.  Life  was  steadily  going 
broke  by  selling  insurance  at  a  loss. 
Says  Paul  Kardos,  a  vice  president 
of  INA  in  Los  Angeles:  "It  became 
a  shorthand  way  of  describing  junk 
business  to  say,  "That's  the  kind  L.A. 
Life  would  take.' " 

What  caught  Dirks'  fancy  was  L.A. 
Life's  marketing— a  trick  called  mass 
merchandising.  The  disability  income 
insurance  written  on  the  individual 
members  of  a  group— say,  a  union- 
becomes  almost  a  loss  leader.  You 
don't  expect  to  make  much  money  on 
that  business.  But  it  buys  you  exclu- 
sive access  to  the  organization's  mail- 
ing list  to  pitch  members'  high-profit 
individual  life  poUcies,  with  the  group 
leaders'  endorsement. 

A  handful  of  insurance  companies 
—National  Liberty,  Colonial  Penn, 
Union  Fidelity— seemed  to  be  making 
money  on  the  gimmick.  And  L.A.  Life 
got  oflF  on  the  right  foot  by  signing 
both  the  Los  Angeles  County  Em- 
ployees Association  (LACE A)  and  a 
big  Teamsters  local.  But  both  ac- 
counts turned  into  disasters. 

The  company  failed  to  break  even 
on  LACEA,  the  showcase  account 
that  Dirks  touted  most  heavily.  Says 
INA's  Kardos:  "It  was  obvious  to 
everyone  they'd  lose  money  at  those 
prices."  Everyone,  that  is,  but  Dirks, 
who  admits  he  never  looked  at  the 
policy  rates. 

The  Teamster  business  was  worse. 


L.A.  Life  paid  out  $700,000  more 
in  claims  than  it  earned  in  premiums. 
It  seems  the  Teamsters  were  a  sickly 
lot.  When  they  got  laid  off  or  went 
on  strike,  the  men  knew  they  could 
get  more  in  disability  claims  than 
from  unemployment  or  strike  funds, 
and  that  made  them  sick  as  hell.  Says 
a  former  L.A.  Life  executive:  "You 
ever  hear  of  anyone  making  money 
off  Teamsters?" 

What  about  those  valuable  mailing    * 
lists  both  accounts  had  brought?  Alas, 
underpricing    the    basic    policies    put 
L.A.   Life   out  of  business   before   it 
could  profit  from  either  of  them. 

The  management  brain  behind  all 
this  was  President  Robert  Redfeam, 
42,  a  glib,  aggressive  former  CNA 
salesman.  It's  hard  to  see  what  he 
did  right.  In  taking  on  the  key 
LACEA  account,  for  example,   Red- 


He  was  projecting 

earnings  of  $55  a 

siiare  but  ttie 

company  went  broke. 


fearn  paid  an  agent's  fee  to  Floyd 
Kops,  the  contact  who  brought  both 
the  Los  Angeles  Employees  Associa- 
tion and  Ray  Dirks  to  L.A.  Life. 

Problem  was,  Kops  was  not  the 
union's  agent;  payments  were  stopped 
when  the  union  screamed  about  the 
misrepresentation.  But  that  was 
$110,000  later-$  110,000  that  L.A. 
Life  didn't  have  to  spare. 

Every  dollar  of  cash  reserves  was 
critically  important  to  L.A.  Life.  It 
needed  ever-expanding  cash  assets  to 
balance  the  liabilities  it  was  getting 
by  signing  up  new  policies.  In  the  end 
it  was  the  lack  of  cash  that  finally 
brought  down  the  company,  despite 
two  desperate  attempts  by  Redfeam 
as  CEO  to  keep  it  afloat.  Both  moves 
only  made  matters  worse. 

Redfeam  paid  $5.8  million  for  a 
Wilshire  Blvd.  headquarters  building, 
hoping  to  benefit  from  the  California 
law  permitting  insurance  companies 
to  deduct  local  property  taxes  from 
state  obligations.  Terms  of  the  deal 
were  incredibly  bad  for  L.A.  Life.  The 
seller  and  second  mortgage  holder 
was  also  the  building  manager.  If  the 
manager  didn't  keep  the  building  full, 
the  seller  could  repossess  when  L.A. 
Life  defaulted  on  payments.  Which— 
surprise— is  how  it  worked  out.  Loss 
to  L.A.  Life:  close  to  $1  million. 

Redfeam  then  bid  to  acquire  re- 
serve-rich Great  Columbia  Life  Insur- 
ance Co.   of  Richland,  Wash.  When 


the  California,  Insurance  Department 
moved  in  for  the  required  audit,  they 
found  L.A.  Life  operating  with  re- 
serves $1  million  below  the  legal 
limit.  Dirks  claims:  "The  figures 
weren't  faked;  they  were  just  fudged." 

Forget  the  merger,  the  state  said, 
and  ante  up  cash  to  build  reserves 
to  the  legal  limit.  Paul  Mavis  and  the 
other  directors  kicked  in  the  money— 
and  kicked  out  Redfeam.  When  a  new, 
unfudged  financial  statement  revealed 
a  further  $700,000  reserve  shortage, 
the  directors  threw  in  the  towel.  They 
refused  to  come  up  with  any  addi- 
tional money.  Trading  in  the  stock  was 
stopped,  and  the  state  is  now  running 
L.A.  Life  in  receivership. 

Ex-President  Redfeam  isn't  talking 
these  days  about  his  experiences  with 
L.A.  Life.  The  company  filed  a  $5- 
million  malfeasance  suit  against  him, 
and  the  Los  Angeles  County  district 
attorney  says  "one  or  more"  company 
oflBcers  are  under  investigation  for  pos- 
sible violations  in  connection  with 
those  fudged  financial  statements. 
Chairman  Mavis,  who  divides  his  time 
between  South  Bend,  Los  Angeles  and 
the  French  Riviera,  claims  he  plumb 
wasn't  paying  attention  to  what  Red- 
feam was  up  to. 

As  for  Dirks,  he  lost  his  Dirks  Bros. 
company  but  not  his  apparent  in- 
nocence. L.A.  Life,  to  hear  him  tell  it, 
was  the  faidt  of  all  those  other  guys. 
"L.A.  Life's  actuary  told  me  they'd 
make  money  on  those  cases,"  he  says, 
"and  the  California  Insurance  Depart- 
ment was  responsible  for  regulating 
the  company,  and  Mavis  had  $30  mil- 
lion to  back  it  if  he  wanted  to."  About 
the  $55  per  share  Dirks  was  projecting 
at  a  time  when  the  company  had  ac- 
tual earnings  of  only  a  few  cents:  "I 
guessed,  and  I  was  wrong."  About  his 
continual  effusive  praise  for  Red- 
feam: "He  wasn't  your  ordinary  drum 
beater."  About  all  that  unprofitable 
business:  "Even  National  Liberty  and 
Union  Fidelity  ended  up  losing  money 
on  mass  merchandising.  .  .  ." 

The  Transformation 

Dirks  went  on  to  Delafield  Childs 
and  uncovered  Equity  Funding.  Dirks 
pushed  Equity  Funding,  too,  but  in 
the  end  he  transformed  himself  from 
promoter  to  public  protector  by  finger- 
ing the  bad  guys  and  jumping  to  the 
right  side.  At  L.A.  Life,  the  company 
fell  apart  before  he  could  jump. 

Five  months  ago  Dirks  vowed  to 
grow  his  beard  till  he  was  cleared  of 
wrongdoing  in  the  Equity  Funding 
case.  A  week  ago,  with  whiskers  down 
to  his  Adam's  apple.  Dirks  proclaimed 
himself  cleared,  and  shaved.  Too  bad. 
It  looks  like  he'll  have  to  start  growing 
that  beard  all  over  again  while  he  tries 
to  explain  away  L.A.  Life.  ■ 
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Out  of  the  Frying  Pan? 

SCM  is  back  in  the  biacfc,  but  wfiere 

does  it  all  go  from  here?  Of  all 

places,  it  is  moving  deeper  into  Xerox'  turf. 


Aided  by  the  boom  and  by  some  very 
hardheaded  pruning,  Paul  Elicker  has 
succeeded  in  getting  SCM  Corp.  firm- 
ly into  the  black.  That  had  been 
Elicker's  assignment  when  the  board 
of  the  ailing  conglomerate  moved  him 
up  to  replace  Emerson  (Bud)  Mead 
as  SCM's  president  and  chief  execu- 
tive at  the  end  of  1971. 

Over  the  three  fiscal  years  through 
June  1972,  SCM  lost  money  (after 
write-offs)  in  spite  of  sales  that  av- 
eraged close  to  $900  million  a  year. 
But  this  year,  on  sales  just  short  of 
$l-billion,  SCM  was  solidly  but  un- 
spectacularly  in  the  black,  with  earn- 
ings of  $18  million— or  $2  a  share. 

As  a  stock,  however,  SCM  remains 
in  the  doghouse,  where  it  has  rusticat- 
ed for  nearly  four  years  now  after  sell- 
ing as  high  as  83  in  the  mid-Sixties. 
At  a  recent  price  of  12,  the  stock  was 
selling  at  only  6  times  earnings. 

Where  the  Future  Lies 

What's  wrong?  Essentially,  the 
problem  is  that  investors  remain  skep- 
tical about  SCM's  long-range  future. 
In  many  ways,  SCM  is  a  veritable 
grab  bag  of  a  company.  It  makes  of- 
fice copiers  and  portable  typewriters; 
Glidden  paint;  Durkee  food  prod- 
ucts; Procter-Silex  appliances  and  pa- 
per and  chemicals.  Only  in  portable 
typewriters  is  SCM  the  market  lead- 
er. Where  does  SCM  go  from  here? 

What  Paul  Elicker  has  done,  es- 
sentially, is  to  get  rid  of  money-losing 
lines  that  were  draining  off  the  prof- 
its of  other  divisions.  He  dumped 
the  domestic  vacuum  cleaner  opera- 
tion and  standard-sized  typewriters. 
He  closed  down  calculator  manufac- 
turing and  switched  to  the  distribu- 
tion of  several  outside-made  prod- 
ucts. In  all,  he  cut  SCM's  payroll 
from  33,500  to  28,300.  When  calcu- 
lators break  into  the  black  in  the 
months  ahead,  his  only  remaining 
money-loser  will  be  copiers,  where 
SCM  was  once  a  hot  contender. 

Since  drastic  cutbacks  can  only  be 
carried  so  far  and  since  SCM's  pros- 
pects are  moderate  at  best  in  the  re- 
maining lines,  Elicker  now  faces  an 
even  more  difficult  problem  than  the 
one  he  has  solved.  In  his  own  words: 
"Any  growth  SCM  achieves  must 
come  from  a  flow  of  new  products." 

Elicker's  biggest  hope  in  tLis  di- 
rection is  in— of  aU  places— the  copier 
field,  firmly  dominated  by  Xerox. 
SCM  makes  only  coated-paper  cop- 
iers,  and  sales   of  coated-paper  ma- 


chines are  losing  ground  to  Xerox' 
plain-paper  models.  That's  why  SCM 
is  sinking  deeper  into  the  red  on  cop- 
iers each  year;  it  lost  around  $3 
million  on  them  in  fiscal  1973,  rough- 
ly one-third  more  than  the  year  be- 
fore. "We  have  no  long-range  future 
in  coated-paper  copiers,"  admits  Elick- 
er. If  SCM  is  to  achieve  a  full  profit 
recovery,  it  must  get  into  Xerox-type 
plain-paper  copiers.  Either  that,  or 
get  out  of  copiers  altogether. 

Ehcker,  a  former  management  con- 
sultant who  has  been  at  SCM  for  17 
years,  refuses  to  consider  getting  out; 
copiers  are,  after  all,  SCM's  only  true 
growth  business.  He  is  determined 
to  stick  it  out  in  copiers,  the  mount- 
ing losses  notwithstanding,  until  he 
can  get  a  plain-paper  machine  on  the 
market.  But  he  and  his  colleagues  ad- 
mit that  they  are  late,  very  late, 
especially  now  that  IBM  has  entered 
the  market.  SCM's  machine,  being 
developed  jointly  with  two  Japanese 
companies,  will  not  be  ready  until 
sometime  in  1975. 

SCM's  plain-paper  copier  could  also 
run  into  heavy  legal  flack  from  Xerox. 
Xerox  has  hundreds  of  patents  sur- 
rounding plain-paper  copying,  and 
anyone  who  ventures  into  the  field  is 
asking  for  a  lawsuit.  Even  if  it  can't 
prevent  SCM  from  seUing  plain-paper 
copiers,  it  could  be  awarded  patent 
royalties  that  would  seriously  limit 
•  the  profits  from  SCM's  machines.  Rec- 
ognizing this  possibility,  SCM  has  at- 
tacked first;  it  filed  suit  on  July  31 
to  try  to  wedge  a  hole  through  Xerox' 
patent  thicket.  But,  of  course,  the  suit 
could  drag  on  for  years. 

What's  more,  SCM's  copier  doesn't 
seem  likely  to  have  much  going  for  it 
in  the  way  of  special  customer  ap- 
peal. It  will  feature  a  belt  arrange- 
ment, as  opposed  to  the  drum  used 
in  Xerox'  machines,  but  that  will  be 
primarily  a  technical  difference— one 
that  could  lessen  future  patent  trou- 
bles with  Xerox.  Elicker  says  the  belt 
won't  add  any  pluses  for  customers. 

So  why  does  Paul  Elicker  insist  on 
staying  with  the  copier  business?  One 
guess  is  that  he  is  prognosticating 
that  the  Justice  Department  will  not 
permit  Xerox  and  IBM  to  walk  off 
with  the  entire  business,  that  there 
will  have  to  be  at  least  one  successful 
also-ran  and  that  SCM  could  well  fill 
the  role.  With  Japanese  technology 
behind  him  and  with  SCM's  sales  and 
service  network  and  its  healthy  cash 
flow  from  the  slow  but  steady  parts 


SCM's  old  products  are  slow  growers, 
so  new  ones,  like  its  cartridge  type- 
writer ribbon,  are  a  must. 


of  SCM,  his  company  would  seem  to 
have  a  better  chance  of  making  it  than 
such  other  contenders  as  Addresso- 
graph  Multigraph  and  Minnesota 
Mining.  On  that  basis,  Elicker  would 
seem  to  be  taking  a  fairly  healthy 
but  by  no  means  foolish  gamble.  ■ 
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Goodbye  Philly,  Hello  Detroit 

With  that  tune,  the  long-ailing 

Budd  Co.  is  starting  to  make  fiscal  music. 


"Frankly,  I'd  rather  be  in  Philadel- 
phia," are  the  words  said  to  be  in- 
scribed on  W.C.  Fields'  tombstone. 
Until  two  years  ago,  the  men  running 
the  Budd  Co.  put  Philly  much  higher 
on  their  scale  of  preferences.  Budd's 
money  came  from  the  wheels,  brakes 
and  frames  its  automotive  division 
made  in  Detroit.  But  Budd's  heart  be- 
longed to  Philly,  where  it  manufac- 
tured sleek  stainless  steel  railway  cars. 
Says  Gilbert  Richards,  who  just  com- 
pleted his  second  year  as  Budd's  chief 
executive  officer:  "It's  easy  to  photo- 
graph a  shiny  new  railcar.  It's  a  lot 
harder  to  romance  a  fender." 

Richards  should  know.  Starting  in 
1959  he  spent  13  years  in  Budd's  au- 
tomotive division,  the  last  three  as 
president.  To  a  blunt-spoken  prag- 
matist  like  Richards,  auto  components 
are  beautiful  because  they  have  al- 
ways made  money  for  the  company. 

Finally,  Richards  and  like-minded 
Buddmen  had  their  way.  In  1972  the 
company  moved  its  headquarters  to 
Troy,  Mich.,  just  outside  of  Detroit. 
The  results  have  been  dramatic. 

By  last  year  automotive  products 
were  contributing  83%  of  sales  and 
93%  of  profits.  Budd's  return  on  equity 
jumped  from  2.7%  to  10.2%.  In  the  first 
half  of  1973  Budd  earned  as  much  as 
in  all  of  1972.  Profits  for  the  full  year 
could  be  around  $2.90  a  share. 

"The  Budd  Co.  never  made  mon- 
ey, but  they  were  great  pioneers," 
says  Harold  Strickland,  a  longtime 
Buddman  who  now  is  president  of 
General  Signal.  Edward  Budd  Sr., 
the  inventor  who  founded  the  com- 
pany in  1912,  was  an  aristocrat  among 
engineers.    When    the    company    was 


building  cargo  plane  fuselages  during 
World  War  II,  Mr.  Budd  was  taken 
aback  by  the  suggestion  that  alumi- 
num would  be  a  more  practical  mate- 
rial than  stainless  steel.  "We  who  work 
in  metals  do  not  think  of  aluminum 
as  a  metal,"  he  said. 

Like  Father,  Like  Son 

His  son,  Ed  Budd  Jr.,  who  headed 
the  company  between  1946  and  1967, 
was  even  more  of  an  aristocrat.  He 
felt  more  at  home  on  the  Main  Line 
than  on  the  assembly  line.  Frank 
Hatch,  a  New  York  money  manager 
who  has  followed  the  company  for 
over  20  years,  remembers  the  late  Ed 
Budd  Jr.  as  a  "fine,  gentle  person.  But 
the  automotive  business  is  a  rat  fight. 
Mr.  Budd  couldn't  make  the  hard  de- 
cisions or  go  against  the  traditions  of 
his  father." 

One  of  those  traditions  was  rail- 
roads. Unfortunately,  it  was  an  expen- 
sive hobby.  Between  1967  and  1970 
Budd's  railcar  division  lost  $27.4  mil- 
lion. For  a  while,  the  absence  of  prof- 
its was  overshadowed  by  the  sudden 
glamour  of  mass  transit.  In  1967 
enough  brokers  got  excited  about  sub- 
way cars  to  push  Budd's  stock  up  to  a 
peak  of  $64  a  share.  "Yet  railcars  were 
only  15%  of  Budd's  business  and  los- 
ing money,"  says  Frank  Hatch.  "That's 
some  of  your  Wall  Street  analysts  for 
you."  Budd  is  still  waiting  for  $5  mil- 
lion on  the  50  Metroliner  cars  it  de- 
livered to  Penn  Central  in  1968. 

Gil  Richards,  who  was  executive 
vice  president  for  nine  months  before 
becoming  CEO  in  October  of  1971, 
deserves  much  of  the  credit  for  break- 
ing the  money-losing  railroad  connec- 


No  longer  sidetracked  by  railcar 
losses,  Budd's  CEO  Gif  Richards 
is  heading  for  record  earnings. 


tion.  Richards,  57,  is  a  longtime  auto 
man  who  likes  to  walk  the  assembly 
lines  chatting  with  the  workers. 
He  used  to  wince  every  time  he  saw 
Detroit  profits  diverted  away  from 
the  auto  business.  "I  could  damn  well 
disagree,"  he  says,  "but  we  didn't 
make  the  final  decisions." 

Now  that  Richards  is  the  man  the 


He/ping  Hand 


If  the  utilities  can't  provide  power,  says  Milton 
Musicus,  why  government  will  have  to  lend  a  hand. 
This  may  sound  like  socialism,  but  is  it? 


It's  hard  to  know  whether  Milton 
Musicus  is  talking  about  socialistic- 
capitalism  or  capitalistic-socialism,  but 
his  ideas  do  make  a  certain  amount 
of  hard  common  sense.  Musicus,  60, 
is  head  of  New  York  City's  giant 
Municipal  Service  Administration— a 
superagency  involved  in  public  works, 
purchasing,  real  estate— and  chairman 
of     the     Mayor's     Interdepartmental 


Committee  on  Public  Utilities. 

Rightly  so,  Musicus  is  worried 
about  the  city's  supply  of  electricity. 
He  is  afraid  Consolidated  Edison, 
squeezed  between  low  earnings  and 
high  interest  costs,  will  simply  be  un- 
able to  raise  the  money  it  needs  to 
keep  up  with  the  city's  power  de- 
mands. Considering  that  the  amount 
needed  is  $3  billion  over  the  next  four 


years,  Musicus  certainly  has  a  point. 

Musicus  wants  the  state  govern- 
ment to  step  in  to  provide  some  of 
the  money  required  to  finance  some 
of  the  power  facilities  the  city  will 
certainly  need.  Musicus,  a  lifelong 
civil  servant  and  onetime  aide  to  Gov- 
ernor Nelson  Rockefeller,  has  already 
worked  out  a  similar  deal  for  all  ma- 
jor city  ho.spital  construction. 

Two  years  ago,  Musicus  and  the 
city  made  a  start.  They  persuaded  the 
New  York  Legislature  to  authorize  the 
New  York  State  Power  Authority, 
which  runs  the  state's  hydro  facilities 
on  the  St.  Lawrence  River,  to  build 
power  plants  for  the  New  York  sul)- 
way  system,  heretofore  served  by  Con 
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Body  By  Budd.  Last  year  Budd  was  the  fop  U.S.  producer  of  aufo  body  parfs. 


board  listens  to  when  it  decides  where 
the  money  goes,  he  has  spent  $125 
miUion  on  upgrading  Budd's  auto 
parts  plants.  It  was  hardly  a  hasty 
move.  "One  day  my  secretary  came 
back  from  lunch  and  found  a  piece  of 
the  ceiling  had  fallen  on  her  desk. 
Some  of  the  factories  hadn't  been 
painted  inside  for  50  years.  Now 
they're  a  psychedelic  dream." 

Richards  doesn't  claim  that  paint- 
ing the  machinery  pink,  green  and 
lavender  has  eliminated  all  absentee- 
ism. "It's  a  problem  of  life  today,"  he 
says.  "But  I  do  know  this.  Five  years 
ago  our  Gary  auto  parts  plant  was 
losing  maybe  $9  million  a  year.  This 
year  it's  going  to  make  twice  that.  It 
was  losing  money  because  of  absentee- 
ism and  because  for  many  years  we 
had  damn  bad  management.  The  peo- 
ple didn't  have  any  pride  or  morale. 

"What  the  hell,"  he  continues, 
"when  your  customers  can  make 
everything  you  sell  them,  you  have  to 
rely  on  people.  I  think  we've  proven 
now  that  when  we  make  a  contribu- 
tion up  and  down  the  line  to  our 
customers  they'll  stay  with  us." 

This  wasn't  always  the  case.  Chrys- 
ler, once  Budd's  biggest  customer, 
switched  to  in-house  body  parts  con- 
struction in  1954,  when  it  acquired 
Briggs  Manufacturing  Co.  Richards  is 
outspoken  about  the  reason:  "Chrysler 
lost  faith  in  us.  If  I'd  been  at  Chrysler 


at  the  time,  I  would  have  done  the 
same  thing.  Now  we're  going  back 
up  again."  To  help  mend  fences,  form- 
er Chrysler  Vice  Chairman  Virgil 
Boyd  was  recently  elected  to  Budd's 
board  of  directors.  Moving  corporate 
headquarters  to  Detroit— a  condition 
of  Richards'  accepting  the  presidency 
—has  also  helped  cement  loyalties 
among  auto  men. 

Richards  has  made  other  changes, 
too.  One  of  his  first  moves  as  CEO 
was  to  eliminate  the  unprofitable  pas- 
senger wheel  division.  Instead  he  is 
concentrating  on  truck  wheels,  a  mar- 
ket that  is  growing  three  times  as 
fast  as  passenger  cars.  Truck  com- 
ponents, including  the  bodies  for  all 
Ford  Econovans,  now  are  over  40%  of 
Budd's  automotive  business. 

With  the  acquisition  of  Cindy  Man- 
ufacturing in  1968,  Budd  also  became 
a  major  factor  in  the  truck  trailer 
business.  This  is  an  ironic  and  some- 
what sore  point  with  Richards.  Budd's 
many  patents  on  stainless  steel  construc- 
tion gave  the  company  a  head  start 
on  the  entire  industry.  "We  could  have 
had  plants  up  and  down  the  land," 
says  Richards,  "but  after  World  War 
II  management  wanted  to  get  out  of 
that  business.  My  predecessor  in  the 
automotive  division  was  vehemently 
opposed.  So  management  hired  some 
damn  consultant,  and  the  next  thing 
we  knew  all  our  trailer  patents  were 


sold  to  Fruehauf.  It  was  incredible, 
but  they  did  it."  Last  year  Fruehauf's 
income  was  double  that  of  Budd. 

Before  Richards  became  president, 
Budd  had  been  content  to  limit  its 
overseas  activities  to  licensing  patents 
on  the  all-steel  body.  Licensees  in- 
cluded Peugeot,  Citroen,  Fiat, 
BMW,  Volvo  and  Volkswagen.  "It 
didn't  take  a  real  genius  to  see  that 
we  should  be  going  for  more  than 
licensing  arrangements,"  says  Rich- 
ards. "We  feel  we  should  hold  equity 
positions  in  these  countries." 

Would  You  Believe  It? 

By  1978  Richards  wants  to  see  the 
international  division  generate  35%  of 
total  revenues,  which  means  foreign 
business  will  have  to  double.  To  this 
end,  Richards  has  put  all  the  overseas 
subsidiaries  together  under  a  group 
vice  president  and  made  them  a  sin- 
gle profit  center.  "What  we've  done 
for  the  first  time  in  this  company's 
history— and  this  again  is  a  believe-it- 
or-not  by  Ripley— is  to  make  a  five-year 
plan.  We  never  had  one  in  this  com- 
pany until  last  year.  We  had  'em  in 
the  automotive  division." 

This  year,  for  the  first  time  in  Gil 
Richards'  memory,  every  area  of 
Budd's  business,  both  domestic  and 
foreign,  is  profitable.  "Every  single  fac- 
et," he  says  with  satisfaction.  "Every 
single  plant."  Does  this  mean  that 
Budd  is  through  with  cyclical  ups  and 
downs?  Frankly,  no.  With  83%  of  1972 
sales  and  93%  of  earnings  tied  to  the 
automotive  industry,  its  performance 
will  continue  to  fluctuate  with  that 
industry.  To  make  the  bumps  a  little 
smoother,  Richards  hopes  to  diversify 
horizontally,  particularly  through  ac- 
quisitions in  the  truck  aftermarket. 

Glamorous  it  isn't,  but  Gil  Richards 
may  be  right  in  thinking  that  a  steady 
date  with  plain-Jane  Detroit  is  a  lot 
more  satisfying  than  getting  nowhere 
with  an  aging  tease  from  Philly.   ■ 


Edison.  Now  Musicus  would  like  to 
go  a  step  further.  He  would  have  the 
Authority  build  power  plants  to  sup- 
ply various^  city  nonprofit  institutions 
as  well— city  hospitals  and  public 
housing  developments,  municipal 
buildings.  He'd  go  even  further  still 
if  he  could:  He'd  like  the  Power 
Authority  to  handle  the  planning  for 
the  entire  state's  power  facihties,  with 
the  right  to  build  power  plants  any- 
where in  the  state  if  the  local  utility 
lacked  the  resources  to  do  the  job. 

A  step  toward  government  takeover 
of  the  power  industry?  Not  neces- 
sarily. Musicus  sees  no  reason  why 
state-built  power  plants  should  not 
be   leased    to    and   operated    by   the 


local  utilities  just  as  they  now  lease 
and  operate  gas  turbine  power  plants. 

"How  you  make  capital  improve- 
ments," Musicus  says,  "and  how  much 
money  you  spend  on  them  will  in  the 
next  few  years  determine  the  rates 
you  pay  for  the  product.  So  if  I  could 
get  that  money  borrowed  by  a  state 
agency  at  J2  of  1%  or  1%  less,  that's 
money  in  the  pockets  of  our  consum- 
ers, and  that  makes  the  city  just  that 
much  more  attractive  to  industry." 

There  is  another  and  even  more 
controversial  aspect  to  Musicus'  plan. 
The  building  of  new  power  plants  in 
New  York  City— and  elsewhere— is 
stymied  by  local  objections.  Under- 
standably, local  politicians  are  respon- 


sive to  such  objections.  By  vesting  re- 
sponsibility for  the  power  plants  in  the 
state  government,  ttie  question  of  sit- 
ing could  be  taken  out  of  the  realm  of 
local  politics.  This  is  a  tactic  already 
used  by  the  Federal  Government  in 
the  case  of  nuclear  power  plants. 
Congress,  moreover,  is  considering  ex- 
tending the  tactic  to  prevent  states 
from  outlawing  strip  mines  or  deep 
water  ports  or  oil  refineries.  It  is  a 
way  of  assuring  that  local  govern- 
ment cannot  indulge  in  its  natural 
propensity  to  favor  local  feelings  over 
the  needs  of  the  wider  community. 

Musicus  denies  this  is  what  he  is 
aiming  at.  He  does  not  deny,  however, 
that  this  could  well  be  the  result.  ■ 
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The  Money  Men 


Is  Investment  Advice  Worthless? 


V 


Poor  Wall  Street!  So  many  nails  in  her  coffin,  and  now 
comes  a  Princeton  professor  who  seeks  to  drive  in  another 
giant  spike. 

We  have  just  come  from  talking  with  Professor  Burton 
G.  Malkiel,  41,  who  runs  Princeton's  Financial  Research 
Center  and  is  a  director  of  the  giant  Prudential  Insurance 
Co.  Malkiel  is  a  graduate  of  Harvard  Business  School  and 
has  a  Ph.D  in  economics  from  Princeton.  He  is  also  an  ex- 
perienced investment  man.  Between  getting  his  MBA  and 
Ph.D  he  worked  in  Wall  Street  as  an  analyst  at  Smith, 
Barney;  and  he  claims  (though  reluctant  to  give  any 
figures)  to  have  been  an  exceptionally  successful  investor 
for  his  own  account. 

If  Malkiel  is  right— and  he  cites  reams  of  computer  print- 
outs—Wall Street's  lucrative  money  management  business 
may  go  the  way  of  its  once-lucrative  brokerage  business. 
The  future  may  belong  to  outfits  like  Batterymarch 
(  Forbes,  May  1 ) ,  which  proposes  to  invest  in  the  aver- 
ages, charge  minimal  fees  and  never  trade.  Where  then 
will  be  the  stockbrokers'  yachts? 

Let  us  quote  a  few  of  the  rougher  paragraphs  from  a 
book  Malkiel  has  just  written:* 

"No  scientific  evidence  has  yet  been  assembled  to  indi- 
cate that  the  investment  performance  of  professionally 
managed  portfolios  as  a  group  has  been  any  better  than 
that  of  randomly  selected  portfolios."  (For  Forbes'  ex- 
periments in  this  department,  see  page  30. ) 

"...  a  random  guess  will  enable  you  to  predict  the  next 
market  move  with  the  same  (or  higher)  degree  of  accuracy 
than   the   estimate  provided  through   either   technical  or 

fundamental  analysis." 

"...  people  have  suggested 

that  the  yo-yos  who  run  the 
big  mutual  funds  are  the 
odd-lotters  of  today ...  in- 
vestors should  look  at  what 
they  are  doing  and  then  do 
the  opposite." 

Fundamental,  down-to- 
earth  Ben  Graham-type  anal- 
ysis fares  no  better  from 
Malldel's  biting  pen  and  busy 
computer: 

"Bluntly  stated,  the  care- 
ful earnings  estimates  of  se- 
curity analysts  (based  on  in- 
dustry studies,  plant  visits, 
interviews  with  management, 
etc.)  do  little  if  any  better 
than  those  that  would  be  ob- 
tained by  simple  extrapola- 
tion of  past  trends,  which  .  .  . 
(as  all  random  walkers 
know)  are  of  no  help  at  all." 

Interviewed  by  Forbes  in 
his  Princeton  office,  Malkiel 
explained  that  he  is  a  ran- 
dom-walk theorist.  Malkiel 
explains  the  theory  in  these 
terms:  "Random  walk  as- 
sumes that  what  is  known 
about  a  stock  is  already  re- 
flected in  the  price.  The  next 
move    cannot    be    predicted, 
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because  no  one  can  predict 
what  will  come  next  to  in- 
fluence the  price.  Under 
these    circumstances,    public  - ,    . 

knowledge  is  just* as  effective  ^|--i 

as  the  use  of  charts  and  pro-  ^.  \  j 

fessional  investment  advice."  'WJ-'  '■ 

The  theory  says  that  like  a 
walker  wandering  randomly 
here  and  there,  stock  prices 
move  wherever  they  are 
pushed  by  the  manifold  in- 
fluences that  affect  them:  in- 
terest rates;  news,  both  busi- 
ness and  political;  psycholog- 
ical expectations;  even  the 
weather.  To  switch  meta- 
phors, stock  prices  do  not 
have  a  life  of  their  own,  but, 
like  dead  leaves,  go  wherever 

the  breezes  and  the  winds  and  tempests  blow  them.  Whither 
they  will  blow,  you  cannot  predict  by  studying  the  leaves. 
Thus  no  man— or  computer— can  predict  stock  prices. 

How  about  following  trends?  Forget  it,  says  Malkiel.  If 
you  toss  a  coin  four  times,  and  it  comes  up  heads  four 
times  it  would  show  on  the  chart  as  a  nice  uptrend.  But 
in  spite  of  the  four  heads,  there  is  a  50%  chance  that  the 
next  toss  will  come  up  tails. 

Random  walk  is  an  old  theory,  more  than  50  years  old. 
But  its  precepts  could  not  be  tested  properly  until  the 
computer  came  along.  Malldel's  anti-Wall  Street  argu- 
ments are  backed  by  solid  computer  studies.  Random 
portfolios  were  constructed  and  then  tested  against  mutual 
fund  portfolios,  against  analysts'  predictions,  against  tech- 
nical and  charting  theories.  (The  only  possible  use  one 
study  found  for  charts  was  that  you  could  have  made  a 
little  money  under  some  circumstances  by  selling  when 
the  charts  said  buy. ) 

"If  those  technicians  with  their  charts  and  the  money 
managers  using  fundamental  analysis  are  really  so  good, 
why  aren't  they  beating  the  averages?"  Malkiel  asks  rhe- 
torically. "Look,  the  market  as  a  whole  was  down  10%  in 
the  first  half  of  the  year,  but  the  growth  funds  were  down 
25%."  Sure,  these  are  unpredictable  times,  Malkiel  con- 
cedes, but  that  is  when  people  need  the  professionals.  Who 
needs  them  when  the  market  is  going  straight  up? 

Not  So  Random 

Now,  here's  the  funny  thing  about  Professor  Malkiel. 
He  beheves  stock  prices  are  unpredictable.  Yet  he  does 
think  that  an  individual  investor  can  take  a  purposeful 
walk  on  Wall  Street.  The  most  sensible  way  for  most 
people,  he  says,  is  by  investing  in  a  no-load  mutual  fund 
or  even  a  closed-end  fund  selling  at  a  nice  discount. 
Avoid  funds  that  chum  their  portfolios,  he  says;  buying 
and  holding  with  occasional  pruning  is  the  policy  that 
the  computers  show  works  the  best.  The  advantage  of  the 
fund  is  not  its  professional  management,  however.  The 
advantages  are  diversification  and  low  cost.  Actually,  he 
says,  the  ideal  fund  for  the  average  guy  does  not  exist.  It 
should  be  a  no-load  fund  that  simply  invests  in  the  mar- 

*A  Random  Walk  Down  Wall  Street,  to  be  published  this  month  by 
W.W.  Norton  ($7.95),  a  provocative  and  highly  readable  guide  to  the 
opportunities— and  limitations— of  common  stock  investing. 
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ket  averages  and  does  little  or  no  trading. 

But  if  the  random-walk  theory  is  correct,  why  bother 
with  the  stock  market?  Why  not  buy  bonds  or  pay  oflF  the 
mortgage  on  your  home?  Even  without  today's  high  in- 
terest rates,  you  could  get  6%  with  safety— enough  to  keep 
you  a  bit  ahead  of  inflation.  So  why  send  your  hard- 
earned  money  on  a  random  walk  in  the  stock  market? 

Malkiel's  reply  is  not  entirely  convincing.  He  cites  those 
familiar  studies  which  supposedly  show  that  over  long 
periods  of  time,  stocks  earn  9%.  But  just  because  stocks  re- 
turned 9%  in  the  past  doesn't  mean  they  will  do  so  in  the 
future.  Any  random  walker  knows  that. 

That  9%  figure  is  misleading  for  another  reason.  It  is 
true  only  over  the  long  term,  and  as  a  man  who  loves  to 
quote  John  Maynard  Keynes,  Malkiel  knows  what  Keynes 
had  to  say  about  the  long  term.*  For  most  of  us,  includ- 
ing, we  suspect,  Professor  Malkiel,  ten  years  is  a  long 
time.  Over  the  past  ten  years,  an  investment  in  the  Stan- 
dard &  Poor's  500  stock  index,  dividends  included,  yielded 
an  average  rate  of  only  3.52%,  not  9%.  Hardly  worth  the 
risk,  considering  all  the  sinking  spells  in  between. 

Carrying  Professor  Malkiel's  theory  to  its  logical  con- 
clusion, the  sensible  advice  might  well  be:  If  the  only 
kind  of  walk  you  can  take  is  a  random  walk,  stay  home. 

And  here  is  another  curious  thing  about  Malkiel.  He 
admits  he  loves  playing  the  stock  market  and  picking 
stocks,  and  claims  he  does  quite  well  at  it. 

The  reason  for  that,  he  replies,  is  that  he  is  a  modified 
random  walker.  He  sees  a  small  hole  in  the  theory.  The 
hole  is  that  the  stock  market  is  not  a  perfect  machine  for 
registering  hopes  and  fears,  expectations  and  facts. 

"Stocks,"  he  concedes,  "can  get  too  much  out  of  favor, 

°He  said:  "Over  the  long  term  we  shall  all  be  dead." 


especially  in  a  two-tier  market  like  the  one  we  have  now. 
A  dyed-in-the-wool  random  walker  would  say  that  if  that 
were  so,  it  still  wouldn't  matter  which  stock  you  picked 
using  such  a  psychological  approach  to  look  for  values. 
But  I  don't  agree." 

For  example,  Malkiel,  the  modified  random  walker,  says 
he  bought  Deere  &  Co.  a  number  of  months  ago.  It  was 
selling  for  8  times  earnings.  He  made  a  nice  profit  in  a 
declining  market  when  investors  recognized  that  Deere 
would  be  a  big  beneficiary  from  the  boom  in  food  prices 
and  food  production.  Deere  was  no  random  selection. 

Malkiel  also  cites  Pinkerton's  (which  he  recently  sold)  and 
Tampax  as  two  of  his  personal  investing  successes.  The  one 
grew  from  his  observation  that  many  of  his  friends  in 
Princeton  were  having  their  homes  broken  into;  the  other 
from  girl-watching  during  his  lunch  hours  on  Wall  Street. 
He  acted  on  both  before  the  market  had  fully  reflected  the 
growth  potential  in  the  stocks.  Nothing  random  there. 

For  the  rest,  Malkiel  gives  investors  quite  conventional 
advice:  Seek  overlooked  growth  stocks;  diversify;  don't 
trade  and  switch  frequently;  cut  your  losses  and  let  your 
profits  run;  and  be  humble— genius  in  the  stock  market  is 
probably  a  matter  of  luck. 

As  Forbes'  William  Reddig  was  strolling  with  Malkiel 
across  the  Princeton  campus,  Malkiel  was  accosted  by  an 
academic  colleague.  "Shall  I  sell  my  whosis  mutual  fund?" 
the  colleague  asked.  "It's  doing  lousy." 

True  to  his  random- walk  principles,  Malkiel  replied: 
"Don't  let  the  fact  that  it  has  bombed  in  the  past  tell  you 
anything  about  how  it  will  do  in  the  future."  It's  interest- 
ing, though,  that  Malkiel  talks  like  a  random  walker  but 
invests  like  the  most  purposeful  of  fundamentalists.  A 
modified  random  walker?  Aren't  we  all?  ■ 


Hold  that  Dart! 

It  is  surprising— or  maybe  it  isn't— that  even  dyed-in-the- 
wool  random  walkers  don't  agree  on  what,to  do  about  the 
stock  market.  James  H.  Lorie  is  the  father  of  modem  ran- 
dom-walk analysis.  A  professor  of  business  administra- 
tion at  the  University  of  Chicago's  Graduate  School  of 
Business,  he  co-authored  an  article  in  1964:  Rates  of  Re- 
turns on  Investments  in  Common  Stocks.  This  was  the  first 
extensive  statistical  support  given  to  the  idea  that  dart- 
board  investing  is  just  as  good  (or  just  as  bad)  as  deep- 
think  security  analysis. 

But  Lorie  differs  with  Burton  MaUciel  on  what  to  do 
about  it.  Malkiel  writes  off  almost  all  kinds  of  investment 
advice  (except  his  own),  but  Lorie  thinks  one  particular 
type,  investqaent  counseling,  has  a  big  future. 

In  his  latest  book.  The  Stock  Market:  Theories  and  Evi- 
dence,* Lorie  comes  out  strongly  against  dart-throwing 
per  se.  He  agrees  it  does  not  matter  which  particular 
stocks  an  individual  buys,  but  what  does  count  is  the 
type  of  stocks  he  buys. 

"Investment  policy,"  Lorie  says,  "is  likely  to  have  a  great- 
er influence  on  results  than  either  security  analysis  or 
portfolio  management.  By  the  choice  of  investment  pobcy, 
I  mean  primarily  the  riskiness  of  the  assets  that  an  inves- 
tor chooses  to  hold."  That  decision  has  a  very  great  impact 
on  return.  "Rates  of  return  on  mutual  funds  vary  consist- 
ently and  substantially,  because  of  differences  in  risk,"  he 
adds.  This  is  in  line  with  random-walk  theory,  which  at- 
tributes most  investment  success  to  lucky  risk-taking. 

'Richard  D.  Irwin,  Inc.,  Homewood,  III.,  $11.95. 
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Lorie  feels  that  the  present 
ways  of  selecting  investment 
policy  are  too  crude,  intui- 
tive, short-term  to  be  of 
much  use.  A  cautious  inves- 
tor who  says,  "I'll  invest  50% 
in  stocks,  50%  in  bonds,"  says 
nothing  in  Lorie's  view.  What 
kinds  of  stocks?  High-divi- 
dend stocks?  Volatile  stocks? 
Traditional  growth  stocks? 
The  same  holds  true  for 
bonds.  In  his  book,  Lorie 
points  out  that  historically  a 
diversified  portfolio  of  low- 
grade  bonds  gives  a  higher 
total  return  than  one  full  of 
blue  chips. 

So,  in  Lorie's  eyes,  the  fu- 
ture lies  not  with  security 
analysis  ("The  only  profes- 
sion where  average  ability  is 
worthless.  An  average  den- 
tist can  fill  a  tooth.  An  aver- 
age secuiity  analyst  produces 
nothing  of  value.")  or  port- 
folio management  ("merely 
the  execution  of  policy" ) ,  but 
with  investment  counseling 
firms. 

The  trouble  with  most  such 
firms  today,  says  Lorie,  is  that 
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tliey  spend  too  little  time  tailoring  a  policy  that  fits  an 
investor's  wants  or  needs,  and  too  much  time  picking 
stocks,  a  task  as  well  left  to  darts. 

"It's  possible  to  make  assumptions  explicit,  to  simulate 
with  computers  the  range  of  consequence  of  different 
policies,  to  take  into  account  in  a  logical  and  systematic 
matter  the  relevant  facts  for  determining  a  policy.  For  a 
university,  that  might  include  expected  liabilities,  an  as- 
sumed rate  of  inflation,  assumed  risk  premium  of  com- 
mons relative  to  bonds,  certain  assumptions  about  interest 
rates.  All  that  can  be  systematized." 

One  endowment  f\md  that  has  done  just  that,  says  Lorie, 
is  the  University  of  Rochester  (Forbes,  Mar.  15). 

For  the  individual  investor,  that  "systematic"  factoring 
would  include  examining  assets,  liabilities,  expected  in- 
come, fixed  obligations  like  rent  and  then  seeing  what 
would  happen  to  the  investor's  cash  flow  and  net  worth  if 
he  invested  according  to  several  different  pohcies. 

A  pension  fund  of  a  company  with  a  relatively  old  work 
force,  for  instance,  "almost  certainly  should  choose  a  dif- 
ferent policy  from  the  rapidly  growing  firm  with  a  rela- 
tively young  work  force." 

But   isn't  Lorie   asking  investors   to  use   the  past  as  a 


guide  to  the  future?  lo  a  certain  extent,  yes.  But  he's  not 
saying  that  the  future  will  exactly  parallel  the  past.  "We 
merely  assume  that  the  variation  in  outcomes  and  the  av- 
erage outcome  will  be  similar.  But  even  that  assumption 
isn't  essential.  If  you  feel  strongly  about  it,  you  can 
make  entirely  different  ones." 

Alas,  even  Lorie  admits  that  the  picking  of  an  invest- 
ment policy  can  never  be  totally  objective  or  scientific.  "No- 
body can  tell  the  investor  what  his  attitude  toward  risk 
ought  to  be."  How,  then,  do  you  counsel  an  investor?  In 
effect,  you  sort  gi  psychoanalyze  him.  "This  can  be  done 
for  the  individual  investor  by  someone  who  is  geared  up 
to  do  it  in  two  or  three  hours.  That  should  make  it  af- 
fordable to  most  investors."  The  question,  of  course,  re- 
mains: How  many  investors  will  listen  to  advice  that  tells 
them  that  there  ain't  no  Santa  Claus  in  Wall  Street? 

Lorie's  parting  words  of  advice:  "Worry  a  lot  about  pol- 
icy. Once  you've  made  that  decision,  diversify  a  lot  and 
don't  trade  much."  And  he  comforts  individuals  that  they 
don't  have  to  feel  inferior  to  the  professionals  when  it 
comes  to  investments.  He  says:  "Extensive  performance 
studies  make  clear  that  institutions  don't  outperform  ran- 
dom selection."  ■ 


The  Dart  Board  Fund  '^ 

Burton  Malejel  writes  of  the  ran- 
dom-walk theory:  "It  says  that  a 
blindfolded  monkey  throwing  darts  at 
the  newspapers'  financial  pages  could 
select  a  portfolio  that  would  do  just 
as  well  as  one  carefully  selected  by 
the  experts."  We  did  not  have  any 
blindfolded  monkeys  handy,  but  back 
in  1967  Malcolm  Forbes  tried  a  small 
random-walk  experiment  of  his  own. 
He  pinned  to  a  board  the  market 
quotations  page  from  the  New  York 
Times.  Then,  he,  Forbes  PubUsher 
James  Dunn  and  Editor  James  Mi- 
chaels each  threw  ten  darts  at  the 
board.  From  the  hits,  after  eliminat- 
ing preferred  stocks,  we  constructed 
a  portfoho  of  28  Big  Board  common 
stocks.  An  investment  of  $1,000  in 
each  would  have  cost  $28,000,  not 
counting  commissions. 

Last  month,  six  years  later,  the 
same  portfoho  (adjusted  for  mergers 
and  the  like)  would  be  worth  about 
$31,910-for  a  gain  of  14%.  It  has 
handily  beaten  the  Dow  Jones  indus- 
trials ( up  5%  over  the  period ) . 

Obviously  a  pretty  fair  shovdng. 
The  darts  not  only  produced  a  gain, 
but  preserved  our  capital  through 
a  very  difficvilt  period,  one  in  which 
there  were  three  very  serious  stock 
market  breaks.  Our  darts  easily  out- 
performed the  Value  Line  1400  Stock 
Index— which  slumped  40%  over  the 
same  period.  (We  cite  the  VL  Index 
because  it  is  probably  the  best  re- 
flection of  the  stock  market  as  a  whole 
and  thus  the  best  reflection  of  the 
average  investor's  experience. ) 

Mutual  funds?  Not  many  of  them 
outperformed  our  imaginary  fund, 
and  the  average  mutual  fund  did  not. 
Forbes'  index  of  performance  by  the 
big    stock    mutual    funds    was    down 
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0.1  % 
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3.6 

International  Paper 

291/4 

451/2 

+56 

3.4 

G.  W.  Murphyt 

23.96 

14 

-42 

— 

General  Dynamics## 

731/4 

26.46 

-64 

0.7 

Amphenol  Corp.tt 

261/8 

16.63 

+36 

7.6 

Ludlow  Corp. 

247/8 

121/2 

-50 

8.6 

International  Nickel 

37.05 

32% 

-11 

3.0 

Int'l  Pipe  &  Ceramicsttt 

21 

143/8 

-32 

7.0 

Riegel  Paper# 

201/2 

17.35 

-15 

4.5 

Subtotal 

$10,000 

$8,950 

-11% 

4.5% 

Grand  Total 

$28,000 

$31,910 

+  14% 

3.2% 

•Each  share  of  Midwest  Oil   tendered  for  1  68  shares  of  Standard  Oil  of   Indiona.  "Each  shor«  of  G«n- 

e.ol  Precision   tendered  for  .3393  shares  of  Singer  common  and   .2375  shares  of  $3.50  preferred.  '♦•Cen- 

Irol   Aguirre    Sugar   is   now  Aguirre   Co.  tG  W    Murphy   is  now   Reed  Tool  tfAmphenol  Corp.    is  now 

Bunker-Romo,  1  share  of  Bunker-Romo  common  and  %  shore  of  $1.50  preferred.  ttt International  Pipe  ond 

Ceramics   is  now    Interpoce   Corp.  #Riegel   Poper   shareholders   received    I    share  of   Rexhom    (now  S'A), 

Vioths  of  o  shore  of  Federal  Paper  Boord  common  (now  selling  at  I6V4  a  share)  and  yio'h*  o'  a  shore  of 
$1  20  Federal  Paper  Board  preferred  (now  selling  at  23  a  shore)  The  Federal  Paper  Boord  common  Is  cur- 
rently yielding  7  1%  and  the  preferred  4.3%.  ##lncluding  .075  shores  of  Houston  Natural  Gas  $2.50 
convertible  preferred  for  each  General  Dynomics  shore. 
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UOP  TEAMWORK  IN  TECHNOLOGY 


<"  WHAT  GOES  UP 
A  CHIMKEYt 

NOTHING." 

Highlights  of  a  dialog  between  John  O.  Logan, 
President  of  Universal  Oil  Products  Company,  and 
Richard  Speer,  UOP  Executive  Vice  President. 


Mr.  Logan:  What  it  boils 
down  to,  then,  is  that  with 
most  air  pollutants,  we  have  a 
system  of  control. 

Mr.  Speer:  Not  only  of 
control,  but  often  of  virtual 
elimination.  And  for  a  broad 
range  of  industries.  Even  the 
most  serious  offenders. 

Mr.  Logan:  "Serious"  is 
certainly  the  right  word,  Dick 
What's  most  disturbing  to  me 
is  that  of  the  five  major  air 
pollutants,  each  one  is 


considered  injurious  to 

health.  Sulfur  dioxide,  in 

particular.  But  we've 

licked  that  problem,  too, 

even  for  high-sulfur  fuel 

users. 

Mr.  Speer:  That's  true, 

John.  Actually,  we  have 

several  proven  systems  for 

removing  SO2  from  industrial 

flue  gases.  It's  now  possible 

to  curb  these  noxious 

emissions  with  up  to  95% 

efficiency.  Some  of  these 

systems  can  simultaneously 


reduce  fly  ash  by  as  much 
as  99%. 

Mr.  Logan:  The  ecologists' 
goal,  of  course,  is  a  100% 
pollution-free  atmosphere. 
I  don't  think  that's  being 
too  idealistic,  do  you,  Dick? 

Mr.  Speer:  Not  when  you 
realize  that  simply  controlling 
stack  gases  and  automotive 
exhaust  fumes  alone  would 
eliminate  92%  of  it.  The 
remaining  8%  will  yield  to 
technology,  too. 


Write  for  free  booklets  on  UOP's  stake  in  the  environment  crisis,  Ten  UOP  Plaza,  Des  Plaines,  III.  60016 


•im: 


^r<^'- 


The  year  was  1957.  The  problem  was  the  same  throughout 
the  nation.  People  who  needed  hospital  and  medical  insur 

R»r  years,  health  insurance  wasn't  rJot^^reTe  tf; 
availahle  to  those  who  needed  it  most.  ^zr^!Z^u 

everywhere.  Everywhere,  but  Iowa. 

Because  there,  in  the  September  8,  1957  edition  of, 
the  Des  Moines  Sunday  Register,  Continental  CasualtV 
Company,  a  member  company  of  CNA/insurance,  plac 
■  ■       -■■  -■         ■      ■  tf^M Ji  ^^  °^-  '^^^  headline!  "Now I  A  Plan  That  Pays  Hospital 

UIHII  Ulal  Hay  ON  A  Bills  for  Anyone  65  and  Over  .  .  .  !  No  medical  exam!  Nc- 
m^^^mMg^  m%0^mma^  ■■«  ItfftliUO  h®'^!*^  questions!  Nothing  like  it  ever  before!"  Twr 
"■oWw  ilwllifS  III  lOlllfaB  clays  later,  the  Register's  editorial  page  comments 

"An  interesting  experiment  is  starting  in  Iowa.  The  Coi 
nental  Casualty  Company  of  Chicago,  111.,  announced 
that  it  would  provide  health  insurance  protection  for  eldei 

CNA/insurance  310  S.  Michigan  Ave.  Chicago,  Illinois  60304,  Continental  Casualty  Co.,  American  Casualty  Co.,  National  Fire  Insurance  Co.  of  Hart 


^s^-^- 


)eople  who  most  need  such  protection  but  who  find  it  most 
lifficult  to  obtain  .  .  .  It's  encouraging  to  find  a  company 
/hich  is  willing  to  risk  some  financial  loss  in  an  effort  to 
aake  a  contr^ibution  to  the  solution  of  a  major  national 
.ealth  problem." 

I  Thus  was  recorded  the  beginning  of  "65-Plus,"  or 

Tolden  65  as  it  is  now  known.  For  the  first  time,  a  major 
isurance  company  approached  prospective  policyholders 
irough  newspaper  advertising  to  enroll  thousands  quickly 
nd  efficiently. 

Today,  fens  of  thousands,  including  people  under 
5,  own  health  and  accident  insurance  policies  purchased 
om  CNA  and  other  companies  through  mass  enrollment 
jchniques.  In  this  area,  CNA  continues  to  develop  new  and 
nproved  plans  offering  the  best  hospital  and  medical  cov- 
rage  possible.  Coverage  that  affords  the  best  value  for 
ach  insurance  dollar. 


Offering  such  coverage  is  what  made  us  a  nart  of 
a  growing  three  and  a  half  billion  dollar  corporation.  Grow- 
ing because  we've  got  the  special  sk'lls  to  write  insurance 
where  others  can't.  Or  won't.  And  the  special  kind  of  people 
and  CNA  agents  that  can  make  it  possible.  Aggressive,  in- 
novative, creative  people,  who  write  insurance  not  to  be 
first,  but  to  set  precedents.  To  go  where  insurance  never 
was.  Do  what  insurance  never  did. 

To  learn  more  about  how  we  can  help  solve  your 
insurance  problems,  call  your  CNA  agent.  We're  listed  in 
the  Yellow  Pages. 

^  GOING  WHERE  INSURANCE  NEVER  WAS 

^' CNA /insurance 

A  PART  OF  CNA  HNANCIAL  CORPORATION 


ranscontinental  Insurance  Co.,  Transportation  Insurance  Co.,  Valley  Forge  Insurance  Co.,  Valley  Forge  Life  Insurance  Co.,  CNA  Casualty  of  California. 


ifike  it  easy. 
,  iose  are  words  not  often  associated 
with  commercial,  industrial 
or  institutional  construction. 
Because  you  usually  need 
your  new  building  yesterday. 

But  you  can't  just  toss  up 
four  walls  and  a  roof.  You  want 
things  like  quality,  good  looks, 
function  and  serviceability. 
And  those  things  take  time 
to  organize,  plan  and  build. 

That's  where  we  can  help. 
With  our  products 
and  your  Butler  Builder's  services. 

His  everyday  business  is  planning 
and  building  commercial,  industrial 
and  institutional  buildings. 
So  he  knows  the  ropes 
and  can  often  help  relieve 
some  of  the  pressures  of  planning. 


budgeting,  designing,  scheduling. 

any  of  the  phases 

of  project  management. 

For  example,  he  might  help 
analyze  your  layout  needs 
for  both  people  and  equipment; 
then  help  pick  the  right  type, 
size  and  shape  Butler 
building  system.  Or,  if  necessary, 
he  might  even  have  us  engineer 
and  fabricate  a  special  building., 

And,  because  we  use 
building  systems, 
actual  construction  goes  faster. 
All  the  building's  components 
are  designed  and  manufactured 
to  work  together  precisely. 
They  arrive  on  the  site  ready 
for  quick,  accurate  erection. 
The  whole  Butler  approach 
to  building  is  designed 


to  help  save  time 

so  your  new  building  becomes 

a  usable  asset  sooner. 

One  that's  efficient 

and  economical. 

So  when  you're  ready  to  build, 
tax  us.  Not  yourself. 

For  more  information, 

call  your  Butler  Builder? 

He's  listed  in  the  Yellow  Pages 

under  "Buildings,  Metal." 

Or  write  us  for  this  free  informative 

brochure.  And.  if  you'll  tell  us 

how  you  plan  to  use  your  building, 

we'll  try  to  supply  color  photos 

of  how  others  have  used 

Butler  buildings  in  a  similar  manner. 

Write  Butler  Mfg.  Co.. 

BMA  Tower,  Dept.  B-393 

Kansas  City, 

Missouri  64141. 

aarft.,... 


Tax  us.  Not  yourself. 


,VM7: 


Build  a  Butler  Building 


BUTLER 


Serving  building  needs  internalionally.  wiih  plants  and  offices  in  ihc  United  Stales.  Canada.  Mexico  and  the  United  Kingdom 


about  1%  over  the  six  years.  Our 
darts,  in  other  words,  did  better  than 
the  average  mutual  fund  manager. 

Yield  from  dividends?  Dart  Fund 
didn't  do  badly.  It  currently  yields 
3.2%,  about  in  Hne  with  the  DJI  and 
a  bit  better  than  the  big  funds. 

To  what  do  we  attribute  the  splen- 
did capital-preserving  powers  of  our 
dart  board?  There  is  a  very  simple 
answer:  diversification.  The  surest 
way  of  keeping  up  with  the  averages 
is,  of  course,  to  buy  the  averages.  The 
next  best  is  by  buying  a  broad  list 
of  stocks.  If  the  list  is  broad  enough, 
random-walk  advocates  would  say, 
then  it  should  broadly  reflect  the  av- 
erages, regardless  of  the  performance 
of  individual  stocks.  Our  little  ex- 
periment seems  to  bear  this  out. 

The  Pubs  of  London 

To  test  the  results  further,  let's  re- 
duce the  degree  of  diversification. 
Suppose  we  break  our  Dart  Fund  in- 
to three  different  funds,  based  on  who 
threw  the  darts.  This  way  we  would 
have  only  eight  to  ten  stocks  in  a  port- 
folio instead  of  28. 

The  result  is  quite  different  from 
that  of  the  single  fund. 

Malcolm  Forbes'  eight-stock  port- 
folio performed  brilliantly;  up  59%, 
thus  beating  just  about  every  managed 
portfolio  we  know  about.  ("Them  that 
has,  gits,"  complained  a  Forbes  re- 
searcher. Said  Malcolm  Forbes:  "I 
owe  it  all  to  the  dart-throwing  I've 
done  in  the  pubs  of  London.")  Actual- 
ly, Malcolm  Forbes  owes  it  to  a  single 
dart  hit,  Texas  Oil  &  Gas,  which  was 
split  several  times  and  jumped  280%. 

Publisher  Jim  Dunn's  nine  selec- 
tions produced  a  2%  gain.  Dunn's  big- 
gest loser  was  a  speculative  stock,  He- 
lene  Curtis,  down  nearly  75%.  But  be- 
fore you  jump  to  conclusions,  ponder 
this:  His  third  biggest  loser,  down 
41%,  was  Textron,  perhaps  the  high- 
est quality  stock  on  his  list. 

Editor  Jim  Michaels  brought  up  the 
rear  with  an  overall  portfolio  loss  of 
11%,  and  witli  eight  losers  out  of  ten 
stocks.  ("My  mistake,"  ahbis  Michaels, 
"was  that  I  hit  too  many  quahty 
stocks.  Is  it  my  fault  that  the  stock 
market  is  l^having  irrationally?") 

So,  in  the  last  analysis  it  was  the 
diversification  that  saved  our  Dart 
Board  Fund,  not  the  brilliance  or 
the  quahty  of  our  picks.  One  of  our 
"managers"  ran  in  the  red  and  another 
bdrely  broke  even.  We  had  two  losing 
stocks  for  every  wirmer.  But  diversifi- 
cation pulled  the  fund  above  water 
and  gave  us  our  overall  gain. 

Was  this  a  fluke?  We  don't  really 
know,  but  we'll  keep  our  portfolio  rec- 
ord and  report  on  it  from  time  to 
time.  We'll  continue  our  random  stroll 
down  Wall  Street.  ■ 


What  has  Sheraton 
done  for  you  lately? 


Sheraton's  opening  lots 

of  exciting  new  spectacular 

hotels  and  motor  inns 

all  over  the  world. 

Sheraton  has  some  great  new  travel  ideas, 

too — like  new  saunas,  new  recreation 

facihties,  new  three-day  hoUday 

■•  weekend  packages,  exciting  new 

^^  ^  bars  and  lounges  and 

fabulous  new  restaurants. 


Right  now  there  are  more  than 

290  Sheraton  Hotels  and 

Motor  Irms  around  the  world. 

For  a  reservation  at 
any  one  just  call: 

800-325-3535. 

Or  have  your  travel  agent 
call  for  you. 


\ 


/ 


Sheraton  Hotels  &  Motor  Inns 


A  WORLDWIDE  SERVICE  OF  ITT 


Think  of  Me. 
as  a  tax  advantage* 


Everybody  thinks  of  Maine  in  terms  of  its  great  natural  beauty.  But  as  of  October  3, 
there's  another  way  to  look  at  Maine.  Because  sweeping  tax  reforms  favoring  business 
development  have  become  law.  The  106th  Legislature  not  only  reformed  the  property 
tax  to  lessen  the  burden  on  property  owners,  but  also  repealed  the  sales  tax  on  manu- 
facturing and  research  equipment.  One  more  thing  that  should  set  your  accountants 
buzzing  is  the  elimination  of  the  inventory  tax  over  the  next  3  years.  And  beyond  all 
this,  Maine  has  consolidated  the  functions  of  state  mortgage  guarantee  programs  under 
one  roof.  There's  even  a  program  to  advance  100  percent  of  the  funds  necessary  for 
buildings  now  being  constructed  statewide  in  anticipation  of  your  expansion.  Why  all 
this  backing?  Simple  economics:  We  help  you  grow,  you  help  Me.  grow.  For  more 
information,  write  on  your  company  letterhead  giving  information  about  your  product 
line  to  James  K.  Keefe,  Commissioner,  Department  of  Commerce  and  Industry,  State 
House,  Room  11469,  Augusta,  Me.  04330. 

Tax  Reform  is  now  law  in 
The  Great  State  of  Maine. 
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Windfall  for  the  Little  Five 


Whether  or  not  Telex  gets  all  that  money, 
IBM's  other  competitors  are  almost  certain 
to  benefit  from  the  antitrust  decision. 


Federal  District  Judge  A.  Sherman 
Christensen  ruled  last  month  in  favor 
of  Telex  Corp.  in  its  civil  antitrust 
suit  against  International  Business 
Machines  Corp.  It's  anybody's  guess 
whether  Christensen's  award— treble 
damages  amounting  to  $352.5  million 
—will  stand  on  appeal.  More  impor- 
tant, however,  not  only  for  Telex  and 
for  IBM  but  for  everybody  else  in  the 
computer  industry,  are  the  nonmoney 
aspects  of  the  federal  judge's  ruling. 

Christensen  ordered  IBM  to  cease 
certain  practices  which  he  felt  made 
it  difficult  for  the  smaller  companies. 
He  also  ordered  it  to  adopt  certain 
other  practices:  to  price  its  products 
separately;  to  set  uniform  markups  on 
peripherals  and  hardware;  to  make 
public  the  specifications  of  new  equip- 
ment that  it  has  announced. 

IBM  unquestionably  will  appeal  all 
aspects  of  the  decision.  However, 
J.  Thomas  Franklin,  general  counsel 
of  the  International  Data  Corp.,  a 
Newtonville,  Mass.  analyst  of  com- 
puter industry  trends,  says:  "It  is 
the  most  significant  antitrust  deci- 
sion to  come  along  in  years.  This  de- 
cision almost  guarantees  the  long- 
term  viability  of  the  other  mainframe 
manufacturers." 

Even  without  the  Telex  decision,  it 
already  seemed  a  good  bet  that— in 
the  U.S.  at  any  rate— the  shakeout  of 
computer  makers  is  over.  The  casual- 
ty list  has  been  enormous,  involving 
billions  of  dollars  and  such  famous 
names  as  RCA  and  General  Electric. 
Besides  IBM,  there  are  five  big  sur- 
vivors in  the  mainframe  computer 
business— Sperry  Rand,  Control  Data, 
Honeywell,  Burroughs  and  National 
Cash  Register.  With  the  possible  ex- 
ception of  NCR,  each  has  already 
built  a  big  enough  base  and  a  solid 

Burroughs 


enough  niche  to  enable  it  to  go  the 
course.  The  Telex  decision  can  only 
better  their  chances. 

It's  a  rough  rule  of  thumb  that  to 
break  even  in  computers  you  need  a 
volume  of  $500  million.  Sperry  Rand's 


Univac  division  and  Honeywell's  Hon- 
eywell Information  Systems  are  each 
now  doing  in  the  neighborhood  of  $1 
billion  a  year.  Burroughs  is  probably 
getting  about  two-thirds  of  its  $1  bil- 
lion in  annual  revenues  from  what 
could  be  directly  attributed  to  com- 


1972  sales:  $1  billion.  Earnings  per  share:  $4. 71.  P/  E:  43. 


Burroughs  is  the  blue  chip  of  com- 
puter companies.  At  least  the  stock 
market  says  it  is.  At  close  to  $4.5 
billion.  Burroughs  has  a  market  value 
almost  as  great  as  that  of  the  other 
Little  Four  combined.  Yet,  combined, 
the  other  four  are  six  times  bigger 
than  Burroughs.  What  does  Bur- 
roughs have  that  the  others  don't? 
Visibility,  for  one  thing.  Since  its  busi- 
ness  is    almost   entirely   in   electronic 


data  processing.  Burroughs  is  a  pure 
computer  play;  most  of  the  other 
smaller  computer  companies  are  parts 
of  bigger  wholes. 

And  of  course  Burroughs  has  Ray 
Macdonald,  60,  silver-haired  and  sil- 
ver-tongued, who  has  done  a  brilliant 
job  of  changing  this  old-line  office 
machinery  company  into  a  force  in 
the  data  processing  world.  "We  have 
never  been   in  better  shape  than  to- 


puters.  Control  Data  has  about  $660 
million  in  annual  revenues;  National 
Cash  around  $500  million. 

Combined,  the  five  are  probably  do- 
ing about  $4  billion  a  year  in  com- 
puters. Even  without  IBM,  then,  com- 
puters would  be  a  big  business,  the 
more  so  in  that  it  continues  to  grow 
at  12%  to  13%  a  year  worldwide.  The 
business  is  almost  certainly  big  enough 
to  shelter  most  of  the  remaining  U.S. 
contenders— with  the  possibility  that 
the  current  NCR-Control  Data  techni- 
cal collaboration  coiJd  lead  to  a 
merger  of  some  kind  between  the  two. 

IBM's  size  (it  has  between  63.5% 
and  70%  of  the  installed  base  world- 
wide; in  the  computer  industry,  es- 
timates are  guesstimates)  is  not  an 
unalloyed  advantage.  True,  it  does 
give  IBM  the  resources  to  dwarf  its 
competitors  in  marketing  and  expendi- 
tures for  R&D. 

On  the  other  hand,  as  the  Telex 
decision  indicates,  IBM's  size  makes 
it  vulnerable  to  antitmst  suits,  both 
civil  and  governmental.  There  have 
been  so  many  that  International  Data 
Corp.  has  started  an  IBM  Litigation 
Reporting  Sendee  to  keep  the  industry 
and  investors  apprised  of  develop- 
ments. The  civil  suit  brought  by  Con- 
trol Data  has  already  resulted  in  IBM's 
agreeing  to  sell  its  senice  business  to 
CDC— and  making  other  major  con- 
cessions as  well. 

Lawsuits  or  no,  none  of  IBM's  com- 
petitors believes  it  can  make  any  sig- 
nificant dent  in  IBM's  market  share. 
What  they  do  believe  is  that  they 
can  keep  IBM  from  expanding  its 
share.  Antitrust  suits  will  help,  but 
what  they  believe  will  help  most  is 
the  simple  fact  that,  in  a  swiftly  grow- 
ing market,  IBM  can't  grow  in  every 
direction  at  once.  There  are  special- 
ized areas  the  smaller  companies  can 
move  into  before  IBM  does  and  estab- 
lish a  beachhead  from  which  IBM, 
with  all  its  firepower,  can't  easily  dis- 
lodge them.  After  all,  worldwide  com- 
puters are  an  estimated  $22-billion 
business.  Here  is  a  brief  rundown  of 
the  industry's  Little  Five. 


day,"  Ray  Macdonald  says,  emphasiz- 
ing that  Buiroughs  now  can  compete 
with  IBM  right  across  the  entire 
range  of  computers. 

Adds  Macdonald,  "Our  order  l)ack- 
log  is  above  $1  billion,  up  31%  this 
year.  We  have  cut  debts  by  $165 
million  to  $313  million,  and  will  not 
need  financing  for  years  to  come." 

Burroughs  was  early  with  such  ma- 
jor innovations  as  virtual  moniory  and 
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the 


the 


Wizard      wizard 


of 
Avis 


vs. 


of 
Hertz. 


It's  really  not  much  of  a  contest. 

For  openers,  once  you  have  a 
Wizard  of  Avis  Number,  there's  not  a 
pen  in  the  world  that  can  get  you  a 
car  faster  than  our  computer  system. 

But  speed  alone  does  not  a  great 
rent  a  car  company  make. 

Efficiency,  neatness  and  accuracy 
make  the  Wizard  of  Avis  something 
special  indeed. 

Efficiency,  because  even  though 
you  don't  ask  for  it,  the  Wizard 
may  find  you  qualify  for  a  lower  rate. 


Neatness,  because  we're  the  only 
ones  who  clearly  type  out  your  entire 
rental  agreement. 

Accuracy,  because  the  Wizard  just 
doesn't  make  mathematical  errors. 

To  get  your  free  Wizard  Number, 
simply  visit  your  nearest  Avis  counter. 
Or,  call  toll-free  (800)  23i-69oo. 

\  ^  N^IN  TEXAS  CALL  (8001 392-3900 

The  pen  undoubtedly  is  one  of 
the  great  inventions  of  all  time. 

Unfortunately,  its  greatness  dimin- 
ishes as  soon  as  some  people 
pick  it  up. 


Avis. 


Avis  rents  all  makes. .  .features  cars  engineered  by  Chrysler. 


(&  Avis  Rent  A  Car  System.  Inc. 


introduces  the 
insomniac. 


Thought  you  locked  up  your  office  for  the 
night  and  everyone  \vent  home? 

Then  how  come  information  is  coming  in, 
right  noAv,  at  one  in  the  morning? 

Because  you  were  smart  enough  to  get 
yourself  a  new  Xerox  Telecopier  410  transceiver. 
The  machine  that  never  sleeps. 

Just  like  the  original  Telecopier,  it  lets  you 
send  copies  firom  one  place  to  another  in  minutes. 
With  one  big  difference:  It  does  the  job  by  itself. 

To  send,  a  person  simply  dials  tne  number, 
places  as  many  as  75  documents  in  die  automatic 


XEROX®  TELECOPIER®  and  410  are  trademarks  of  XEROX  CORPORATION. 
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feeder,  and  the  Telecopier  410  does  die  rest. 

Mean\\rliile,  the  automatic  answering  device 
on  your  machine  answers  the  phone,  andthe  410 
takes  everything  down  exacdy  as  it  w^as  sent. 


Even  Avhen  there's  no  one  in  the  office. 

The  new^  Telecopier  410  transceiver.  After 
putting  in  a  hard  day,  it  puts  in  a  hard  night. 


XEROX 


O  beautiful  for  spacious  skies... 
and  fields  and  forests 


In  our  area  of  America  — 
Arkansas,  Louisiana,  Mississippi 
and  Southeast  Missouri  — the  sky 
is  blue,  the  forests  are  green,  the 
uater  is  fresh.  And  we  at  Middle 
South  Utilities,  one  of  the  nation's 
major  suppliers  of  electric  energy, 
pledge  our  best  efforts  to  keep  it 

this  way- 

In  generating  electricity,  for 
example.  Nuclear-fueled  units  are 


compatible  with  the  environment. 
We  have  three  major  nuclear- 
fueled  units  scheduled  for 
operaHon  in  the  1973-1977  period, 
50  percent  of  our  planned  new 
generating  capacity. 

Economic  progress  is  powered 
by  electric  energy.  We  are  one 
utility  system  that  believes  both 
can  be  obtained  without  detriment 
to  the  environment. 


MIDDLE  SOUTH  UTILITIES,  IIMC. 


ARKANSAS  POWER  &  LIGHT  COMPANY  •  ARKANSAS-MISSOURI  POWER  COMPANY  •  LOUISIANA  POWER  &  LIGHT  COMPANY  .  MlSblSSII'l^l  I'DWIH  K  IKJHT  COMPANY  •  Ml  W  IIMKANS  I'llMUC  SI  RVICI    INC 


high-level  language  programming. 
"Even  today,"  says  Macdonald,  "there 
are  major  companies  in  the  business 
who  feel  the  proper  thing  is  to  copy 
IBM.  But  we  are  perhaps  the  lead- 
ing advocate  of  being  different."  Its 
technological  inventiveness  has  earned 
Burroughs  a  cluster  of  international 
prizes.  The  first  74  B1700s  went  to 
the  Yugoslavian  State  Bank.  Scotland 
Yard,  Britain's  central  police  agency, 
runs  on  Burroughs  computers.  So  do 
New  Zealand's  seven  state  universi- 
ties. Best  of  all  from  Wall  Street's 
viewpoint,  Burroughs  has  produced  a 
steady  stream  of  earnings  gains  and 
no  surprise  write-offs. 


Burroughs  has  only  4%  to 
5%  of  the  computer  market, 
less  than  either  Univac  or 
Honeywell.  Macdonald's  re- 
joinder is:  "It's  not  size  but 
quality  that  counts."  But 
Burroughs  has  had  some  set- 
backs on  prestige  orders. 
TWA  sued  and  last  year  won 
in  a  $70-million  suit  when  it 
said  it  could  not  make  a  Bur- 
roughs B8300  run  its  pas- 
senger reservation  system; 
U.S.  Steel  switched  from  the 
same  model  to  an  IBM  ma- 
chine. Barclays  Bank  in  Brit- 
ain had  a  rash  of  problems 


Macdonald 


with  Burroughs'  top  models 
before  replacing  Burroughs 
machines  with  IBMs  in  what 
was  hailed  as  a  showcase  in- 
stallation in  banking. 

Of  course,  everyone  has 
setbacks  —  especially  when 
competing  with  IBM.  What 
makes  Burroughs'  position 
somewhat  exposed  is  the 
premium  price  Wall  Street 
puts  on  its  stock:  One  stum- 
ble, and.  .  .  .  But  Ray  Mac- 
donald insists:  "The  greatest 
problem  we  have  is  manag- 
ing prosperity." 


Control  Data 


1972  sales:  $663.7  million.  Earnings  per  share:  $3.93.  P/£:  8. 


In  1970,  Control  Data's  wholly- 
owned  financial  subsidiary.  Commer- 
cial Credit  Corp.,  saved  the  compa- 
ny from  disaster.  That  year,  CDC 
(1972  sales:  $663.7  million)  lost  a 
total  of  $36,9  milHon  after  taxes  on 
its  computer  business.  Commercial 
Credit,  fortunately,  earned  $38.2  mil- 
lion, keeping  the  company's  overall 
loss  to  $3.2  million. 

Life  is  full  of  little  ironies.  In  the 
second  quarter  of  this  year,  earnings 
from  CDC's  computer  business  were 
up  more  than  100%,  from  $2.7  mil- 
lion to  $5.8  million.  However,  overall 
earnings  were  down,  from  $17.3  mil- 
lion to  $15.6  milbon.  The  problem: 
High  short-term  interest  rates,  an  in- 
crease of  approximately  23%  in  the 
past  year,  have  put  a  murderous 
squeeze  on  Commercial  Credit. 

Control  Data's  computer  business  is 
riding  high  these  days  primarily  for 
two  reasons: 

•  After  a  bitter  four-year  battle, 
IBM  and  CDC  finally  settled  a  civil 
antitrust  suit  that  CDC  had  brought 
against  the  computer  giant,  with  IBM 
agreeing   to   sell   its    Service   Bureau 


Corp.  to  CDC  for  $16  mil- 
lion and  to  pay  CDC  some 
$96  million  in  reimburse- 
ments and  contracts  over  a 
period  of  ten  years.  The 
agreement  left  CDC  the  only 
hardware  manufacturer  with 
a  time-sharing  service. 

•  The  company  made  a 
deal  with  National  Cash  Reg- 
ister to  jointly  develop  and 
manufacture  mainframes  and 
peripheral  equipment.  Says 
Thomas  G.  Kamp,  president 
of  Control  Data's  Peripheral 
Products  Co.,  "When  you 
double  production,  you  save 
10%  in  production  costs." 

The  IBM  settlement  and  the  NCR 
deal  make  Control  Data  the  only  com- 
pany that  can  offer  what  it  calls  "to- 
^tal  services."  This  means  figuring  out 
how  to  solve  the  specific  problems 
of  the  user,  supplying  the  hardware 
he  needs,  training  his  personnel,  main- 
taining his  equipment,  offering  him 
time-sharing  and  other  services. 

CDC's    finances,    once    shaky,    are 
now  in  better  shape.  It  was  able  to 


Norris 

raise  $88  million  on  the  equi- 
ty market  last  fall  and  it 
benefited  considerably  from 
the  settlement  of  its  lawsuit 
against  IBM. 

Control     Data     Chairman 
William  C.  Norris  has  no  in- 
tention of  attempting  to  cut 
into   IBM's   mainframe   mar- 
ket.  "It  can't  be  done,"  he 
says     flatly.     However,     he 
points  out,  the  future  of  the 
business     lies     in     software. 
"Software  and  other  services 
are   growing   at  the   rate  of 
30%,    2/2   times   as   much   as 
the  hardware  business.  And 
we're  in  a  position  to  get  a  big  share." 
He  intends  to  make  other  coopera- 
tive deals  like  the  one  with  NCR;  in 
fact,  he  recently  made  one  with  Ro- 
mania to   build   a  peripheral   equip- 
ment plant  on  a  45%/ 55%  basis. 

"We're  going  to  become  a  great, 
global  company,"  says  Norris,  who  has 
never  been  noted  for  his  modesty  but 
who  has  great  accomplishments  to 
his  credit. 


Sperry  Rand 


1972  sales:  $2.2  billion.  Earnings  per  share:  $2.62.  PjE:  18. 


Says  J.  Paul  Lyet  (pronounced  lee- 
ay),  chairman  and  chief  executive  of 
Sperry  Rand:  "We  are  using  Sperry 's 
other  divisions  to  give  us  resources 
to  build  up  Univac." 

After  two  years  of  earnings  de- 
clines, from  $61  milhon  to  $72  million 
to  $61  milhon,  Sperry  rebounded  in 
fiscal  1973  to  $90.1  million.  In  the 
first  quarter  of  fiscal  1974,  revenues 
were  up  20%,  earnings,  32%. 

Right  now,  every  division  of  Sperry 
is  doing  well:    New  Holland,   which 
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manufactures  farm  equip- 
ment; Vickers,  a  manufac- 
turer of  hydraulics  equip- 
ment; Sperry  Remington 
Shaver  has  turned  around; 
even  Remington  Rand,  which 
makes  oflBce  equipment  and 
had  long  been  an  open 
wound,  showed  a  modest 
profit  in  the  first  quarter. 

"However,"  says  Lyet, 
"Univac  (which  provides  less 
than    half    of    Sperry's    $2.2 


billion  in  revenues)  is  pri- 
marily responsible  for  our 
rise  in  earnings."  A  major 
reason:  Univac's  agreement 
to  assume  RCA's  commit- 
ments to  its  500  users  for  a 
down  payment  of  $70  mil- 
lion, plus  $60  million  over 
3M  years. 

It  was  a  gamble.  Doom- 
sayers  predicted  that  RCA's 
users  would  switch  to  IBM 
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Most  executives  consider  lending  money  to  be  the 
most  important  function  of  a  bank.  And  it  is  not  surprising. 
Particularly  in  times  of  tight  money. 

This,  we  find,  works  to  our  advantage.  For  we  are 
known  for  one  characteristic. 

If  you  are  our  customer,  we  are  your  bank. 
And  we  never  forget. 

Money:  The  biggest  help  of  all. 

1.  We  make  loans.  All  kinds  of  loans. 

Some  banks  rely  on  loan  committees  and  reviews. 
We  say  there  is  a  faster  way.  It  is  letting  the  loan  oflficer 
and  the  customer  work  out  their  loan  face-to-face.  Forget 
the  red  tape.  Use  common  sense.  We  think  the  right  loan 
makes  sense  to  you  and  to  us. 

It  is  an  uncomplicated  approach.  And  it  works. 

But  there  is  far  more  to  a  great  money  center  bank 
than  lending  money. 

A  money  center  bank:  The  iceberg  concept. 

Most  banks  can  help  with  money.  But  credit  is  seldom 
the  factor  that  distinguishes  banks.  For  a  bank  to  really 
help  you  compete,  it  has  to  look  beyond  your 
borrowing  needs. 

A  great  money  center  bank  will  prove  this. 

By  the  complete  range  of  services  it  offers.  By  the 
innovative  and  responsive  ways  it  performs  those  services. 
By  the  way  it  supplies  you  with  new  and  competitive  ideas 
for  the  whole  scope  of  your  business. 

And  perhaps,  most  of  all,  by  the  way  it  finds  subtle 
methods  to  perform  the  simple  functions  more 
competitively. 

Cash  management:  Making  your  money  work 
harder. 

The  difference  in  cash  management,  for  example,  is 
not  so  much  what  is  done.  But  how  it  is  done.  That  kind  of 
difference  sets  the  great  banks  apart. 

2.  Collection  is  how  we  gather  your  funds.  We  use 
every  technique  that  makes  sense.  Depository  transfer 
checks.  Cash  mobilization.  Lock  boxes.  Wire  transfers. 
Whatever  will  get  your  money  into  your  account  fastest. 

Our  approach  to  cash  management  makes  your 
money  work  harder: 

3.  Our  Automated  Zero  Balance  Disbursing  System 
concentrates  your  cash,  reduces  impressed  balance  levels, 
improves  control,  and  lengthens  disbursing  float. 

4.  A  Balance  and  Activity  Report  gives  you  a 
monthly,  no-nonsense  analysis  of  your  account. 

5.  Summarization  and  Sorting  Sei-vices  provide 
status  reports  on  all  your  disbursing  activities. 

6.  The  Automatic  Investment  Facility  skims  off 
money  you  don't  need  for  daily  business  and  puts  it  into 
short  term  investments. 

A  word  about  making  your  money  make  money. 

Whenever  your  corporation  has  idle  cash  or  near  cash 


items,  our  Bond  Department  can  help  manage  them 
profitably. 

7.  We  compete  in  all  segments  of  the  money  mai 
trading  in,  or  placing  orders  for,  all  money  market 
instruments  — CD's,  commercial  paper,  banker's 
acceptances,  repurchase  and  resale  agreements,  U.S. 
Treasuries,  Federal  Agency  securities,  and  short  terr 
tax  exempt  notes. 

Corporate  Finance  Division:  Competing  wh< 
banks  usually  don't  compete. 

The  corporation  seeking  financial  help  must  look 
the  best  short  and  long  term  financing  alternatives.  ( 
the  full  resources  of  a  money  center  bank  can  providt 
those  alternatives. 

8.  Through  the  Financial  Advisory  Service,  we  ; 
financial  advisor  to  companies  in  connection  with  thi 
structuring  and  private  placement  of  long  term  finar 
with  institutional  investors,  including  Title  XI  bonds 
ship  financing. 

9.  Working  with  the  lending  divisions,  and  Fii-st 
Chicago  subsidiaries,  we  can  combine  your  bank  fina 
with  institutional  financing  in  one  package. 

10.  Our  Merger  and  Acquisition  Services  advist 
seller  of  his  real  market  value,  locate  and  evaluate  lo) 
buyers,  and  identify  tax  and  accounting  implications 
Corporations  throughout  the  world  provide  our  lendii 
divisions  with  their  merger  and  acquisition  criteria 

All  Trust  Departments  are  not  alike. 

One  measure  of  a  money  center  bank  is  its  abilit; 
willingness  to  compete  in  any  area  of  tnast  services. 

11.  At  a  time  when  many  banks  are  getting  out 
stock  transfer,  our  system  is  becoming  more  personal 
faster,  and  more  accurate  than  ever  before.  It  include 
dividend  reinvestment  and  shareholder  stock  purcha 
services. 

12.  We're  committed  to  pension  and  profit  sharii 
management.  We're  the  sixth  largest  retirement  fun( 
manager  in  the  country.  We  serve  as  advisor  to  a  pub 
owned  bond  fund.  We  have  a  new  commingled  real  es 
fund.  And  our  equity  portfolio  managers  gain  an  edgi 
our  computer  Portfolio  Composition  System. 


13.  We  serve  as  ti-ustee  for  debt  securities  an.v^v 
in  the  world.  We  handle  the  security  processing  for  ; 
kind  of  merger,  acquisition  or  tender  offer. 

Equity  capital:  Start-ups,  buyouts,  and  priv. 
placements. 

14.  First  Capital  Corporation,  our  small  busim 
investment  company,  and  First  Chicago  Investment 
Coiporation  provide  equity  investments  for  divestitu 
joint  ventures,  partnerships,  and  other  six'cial  situati 

Through  these  companies  we  supply  capital  usin 
subordinated  debentures,  convertible  preferred  sto*  1^ 


non^  center  bank 
Du  compete. 


custom-tailored  debt  and  equity  arrangements, 
iomestically  and  internationally. 

[Estate:  Competing  from  the  ground  up. 

5.  First  Chicago  Realty  Services  Corporation,  I.  J. 

n  &  Company,  and  the  Real  Estate  Lending  Division 

ihe  complete  range  of  financing  services  from  short 

oans  to  permanent  financing. 

ihese  are  land  loans.  Development  loans.  Construction 

I  Gap  loans.  Permanent  loans.  Specialized  loans,  such 

dominium  conversions. 

fhrough  these  companies  we  have  the  capability  to 

e  real  estate  development  anywhere  in  the  country. 

hrough  First  Chicago  Limited  and  our  branch 

n,  anywhere  in  the  world. 

ur  real  estate  services  go  beyond  lending  money. 

6.  Real  Estate  Research  Corporation  can  provide 
isals,  market  and  financial  feasibility  studies, 

)n  studies,  and  consultation  from  13  oflRces  across 
untry. 

ing:  A  very  competitive  alternative. 

■  you  have  better  and  more  profitable  ways  to  use 
.1,  consider  leasing. 

7.  First  Chicago  Leasing  Corporation  arranges 
ard  leases,  providing  100%  long  term  financing, 
hapes  them  specifically  for  your  company. 

8.  Arranges  a  leasing  line  of  credit  to  help  you  lease 
ety  of  equipment  over  a  long  period  of  time. 

9.  Develops  leveraged  leases  and  lease  underwriting 
alti-million  dollar  transactions. 

0.  Sets  up  ship  charters  which  utilize  Title  Xi 
,ing. 

1.  Designs  vendor  lease  programs  to  make  lease 
nng  available  to  your  customers. 

|2.  Does  facility  financing,  turn-key  financing,  and 

ase/leaseback  of  existing  facilities. 

nd  we  can  help  you  do  business  anywhere  in  the 

competitive  advantages  overseas. 

.3.  We  were  the  first  American  bank  to  start  a 
>^-owned  merchant  bank  from  scratch  in  London. 


First  Chicago  Ltd.  gives  us  the  opportunity  for  creative 
financings  —  Euro  Commercial  Paper,  Euro  Bonds,  Euro 
Loans— for  international  corporations  anywhere  in  the 
world. 

24.  First  Chicago  Ltd.  can  give  you  a  world-wide 
package  of  corporate  financial  services  utilizing  First 
Chicago  subsidiaries  anywhere  in  the  world.  Ranging  from 
venture  capital  and  specialized  industry  financing  to 
regular  merchant  bank  placements. 

Where  you  compete,  we  compete. 

Since  1965,  we  have  opened  37  new  branches, 
subsidiaries  and  offices  outside  the  United  States.  Today 
we  operate  in  24  countries. 

But  overseas,  as  in  America,  what  sets  us  apart  is  our 
competitive  philosophy. 

We  manage  our  own  branches  and  offices. 

That  makes  us  quicker  and  more  responsive.  It 
usually  enables  our  international  bankers  to  have  a 
higher  loan  limit  than  the  competition. 

It  means  that  we  can  promise  these  things: 

25.  Each  branch  and  office  off"ers  a  full  range 

of  services,  including  many  that  banks  less  involved  in 
international  banking  can't  offer. 

26.  We  know  the  economic  situation  and  business 
climate  of  each  world-wide  money  center.  To  give  you  the 
most  competitive  finance  package,  we  work  with 
EximBank,  FCIA,  and  PEFCO. 

27.  We  can  combine  several  financial  services  by 
utilizing  our  merchant  bank,  finance  companies,  and 
leasing  subsidiaries,  often  with  terms  beyond  the  norm. 

Staying  ahead. 

Competition  is  a  reality. 

To  keep  ahead  of  your  competitors  you  have  to  do 
things  better.  Take  a  good  idea  a  step  further.  That's 
exactly  the  way  First  Chicago  is  organized  and  managed. 
To  be  pragmatic,  direct  and  responsive. 

Providing  all  the  financial  services  you'll  need, 
worldwide,  in  a  total  package,  from  a  single  source. 
To  help  you  compete. 

If  that  way  of  doing  business  makes  sense  to  you, 
we  think  alike. 


16  First  National  Bankof  Cliicago  @ 
Y)u  compete.  We  compete. 

Irst  National  Bank  of  Chicago,First  Chicago  Corporation,  has  installations  in  Amsterdam,  Athens,  Beirut,  Bogota,  Brussels,  Dublin, 

I  if,  Frankfurt,  Geneva,  Guatemala  Qty,  Hong  Kong,  Jakarta,  Kingston,  London,  Madrid,  Mexico  City,  Milan,  Nairobi,  Panama  City, 

ne,  Sao  Paulo,  Singapore,  Stockholm,  Sydney,  Tot^o  and  Toronto.  In  New  York:  First  Chicago  International  Banking  Corporation. 

ago  International,  Los  Angeles.  First  Chicago  Leasing  Corporation:  installations  in  Chicago,  New  York,  London  and  Toronto. 

lal  Corporation  is  a  Federal  Licensee  under  the  Small  Business  Investment  Act  of  1958. 

Member  F.D.I.C. 


in  fear  that  Sperry  would  follow  GE 
and  RCA  in  abandoning  the  computer 
business.  IBM  salesmen  did  nothing  to 
calm  these  fears. 

But  Univac  has  been  able  to  re- 
tain 90%  of  the  RCA  users.  This,  ac- 
cording to  President  Gerald  G.  Probst, 
has  enabled  Univac  to  boost  its  share 
of  the  world  market  from  around  7% 
to  9%. 

Univac  recently  overtook  IBM  to 
become  the  largest  supplier  of  com- 


puters and  computer  services  to  U.S. 
Government  agencies.  It  also  has  been 
making  progress  overseas.  Lyet  boasts 
that  it  now  has  18%  of  the  Japanese 
market  vs.  IBM's  36%. 

Since  the  original  RCA  acquisition, 
Univac  has  also  taken  over  RCA's 
point-of-sale  equipment,  Schlumber- 
ger  Ltd.'s  EMR-Computer  and  Infor- 
mation Storage  Systems,  a  manufac- 
turer of  memory  systems.  Probst  sees 
tremendous   possibilities   in   point-of-< 


sale  terminals,  a  computerized  su- 
permarket checkout  counter-which 
could,  he  says,  "evolve  into  depart- 
ment stores  and  lead  to  the  sale  of 
big  computers."  He  predicts  that, 
within  five  years,  the  market  for  com- 
puters like  point-of-sale  will  reach  $1 
billion. 

"Our  overall  strategy,"  he  says,  "is: 
Move  into  markets  where  IBM  isn't 
or  else  be  a  good  deal  better."  A  tall 
order,  but  Univac's  record  is  good. 


Honeywell 


1972  sales:  $2.1  billion.  Earnings  per  share:  $4.08  P  /  E:  23. 


To  EACH,  HIS  OWN  Strategy.  Other 
competitors  of  IBM  have  chosen  not 
to  meet  the  computer  giant  head-on. 
They  have  looked  for  areas  where 
they  could  achieve  supremacy,  as,  for 
example.  Control  Data  has  done  in 
supercomputers.  Not  Honeywell.  The 
company,  says  President  Stephen  F. 
Keating,  decided  years  ago  to  "be  a 
full-line  supplier."  It  also  decided  to 
"go  after  a  market  share  big  enough 
to  give  us  the  critical  mass  to  support 
necessary  research  and  development 
spending." 

To  achieve  this,  Honeywell  in  1970 
took  over  GE's  computer  business— 
an  installed  base  of  5,000  computers 
and  seven  plants  with  some  27,000 
employees. 

Honeywell  was  strong  in  medium- 
sized  computers,  GE  in  large  and 
small.  This  gave  the  company  that 
emerged  from  the  acquisition,  Honey- 


well    Information     Services,  Binger 

what  Honeywell  had  been 
looking  for— a  full  line.  Hon- 
eywell's business  strength 
was  mostly  in  the  U.S.,  GE's 
mostly  in  Europe.  Combin- 
ing Honeywell's  computer 
business  with  GE's  gives  HIS 
around  9%  of  the  worldwide 
installed  base,  about  in  line 
with  Univac's  current  share. 
According  to  Chairman 
James  H.  Binger,  HIS  now  ac- 
counts for  50%  of  Honey- 
well's revenues. 

The    marriage    also    gave 
HIS  the  economies  of  scale. 
Keating     cites     R&D.     HIS 
spends  less  for  it  than  Honeywell  and 
GE   did   separately,   but   claims   it   is 
still  able  to  spend  more  than  anyone 
but  IBM. 

No   marriage   is   without   its   prob- 


lems. The  major  one:  Honey- 
well's and  GE's  computers 
were  incompatible.  HIS  has 
gone  a  long  way  toward  ex- 
panding and  integrating  the 
two  lines,  but  the  process  is 
not  yet  complete. 

One  of  the  consequences 
is  that  Honeywell's  profits 
have  been  hurt.  While  over- 
all sales  have  doubled  over 
the  past  five  years,  earnings 
per  share  have  grown  much 
more  slowly.  Ahead  for  HIS 
^^3jis  lie    further    heavy    expepdi- 

^^^^  tures  to  achieve  compatibili- 
ty. Honeywell's  noncomputer 
half  also  faces  some  problems.  It 
makes  such  things  as  controls  for 
heating  and  cooling  and  for  defense 
work.  Housing  starts  are  declining, 
and  defense  business  is  uncertain. 


National  Cash  Register 


1972  sales:  $1.6  billion.  Earnings  per  share:  $2.68  def.  P  /  E:  O. 


"There  is  nothing  wrong  with  our 
business,"  NCR's  new  (since  July) 
boss  William  S.  Anderson  says,  un- 
derstandably defensive.  "Everybody 
thinks  it  is  a  horrible  crime  to  lose 
money.  But  just  look  at  our  compet- 
itors. Burroughs  did  badly  years  ago. 
They  just  started  their  write-off  peri- 
od earlier.  We  were  late,  that's  all." 

NCR,  smallest  of  the  Little  Five  with 
barely  3%  of  the  market,  spent  20 
years  wondering  how  deeply  it  should 
get  involved  in  computers.  Most  top 
NCR  men  thought  its  free-standing 
mechanical  business  machines  would 
keep  NCR  booming  through  the  Sev- 
enties. They  were  dead  wrong. 

Last  year  NCR  took  a  $135-million 
pretax  write-off,  dumped  part  of  its 
electro-mechanical  machines  business, 
and  reported  a  deficit  of  $2.68  a 
share.  "In  the  future,"  says  Anderson, 
"we  will  not  make  anything  that  can- 
not be  linked  with  a  computer." 


Anderson  says  that  today 
one  brand  of  computer  is 
much  like  another.  What  is 
different  is  the  system  design 
—the  way  you  string  busi- 
ness machines  and  data  ter- 
minals together  to  speed  up 
a  customer's  paperwork. 
There  he  believes  NCR  with 
1,000  marketing  and  servic- 
ing offices  in  100  countries 
has  the  edge  in  knowing  what 
the  world's  businessmen 
want.  "No  one,"  says  Ander- 
son, "knows  more  about  mer- 
chants than  NCR.  Even 
IBM  will  not  dispute  that. 

"The  banks  don't  belong 
to  Burroughs,"  continues 
Anderson.  "Worldwide  we  are  neck 
and  neck  in  banking.  In  Japan  we 
have  twice  as  many  as  they."  Last 
month  Japan's  Sumitomo  Bank  or- 
dered $23  million  worth  of  NCR  corn- 


Anderson 

puters  for  the  largest  real- 
time banking  installation  in 
the  world. 

The  problem  is  equip- 
ment. Here  NCR  has  catch- 
ing up  to  do.  Fully  two-thirds 
of  NCR  computers  are  small 
ones,  renting  below  $10,000 
a  month.  Even  in  retailing, 
a  target  since  August  for 
IBM— NCR  has  run  second 
to  Singer  in  orders  for  point- 
of-sale  terminals. 

NCR     has     joined     forces 
with  Control  Data— strong  in 
big  computers— to   make   pe- 
ripheral computer  equipment 
and  to  run  a  joint  R&D  lab- 
oratory. The  lab  will  design  computers 
for  both  companies.  Thus  the  smallest 
two  remaining  major  computer  com- 
panies  are   drawing   closer   together. 
They  make  an  interesting  pair. 
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The^pate  A?^  Fruit  Ca    Chri/tbpher  Agapito.  Age  10-  P^-esideh't 


Christopher's  equation:  What  goes  up  must  come  down,  via  city-seeking  balloons.  Delivery  subject  to  head  winds. 


Far  out  or  far  in?  Sometimes  it's  a  tough  question. 
A  lot  of  materials  handling  ideas  that  used  to 
sound  like.science  fiction  are  matters  of  fact 
today.  For  instance,  Eaton  is  far  into  automated 
handling  systems  that  can  be  linked  to  computers. 
And  we  have  new  lift  trucks,  hoists,  loaders,  cranes 
and  forestry  equipment  of  revolutionary  design. 

Tomorrow?  A  new  age  of  efficiency  in  materials 
handling,  indoors  and  out.  And  Eaton  ideas  will  help  it 
happen— ideas  that  might  astound  even  Christopher. 


At  Eaton,  anticipating  cliange— and  helping  it 
happen  through  innovation  is  the  big  idea.  We're 
diversified.  Global.  And  growing.  With  futures  in 
materials  handling,  construction,  industrial 
automation,  trucking,  automotive,  security, 
housing  and  leisure. 

Get  to  know  us  better.  Write  for  our  book, 
"Profile  for  Progress" 

Eaton  Corporation,  World  Headquarters, 
1 00  Erieview  Plaza,  Cleveland,  Ohio  441 1 4. 


T 


Oil  has  become  a  tace 
against  time. 


No  one  wanted  to  believe  that  an 
energy  crisis  was  coming. 

It  is  now  a  reality. 

Oil  is  the  key.  It  provides  7  5% 
of  the  worlds  energy,  and  will, 
until  practical  substitutes  are  available. 
But  oil  today  is  being  consumed 
faster  than  new  reserves  are  being 
found. 

To  meet  the  need,  the  petroleum 
industry  is  being  called  upon  to 
provide  as  much  oil  (and  gas)  in  the 
next  10  years  as  in  the  entire 
preceding  century. 

No  small  task. 

FMC  is  no  idle  bystander.  We 
are  involved  as  suppliers  of 
equipment  to  the  petroleum  industry 
—very  specialized  equipment,  and 
very  essential. 

FMC  is  a  major  supplier  of 
wellhead  flow  control  assemblies, 
which  the  oil  people  call  "Christmas 
trees!'  Every  well  must  have  one,  and 
the  deeper  the  wells  go,  the  more 
complex  the  controls  become. 

FMC  Christmas  trees  designed 
for  sub'Sea  operations  are  being  used 
at  record  depths  of  1200  feet, 
helping  to  recover  oil  from  pools 


once  thought  beyond  reach. 

Our  tanker-loading  systems, 
enabling  one  operator  to  control 
hydraulically  the  complete  loading 
and  unloading  of  tankers  and  barges, 
save  precious  turnaround  time.  The 
same  principle  is  applied  to  loading 
tank  trucks  and  railroad  tank  cars. 

FMC  is  building  interco^stal 
tankers  powered  by  gas  turbine 
engines,  a  new  concept  which  may 
well  revolutionize  standards  for 
tanker  design  and  operation. 

We  also  are  working  on 
petroleum  substitutes,  including  an 
FMC  process  called  "Cogas"  to 
produce  pipeline  gas  from  coal. 

The  ultimate  solution  to  the 
energy  problem  may  depend  upon 
fuels  quite  different  from  those 
available  today;  but,  until  then,  oil 
must  continue  to  be  the  energy 
lifestream  of  the  modem  world. 

Our  technology  can  be 
useful  to  those  striving  to  close  the 
petroleum  gap. 

FMC  Corporation,  111  East 
Wacker  Drive,  Chicago  60601. 


•FMC 


Nostalgia  Note:  Dividends  Are  Bac/c 

There's  a  trend  back  to  the  fads  and  fancies  of  the 
Fifties  and  earlier.  Have  investors  joined  the  trend? 


Di\'iDENDS?  Yech!  You  could  almost 
hear  the  money  managers  groaning. 
Dividends  were  for  httle  old  ladies  in 
tennis  shoes.  A  real  he-man  investor 
was  interested  only  in  capital  gains. 
There  were  even  those  who  said  that 
smart  companies  shouldn't  pay  divi- 
dends at  all;  they  should  reinvest  the 
profits  to  build  earnings  per  share. 

But  now  it's  1973,  and  no  one  is 
sneering.  It's  almost  like  the  old  days 
when  dividends,  not  earnings  per 
share,  made  stocks  go  up  and  down. 

In  light  of  the  greater  interest  in 
dividends,  Forbes'  statisticians  have 
put  together  two  tables.  The  first  {he- 
low)  lists  candidates  for  possible  divi- 
dend increases.  It  includes  Big  Board 
companies  whose  current  dividend 
payment  as  a  percentage  of  earnings 


is  at  least  25%  below  their  average  for 
the  last  five  years  and  who  are  typ- 
ically big  dividend  payers  (at  least 
50%  of  earnings  historically).  The  sec- 
ond table  {p.  49)  shows  100  high- 
yielding  stocks:  industrials  paying  '7% 
or  more  and  utilities  paying  7)4%  or 
more.  To  make  the  list,  an  industrial 
stock  had  to  have  covered  its  dividend 
with  earnings  by  at  least  150%. 

A  number  of  factors  contribute  to 
the  new  interest  in  dividends.  Capital 
losses  rather  than  gains  have  been 
the  rule  in  recent  years;  as  measured 
by  the  Value  Line  Composite  Aver- 
age—a broad-based  and  unweighted 
yardstick— the  market  is  down  over 
50%  since  1968.  But  during  that  same 
period,  a  typical  portfoHo  yielding  5% 
could    have    made    up    almost    half 


of   that   capital   loss   from   dividends. 

Where  5%  or  6%  was  once  consid- 
ered a  high  yield,  a  Media  General 
study  recently  showed  that  30%  of 
dividend  paying  stocks  now  yield 
more  than  6%,  and  one  stock  in  ten 
pays  8%  or  more.  Some  of  these  stocks 
are  high  quality  equities.  General 
Motors,  for  instance,  will  yield  7%  if 
the  dividend  payments  from  the  last 
12  months  are  duplicated  in  the  com- 
ing year. 

Companies'  dividend  reinvestment 
plans  (  Forbes,  Sept.  1 )  have  promot- 
ed the  purchase  of  some  high-yield 
stocks  since  they  allow  the  payments 
to  be  plowed  back  into  more  stock  at 
low  cost.  Over  200  companies  now  of- 
fer dividend  reinvestment  and  the 
number  is  growing  rapidly. 

Finally,  the  Government's  Commit- 
tee on  Interest  &  Dividends  has  done 
its  part  by  relaxing  the  former  re- 
strictions on  dividend  increases.  Al- 
though there  are  still  controls,  pay- 
ments wiU  probably  be  free  to  rise  in 
line  with  earnings  in  the  future.  More 


Candidates  For  Dividend  Increases 

Indicated 

Latest 

Annual 

12-Month 

Payout  Ratio- 

— 

Dividend 

Earnings 

5-Year 

Recent 

Price/Earnings 

1973 

Company 

Rate 

Per  Share 

Current* 

Average 

Price 

Ratio 

Yield 

Price  Range 

Allied  Stores 

$1.40 

$3.75 

37% 

59% 

24 

6 

5.8% 

393/8 -22  V2 

American  Investment 

0.50 

1.15 

43 

63 

83/4 

8 

5.7 

12V2-83/8 

Anaconda 

0.50 

2.51 

20 

51 

IVk 

9 

2.2 

243/8-173/8 

Belden 

1.20 

2.54 

47 

79 

203/4 

8 

5.8 

303/4-18% 

Chemetron 

0.80 

2.30 

35 

52 

153/4 

7 

5.1 

22-133/4 

Cone  Mills 

1.08 

2.57 

42 

60 

161/8 

6 

6.7 

243/4 -16 

Cooper  Industries 

0.80 

3.10 

26 

55 

33 

11 

2.4 

37V2-21'/2 

Cyclops 

1.00 

5.40 

19 

55 

233/8 

4 

4.3 

26 'A -20% 

Diamond  Shamrock 

1.00 

2.31 

43 

79 

203/8 

9 

4.9 

23  V2 -167/8 

Genstar  Ltd. 

0.70 

2.07 

34 

60 

16 

8 

4.4 

I8V4-I53A 

Giant  Portland  Cement 

0.80 

1.63 

49 

66 

I2V4 

8 

6.5 

175/8-11  Vb 

B.F.  Goodrich 

1.00 

3.62 

28 

58 

21  V8 

6 

4.7 

301/8-1978 

Hammond 

0.40 

1.23 

33 

51 

93/4 

8 

4.1 

15 'A -73/4 

Kaiser  Cement  &  Gypsum 

0.50 

1.14 

44 

72 

75/8 

7 

6.6 

12V4-63A 

Libbey-Owens-Ford 

2.20 

4.81 

46 

73 

32  V2 

7 

6.8 

423/8-297/8 

Mead 

0.60 

1.72 

35 

77 

16V8 

9 

3.7 

18y8-13y8 

Meredith 

0.70 

1.87 

37 

51 

13 'A 

7 

5.3 

20y2-113/8 

Midland-Ross 

0.80 

1.54 

52 

82 

12^/8 

8 

6.2 

163/4-11 

Mohawk  Rubber 

1.00 

3.26 

31 

51 

16V8 

5 

6.2 

237/8-15 

National  Gypsum 

1.05 

1.89 

56 

78 

1278 

7 

8.2 

17V2-12V2 

Natomas 

0.25 

0.83 

30 

69 

39V8 

48 

0.6 

677/8 -28 'A 

North  American  Coal 

0.60 

1.77 

34 

54 

223/4 

13 

2.6 

283A -193/4 

Puerto  Rican  Cement 

0.40 

0.67 

60 

97 

73/8 

11 

5.4 

10'A-67/8 

Pullman 

2.00 

5.55 

36 

75 

7Vl2 

13 

2.8 

737/8-467/8 

Raybestos-Manhattan 

1.00 

3.76 

27 

81 

253/8 

7 

3.9 

323A-213A 

Raymond  International 

0.20 

0.91 

22 

57 

IOV2 

12 

1.9 

I2-7V2 

Ronson 

0.20 

0.50 

40 

71 

7 

14 

2.9 

73/8-5 

Signal  Companies 

0.60 

2.30 

26 

"80 

213/4 

9 

2.8 

225/8-157/e 

Standard  Pressed  Steel 

0.20 

0.99 

20 

94 

6% 

7 

2.9 

9 'A -63/8 

Stokely-Van  Camp 

1.00 

2.26 

44 

59 

15 

7 

6.7 

213A-14V8 

Triangle  Industries 

0.80 

1.71 

47 

84 

137/8 

8 

5.8 

16V8-11'/2 

U.S.  Gypsum 

1.60 

2.91 

55 

80 

20% 

7 

71 

273A-20'/8 

Vendo 

0.40 

0.94 

43 

58 

85/8 

9 

4.6 

15-77/8 

VWR  United 

0.48 

1.53 

31 

61 

113/4 

7 

4.1 

13V4-10 

Western  Air  Lines 

0.20 

1.15 

17 

70 

9V4 

8 

2.2 

143/e-6'/2 

'Indicated  annual  dividend  as  percen 

of  latest  12-month  eornings  per  share. 

Sources:  The  M/G  Finonciol  WeeUy, 

elslat  Systems 
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important  for  investors  though,  is  the 
fact  that  companies  can  make  up  for 
earher  constraints  by  immediately 
boosting  their  payout  ratios  back  to 
the  average  level  of  the  past  five 
years.  Many  companies  have  been 
quick  to  take  advantage  of  the  new 
rule  but  quite  a  few  (including  some 


that  have  already  voted  increases) 
are  still  paying  out  a  substantially 
smaller  portion  of  their  dividends  than 
they  have  in  the  past. 

Payout  policy  is  more  important  to 
some  stocks  than  to  others.  Utilities, 
for  example,  are  often  referred  to  as 
"money  stocks"  because  the  amount 


of  their  dividends  relative  to  the  pre- 
vailing level  of  interest  rates  goes  a 
long  way  toward  determining  the 
market  price  of  the  stock.  Utilities 
have  been  dull  performers  in  recent 
years  but  could  perk  up  during  a 
period  of  declining  interest  rates. 
Dividends?  Don't  knock  'em.  ■ 


The  Seven  Percenters 

Indicated 
Annual 

Indicated 
Annual 

Recent  Dividend 

Cover- 

Recent Dividend 

Cover- 

Price 

Rate 

Yield 

age* 

Price 

Rate 

Yield 

age* 

Industrials 

American  Can 

3OV2 

$2.20 

7.2% 

1.5 

Lamson  &  Sessions 

125/8 

1.00 

7.9 

1.7 

Amstar 

237/8 

1.70 

7.1 

1.9 

Ludlow 

125/8 

1.08 

8.6 

1.6 

Aristar 

IOV4 

0.72 

7.0 

2.3 

Marine  Midland  Banks 

251/8 

1.80 

7.2 

1.8 

John  Blair 

65/8 

0.48 

7.2 

1.7 

McCrory 

17 

1.20 

7.1 

3.6 

Canada  Southern  Ry 

31 

3.00 

9.7 

1.7 

McLouth  Steel 

213/8 

1.60 

7.5 

1.9 

Charter  New  York 

285/8 

2.00 

7.0 

1.8 

Missouri  Portland  Cement 

22% 

1.60 

7.0 

2.0 

Chessie  System 

43  V8 

3.35 

7.8 

2.2 

Morse  Shoe 

8% 

0.75 

9.2 

2.0 

Conwood 

26V4 

2.00 

7.6 

1.5 

G.  C.  Murphy 

17 

1.20 

7.1 

1.7 

First  National  State  Bancorp 

283/4 

2.00 

7.0 

1.9 

National  Gypsum 

12% 

1.05 

8.2 

1.8 

General  Cigar 

141/4 

1.20 

8.4 

1.7 

National  Steel 

343/8 

2.50 

7.3 

1.8 

General  Motors 

64% 

4.55 

7.0 

1.8 

NL  Inds 

13% 

1.00 

7.2 

1.7 

General  Portland 

lOVs 

0.80 

7.5 

2.0 

Norfolk  &  Western  Ry 

615/8 

5.00 

8.1 

1.7 

Grand  Union 

IIV2 

0.80 

7.0 

1.6 

Opelika  Mfg 

13% 

1.00 

7.2 

1.6 

W.  T.  Grant 

185/8 

1.50 

8.1 

1.6 

Pacific  Tin  Consolidated 

9 

0.65 

7.2 

2.1 

Grolier 

10 

0.90 

9.0 

1.7 

St.  Louis-San  Francisco  Ry 

313/4 

2.50 

7.9 

2.0 

Handleman 

8V2 

0.68 

8.0 

1.8 

Southern  Pacific 

29% 

2.16 

7.2 

1.6 

Hayes-Albion 

13% 

1.00 

7.5 

2.0 

Stride  Rite 

8% 

0.65 

7.3 

2.2 

Holly  Sugar 

13 

1.00 

7.7 

1.7 

Talley  Inds 

53/8 

0.60 

11.2 

1.8 

Houdaille  Inds 

11% 

0.90 

7.6 

2.1 

J.  Walter  Thompson 

14 

1.00 

7.1 

2.1 

Illinois  Central  Inds 

181/4 

1.30 

7.1 

2.5 

United  Merchants  &  Mfrs 

185/8 

1.30 

7.0 

2.2 

Inland  Steel 

28  V4 

2.00 

7.1 

2.0 

U.S.  Freight 

185/8 

1.40 

7.5 

1.5 

interlake 

23  Va 

1.80 

7.8 

1.9 

U.S.  Gypsum 

20% 

1.60 

77 

1.8 

Jones  &  Laughlin  Steel 

17V8 

1.35 

7.9 

1.9 

U.S.  Shoe 

131/8 

0.95 

7.1 

2.1 

Kansas  City  Southern  inds 

28V2 

2.00 

7.0 

1.8 

Wurlitzer 

10% 

0.80 

7.4 

1.9 

Utilities 

Baltimore  Gas  &  Electric 

26V8 

$1.96 

7.5% 

1.5 

National  Fuel  Gas 

23% 

1.90 

8.0 

1.7 

Boston  Edison 

303/4 

*  2.44 

7.9 

1.2 

New  England  Electric  System 

231/4 

1.78 

7.7 

1.4 

Brooklyn  Union  Gas 

213/4 

1.72 

7.9 

1.2 

New  England  Tel  &  Tel 

311/2 

2.36 

7.5 

1.1 

Cascade  Natural  Gas 

10% 

0.92 

8.5 

1.8 

New  York  State  Elec  &  Gas 

281/8 

2.16 

7.7 

1.4 

Central  Hudson  Gas  &  Electric  21  Va 

1.60 

7.5 

1.9 

Niagara  Mohawk  Power 

15 

1.14 

7.6 

1.4 

Central  Illinois  Light 

21  y4 

1.60 

7.5 

1.3 

Northeast  Utilities 

133/8 

1.02 

7.6 

1.4 

Central  Illinois  Public  Service  15 

1.20 

8.0 

1.2 

Northern  Illinois  Gas 

255/8 

1.92 

7.5 

1.6 

Commonwealth  Edison 

30 

2.30 

7.7 

1.4 

Orange  &  Rockland  Utilities 

155/8 

1.20 

77 

1.2 

Consolidated  Edison 

223/4 

1.80 

7.9 

1.2 

Pacific  Lighting 

213/4 

1.68 

77 

1.4 

Consolidated  Natural  Gas 

263/4 

2.03 

7.6 

1.6 

Pennsylvania  Power  &  Light 

21% 

1.68 

77 

1.5 

Consumers  Power 

26 

2.00 

7.7 

1.4 

Peoples  Gas 

291/4 

2.24 

77 

1.7 

Dayton  Power  &  Light 

213/8 

1.66 

7.8 

1.2 

Philadelphia  Electric 

201/8 

1.64 

8.1 

1.2 

Duquesne  Light 

22V2 

1.72 

7.6 

1.3 

Piedmont  Natural  Gas 

16 1/2 

1.28 

7.8 

2.1 

Empire  District  Electric 

151/2 

1.28 

8.3 

1.2 

Potomac  Electric  Power 

143/8 

1.08 

7.5 

1.4 

Equitable  Gas 

31 1/4 

2.40 

7.7 

1.8 

Public  Service  Co  of  N.H. 

20% 

1.64 

7.9 

1.3 

Gas  Service 

14 

1.12 

8.0 

1.5 

Public  Service  Electric  &  Gas 

213/4 

1.72 

7.9 

1.4 

General  Public  Utilities 

201/8 

1.60 

8.0 

1.4 

St.  Joseph  Light  &  Power 

143/8 

1.12 

7.8 

1.6 

Illinois  Power 

273/8 

2.20 

8.0 

1.1 

Savannah  Electric  &  Power 

14% 

1.12 

7.5 

1.3 

Interstate  Power 

165/8 

1.32 

7.9 

1.2 

South  Jersey  Industries 

201/4 

1.56 

77 

1.6 

Iowa-Illinois  Gas  &  Electric 

181/2 

1.44 

7.8 

1.7 

Southeastern  Public  Service 

151/4 

1.28 

8.4 

1.1 

Iowa  Public  Service 

19 

1.48 

7.8 

1.2 

UGI 

15% 

1.32 

8.3 

1.4 

Kansas  City  Power  &  Light 

283/4 

2.20 

7.7 

1.4 

Union  Electric 

16% 

1.28 

7.9 

1.1 

Kansas  Gas  &  Electric 

19% 

1.52 

7.6 

1.6 

United  Illuminating 

291/2 

2.24 

7.6 

1.6 

Kentucky  Utilities 

225/8 

1.74 

7.7 

1.6 

Washington  Gas  Light 

24 

1.88 

7.8 

2.0 

Laclede  Gas 

195/8 

1.50 

7.6 

1.8 

Western  Union 

I61/4 

1.40 

8.6 

1.3 

Minnesota  Power  &  Light 

191/8 

1.46 

7.6 

1.6 

Wisconsin  Public  Service 

16 1/4 

1.24 

7.6 

1.4 

'Latest   12-month  earnings  divided  by  inc 

icated  annual  dividend 

rate. 
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Score  a  point  for  the 
winning  team  of  The  Baker 
CastorOil  Company,  an  NL 
subsidiary,  whose  Vorite^ 
castor-urethane  adhesive 
is  being  widely  used  to  hold 
down  artificial  turf  in  sport- 
ing arenas.Thisflexibleand 
tough  adhesive  holds  its 
own  on  these  and  many 
other  recreational  surfaces 
in  any  kind  of  weather. 

Thisisjustoneof  the 
many  ways  in  which  our 
worldwide  operations  meet 
the  needs  of  modern  living, 
supplying  a  wide  variety  of 
metals,,chemicals,  fabricated 
materials  and  services. 
Want  to  know  more  about 
us? For  your  copy  of 
our  latest  Annual  Report, 
write  N  L  Industries,  Inc., 
1 1 1  Broadway,  New  York, 
New  York  10006. 
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Trust'Bust/ng: 

Now  It's  a  Game  Everybody  Can  Play 


Private  antitrust  lawsuits  may  turn  into  the  biggest 

thing  for  lawyers  since  taxes  and  the  automobile  came  along. 


INDUSTRIES 


AxTiTKusT,  trust-busting,  is  an  Ameri- 
can tradition  nearly  a  century  old  now, 
and  for  most  of  this  time  it  has  been 
a  veritable  yo-yo.  Tough  enforcement 
one  administration,  limbo  the  next. 

Under  the  Nixon  Administration, 
antitrust  policy  has  been  most  of  the 
time  a  reluctant  stepchild;  the  Ad- 
ministration's one  zealous  trustbuster, 
former  Assistant  Attorney  General 
Richard  W.  McLaren,  was  eased  into 
a  federal  judgeship. 

But  now,  it  appears  as  though  anti- 
trust is  into  another  fltirry  of  activity. 
Recently  the  Justice  Department 
stepped  into  the  private  lawsuit  by 
Control  Data  against  International 
Business  Machines.  Last  month  it 
charged  Goodyear  and  Firestone  with 
monopoUstic  practices.  The  division 
has  (since  July  1972)  a  tough  new 
head,  Thomas  A.  Kauper,  a  onetime 
University  of  Michigan  professor.  He 
urges  more  and  stiffer  jail  terms  for 
erring  executives,  and  increased  fines. 
In  one  sense,  Kauper  is  a  true  child  of 
the  Nixon  Administration:  He  believes 
in  decentralization  of  power.  Trust- 
busting,  he  says,  is  not  the  exclusive 
preserve  of  the  Federal  Government, 
but  should  be  dispersed  both  to  local 
governments  and  to  the  private  sector. 

From  now  on,  Kauper  told  Forbes, 
"The  antitrust  system  has  to  rely,  at 
least  in  part,  on  the  private  antitrust 
bar."  This,  in  fact,  is  already  happen- 
ing. Last  year.  Justice  launched  80 
antitrust  prosecutions.  At  the  same 
time,  there  were  1,300  private  suits 
started. 

Antitrust  has  changed.  No  longer 
is  it  the  old-fashioned  bludgeon  used 
in  Teddy  Roosevelt's  day  to  counter 
kickbacks  and  brutal  elimination  of 
competition  by  railroad  tycoons  and 
oil  barons,  The  already  vague  doc- 
trine "unreasonable  restraint  of  trade" 
has  become  vaguer  still,  but  far 
broader.  Asphalt  contractors,  school 
book  suppliers,  and  drug  wholesalers 
are  as  vulnerable  as  the  old  barons 
of  business.  It  is  no  longer  trust-bust- 
ing per  se.  It  now  is  a  weapon  to  be 
used  against  concentration  as  well  as 
against  monopoly. 

Antitrust  has  become  a  game  any 
number  can  play.  Small  businessmen 
can  use  it  against  larger  competitors. 
State  and  local  governments  see  anti- 
trust as  a  new  source  of  revenue  and 
voter  approval. 

And   the   legal    profession,    ah    the 
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lawyers!  For  the  bar,  the  growth  in 
private  •  antitrust  suits  could  be  the 
new  gold  mine  to  replace  the  neg- 
ligence business  that  no-fault  insur- 
ance may  reduce. 

For  lawyers,  the  magic  phrase  is 
treble  damages.  If  the  court  agrees 
that  a  company  has  caused  injury 
through  its  unfair  business  practices, 
you  collect  three  times  the  actual  dam- 
age you  suffered.  And  you  can  sue  for 
damages  for  at  least  four  years  after 
the  fact.  The  simple  threat  of  treble 
damages  is  enough  to  force  many  de- 
fendants into  out-of-court  settlements. 

E  Unum  Phribus 

Instead  of  one  set  of  federal  stan- 
dards, businessmen  now  also  face  50 
state  laws  and  forbiddingly  tough 
penalties.  Most  ominous  of  all  is  the 
trial  of  public  opinion— to  which  the 
courts  are  by  no  means  immune.  The 
public  is  showing  growing  concern 
about  the  concentration  of  economic 
power  in  major  industries.  The  four 
largest  companies  in  each  of  three  in- 
dustries—aluminum, auto  and  soap 
and  detergents— control,  respectively, 
close  to  100%,  92%  and  70%  of  their 
markets.  And  scandals  such  as  Equity 
Funding,  ITT  and  the  oil  shortage 
make  the  pubhc  even  more  suspicious 
of  business. 

If  the  Justice  Department  were  the 
only  enforcer,  only  limited  action 
could  be  expected.  But  Arthur  Cantor, 
a  former  aid  to  Dick  McLaren,  says: 
"Effective  enforcement  of  antitrust 
laws  depends  on  the  willingness  of 
those  outside  the  Government  to  file 
suits.  Whether  Justice's  enforcement 
is  vigorous  or  lax  makes  little  differ- 
ence." His  point  is  that  federal  agen- 
cies no  longer  have  the  resources  to 
keep  up.  The  numbers  bear  him  out. 

The  Justice  Department's  Antitrust 
Division  has  327  lawyers  and  an  an- 
nual budget  of  $12.5  million.  The 
Federal  Trade  Commission  Bureau 
of  Competition,  which  last  month 
urged  the  break-up  of  eight  major  oil 
companies,  has  a  $4-million  biidget 
and  a  staff  of  135  lawyers.  Tlie  Wall 
Street  law  firm  of  Sullivan  &  Cromwell 
boasts  a  larger  staff,  with  160  lawyers. 

The  answer  may  well  be:  private 
lawyers  and  local  antitrust.  Antitrust 
divisions  are  being  formed  daily  in 
state  capitals  where  more  than  40 
antitrust  laws  that  predate  the  Sher- 
man Act  have  lain   moldering  as   in- 
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Chased  employee 

benefit  record-keeping  sy;stem 

puts  a  zipper  on  complaints. 


It's  called  BeneKeep™*  BeneKeep 
closes  out  complaints  because  no 
other  employee  benefit  record-keep- 
ing system  is  more  accurate,  more 
flexible  or  faster. 

The  windfall  for  you:  fewer 
gripes,  better  morale,  and  more  at- 
tention to  overall  plan  concepts. 

The  up-to-the-minute  Chase 
Manhattan  BeneKeep  computer  sys- 
tem is  modular  designed  to  select 
and  run  only  those  plans,  funds  or 
participants  specifically  requested. 
(This  means  lower  costs  for  you.) 

BeneKeep  can  take  on  the 
most  sophisticated  features  of  your 
plan:  thrift  and  savings,  stock  pur- 
chase, money  purchase,  profit  shar- 
ing.and  HR-10.  It  can  cruise  through 
complicated  vesting,  withdrawal  and 


suspension  features.  BeneKeep  can 
help  detangle  even  the  unusual  prob- 
lems created  by  the  Tax  Reform  Act 
of  1969. 

We  can  handle  any  number  of 
participants  from  the  largest  plan  to 
smaller  operations  where  we  recom- 
mend our  IRS-approved  Master  Plan. 

If  your  record-keeping  is  in- 
house,  BeneKeep  can  release  valu- 
able people  and  resources  for  other 
important  duties. 

But  for  complete  information, 
call  (212)  552-3091  orwrite:  Barton 
D.  Graham,  Chase  Manhattan  Bank, 
1  Chase  Manhattan  Plaza,  New  York, 
N.Y.  10015. 

With  Chase  Manhattan's 
BeneKeep  on  the  job,  complaints 
stay  buttoned  up  for  good. 


In  an  increasingly  complex  financial  world, 
you  have  a  friend  at  Chase  Manhattan. 
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•Trade  Mark  of  Chase  Manhattan  Bank 


lame  any  trucjcei^  forwarder, 
lilroad  or  bus  line  that  can 


latch  the  ten  services  of  the 
w  REA  Express  system  and 

I  eat  this  ad!" 


1 

2 
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Notional  Coverage. 

We  take  your  shipment  door-to-door,  via 
REA  Express,  to  22,000  communities  in  all 
50  states,  Canada  and  Puerto  Rico.  Or  just 
about  anywhere  a  truck  can  travel. 

Single  Girrier  Responsibility. 

Since  our  8,000-truck  fleet  operates  anywhere 
in  the  country,  we  never  use  middlemen  or 
other  carriers.  It's  one  waybill,  one  carrier. 


Tom  Kole,  President,  REA  Express,  inc. 
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Service  Network. 

Something  new  and  a  tough  act  for  anyone  to 
follow.  It's  95  Customer  Service  Centers  linked 
by  computer  and  ready  to  answer  a  query  or 
quote  a  price. 

Computerized  trocingJ 

On  the  ground,  we  trace.  In  the  air  we  track. 
Either  way,  our  computer  system,  TEAM , 
knows  where  your  shipment  is,  domestically 
or  internationally. 

Flexible,  competitive  rotes 
and  tariffs  for  LTL  shippers. 

Our  system  specializes  in  less-than-truckload 
(LTU)  shipments,  so  you'll  find  our  rate  struc- 
ture from  50  to  1000  pounds  difficult  to  beat. 

340  Service  Centers. 

You  don't  want  your  shipments  sitting  around. 
We  don't  want  them  sitting  around.  So  we're 
continuing  to  install  modern  automated  con- 
veyor equipment  in  these  centers  that  can  load 
or  unload  an  entire  trailer  in  less  than  an  hour! 
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24/48-liour  truck  delivery 
with  Silver  Bullet  Service. 

It's  the  fastest  way  out  of  16  metropolitan  areas 
to  more  than  93%  of  the  U.S.  marketplace  for 
national,  regional  or  local  distribution  of  LTL 
shipments  ...at  no  extra  cost. 

One-day,  priority  Air  Express 
service  to  522  airport  cities. 

Only  REA  Air  Express  has  priority  because 
only  REA  Express  has  the  scheduled  airlines 
for  partners.  Your  shipment  is  loaded  on  the 
first  available  flight  before  any  freight. 

international  air 
forwarding  service. 

The  newest  part  of  our  system, 
REAExpressCo,  takes  your  shipment  to  any 
worldwide  destination. 

The  country's  kirgest  customs 
brokerage  network. 

With  brokerage  service  in  26  U.S.  and 
Canadian  cities,  our  system  makes  it  easy  to 
get  a  shipment  into  the  country. 


We  give  you  more  service  at  less 
cost  and  we'll  prove  it.  caii  your  locai  rea 

representative  for  a  complete  distribution  analysis  or, 
write  to  me:  Tom  Kole,  President,  REA  Express,  Inc., 
Dept.  74 ,     219  East  42nd  Street,  New  York,  N.Y.  10017. 

(You  can't  beat  us,  so  why  not  join  us.''] 


REA  Express.  The  One  Carrier  System. 
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teiesting  relics  of  the  farmer  upris- 
ings of  the  1880s  against  the  railroad 
combines.  In  addition,  some  business- 
men now  look  on  antitrust  suits  as  a 
tool  to  use— cynically  sometimes— in 
evening  up  the  competitive  odds. 

The  opportunity  to  expand  anti- 
trust did  not  exist  a  decade  ago.  Anti- 
trust suits  were  expensive.  Usually  a 
citizen  waited  until  the  Justice  De- 
partment won  a  conviction,  then  filed 
to  be  included  in  the  settlement.  In 
the  1960  General  Electric  case,  there 
were  2,196  private  suits  attached. 

In  1966,  however,  it  became  easier 
for  an  individual  or  a  nonfederal  agen- 
cy to  sue.  The  federal  rules  for  civil 
procedure  were  changed,  liberalizing 
so-called  class-action  suits.  The  game 
changed.  A  company  or  consumer 
could  then  bring  a  suit  on  behalf  of  a 
number  of  people  or  companies.  Since 
1966  the  number  of  private  suits  filed 
has  trebled. 

A  wave  of  private  suits  can  radical- 
ly change  an  industry.  In  the  last 
five  years  there  have  been  roughly  80 
private  suits  in  the  franchise  industry. 
Franchise  holders  have  alleged  re- 
straint of  trade  on  the  part  of  fran- 
chisers who  require  the  franchisee  to 
purchase  supplies  from  designated 
suppliers.  As  with  most  antitrust  suits, 
the  majority  of  the  80  were  settled  out 
of  court.  But  they  have  forced  a 
broad  rewriting  of  franchise  contracts 
to  allow  more  liberal  choices  of  supply. 
Some  franchise  organizations  antici- 
pate antitrust  actions  by  rewriting  con- 
tracts voluntarily  in  exchange  for  an 
agreement  from  the  franchise  holder 
that  he  will  not  sue  for  past  abuses. 

Crossing  the  Bar 

Says  Philip  Zeldman,  private  anti- 
trust lawyer,  whose  firm  has  repre- 
sented some  50  franchisers,  "Even 
companies  who  have  not  had  a  suit 
filed  against  them  will  need  to  rewrite 
contracts.  Companies  now  seek  more 
guidance  from  the  legal  profession  as 
a  matter  of  course." 

At  first,  states  getting  Into  antitrust 
suits  hired  private  lawyers  to  litigate 
their  cases  since  few  state  lawyers  had 
personal  experience  in  the  area. 

When  43  states  and  New  York  City 
sued  four  major  drug  companies  for 
price-fixing  the  drug  Tetracycline, 
they  were  awarded  $100  million  in 
damages  and  the  private  attorneys 
walked  ofiF  with  20%-$20  million. 
The  next  step  for  many  states  was 
obvious:  An  antitrust  division  was 
formed  in  Maryland  in  1970  and  in 
1972  Pennsylvania  followed  suit. 
Other  states  are  putting  more  teeth 
into  the  laws  already  on  their  books. 
New  York  State,  whose  antitrust  law 
predates  the  Sherman  Act,  will  seek 
to  have  its  penalties  toughened.  Price- 


fixing  would  be  upgraded  from  a  mis- 
demeanor to  a  felony  with  a  maximum 
prison  term  of  four  years. 

Will  the  states  get  into  a  contest 
with  the  federals?  Not  necessarily. 
Says  Charles  LaTorella  of  New  York's 
Antitrust  Division:  "Cases  that  have 
a  great  impact,  say  on  3  million  peo- 
ple in  Brooklyn,  are  small  fish  to  Jus- 
tice. They  can't  handle  all  the  small 
cases  anymore." 

Many  state  antitrust  chiefs  feel  they 
can  bring  politically  sensitive  suifs  thalf 
Washington  agencies  find  too  hot  to 
handle.  Justice  Antitrust  denies  bow- 
ing to  political  pressure,  but  it  is  the 
only  division  of  the  department  which 


Kauper  of  Justice 

must  have  its  prosecutions  approved 
by  the  Attorney  General  personally. 

Says  Michael  Spiegel  of  California's 
Antitrust  Division,  "Some  of  us  were 
not  satisfied  with  what  came  out  of 
Washington  on  the  oil  company  and 
the  energy  shortage,  so  we've  filed 
our  own  suits."  A  number  of  states 
have  joined  in  a  suit  against  the  four 
major  automakers,  charging  a  con- 
spiracy to  delay  development  of  anti- 
pollution devices.  Says  Pennsylvania's 
Peter  Brown,  "When  [former  Attorney 
General  John]  Mitchell  dropped  the 
case,  the  states  filed  suit." 

Suits  against  big  corporations  are 
immensely  popular,  the  state  trust- 
busters  are  finding.  Says  California's 
Spiegel,  "It  can  be  very  popular,  be- 
cause the  states  return  the  money 
they  get  to  local  governments  and 
private  citizens." 


Brown  of  Pennsylvania  recalls  that 
the  award  in  the  state's  suit  on  the 
purchases  of  Tetracycline,  an  anti- 
biotic provided  in  state  institutions 
and  in  such  progiams  as  Medicare 
and  Medicaid,  "was  returned  to  citi- 
zens around  Christmas.  We  got  letters 
on  that.  The  checks  ranged  from  $1.23 
to  $1,800." 

The  Justice  Department's  Kauper 
does  not  object  to  this  competition. 
"We  will  put  more  emphasis  on  the 
larger  industries,"  he  says.  "We  will 
worry  about  those  that  tend  to  add  to 
concentiation  in  industries— mergers, 
joint  ventures,  tie-in  arrangements. 
Historically,  antitrust  here  has  been 
pretty  much  a  responding  agency. 
There  is  a  need  for  planning  ahead 
to  identify  those  industries  which,  on 
the  basis  of  economic  indicators,  are 
headed  into  possible  violations." 

New  Targets 

Another  hitherto  untouched  target 
for  Kauper's  division  are  the  regulated 
industries  and  utilities.  He  warns:  "We 
will  be  putting  more  time  and  energy 
into  those  areas.  Injection  of  competi- 
tion into  regulated  industries  is  ter- 
ribly important  to  improve  service  and 
profitability."  Kauper  explains:  "We 
can  go  into  a  regulatory  agency's  rule- 
making procedure  and  fully  affect  an 
entire  industry  in  one  swipe." 

Not  everyone  is  overjoyed  at  the 
new  antitrust  boom.  Federal  judges 
for  one  have  their  court  dockets 
clogged  with  class-action  suits.  New 
rules  of  federal  procedure  are  being 
proposed  that  could  make  it  harder 
to  bring  these  suits;  a  case  is  pending 
in  the  U.S.  Supreme  Court  that  could 
accomplish  the  same  thing. 

And,  of  course,  for  businessmen  the 
decentralization  of  antitrust  is  one 
more  burden  of  won'ies  and  of  legal 
costs.  There  is  little  they  can  do  about 
it.  Faced  with  an  antitrust  suit  from 
the  FTC  in  July  1971,  the  big  soft- 
drink  bottlers  tried  to  circumvent  the 
courts  by  lobbying  for  special  legisla- 
tion to  permit  them  to  maintain  ex- 
clusive territories  (  Forbes,  Feb.  1 ) . 
The  bill  is  still  pending,  but  it  is  un- 
likely that  Congress  would  swallow 
too  many  such  laws. 

Now  businessmen  will  have  to  wor- 
ry not  only  about  legitimate  suits,  but 
also  about  unsci-upulous  strike  law- 
yers and  headline-hunting  government 
officials.  It  may  be— as  many  business- 
men and  some  professors  claim— that 
our  present  attitude  toward  antitrust 
is  obsolete  in  a  world  where  bigness 
is  necessary  and  inevitable.  But  this 
argument  seems  to  be  largely  aca- 
demic. So  far  as  most  businessmen  are 
concerned,  the  antitrust  situation  is 
going  to  get  worse  before  it  gets 
better.   ■ 
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Arvin's  Big  Chance 

As  the  homely  muffler  becomes  a 
catalytic  converter,  it  creates 
a  great  opportunity  for  Arvin  Industries. 
Can  Arvin  grasp  it? 


It  may  look  like  a  lot  of  dirty  air 
to  some  people,  but  to  Arvin 
Industries,  the  muffler  maker, 
it  looks  like  a  market 
worth  millions  of  dollars. 


You  don't  talk  about  garbage  col- 
lectors and  trash  anymore;  you  talk 
about  sanitary  engineers  and  waste 
disposal.  You  don't  talk  about  auto- 
mobile mufflers  anymore  either,  you 
talk  about  emissions-control  catalytic 
converters  and  manifold  reactors. 

It  may  sound  a  bit  high-falutin' 
or  even  just  plain  ridiculous  to  some 
people;  to  others  it  sounds  like  mon- 
ey. Especially  to  people  at  Arvin  In- 
dustries, the  Columbus,  Ind.  compa- 
ny that  each  year  supplies  two-thirds 
of  the  exhaust  systems  on  American- 
made  cars. 

This  kind  of  talk  helped  to  more 
than  treble  the  price  of  Arvin  Indus- 
tries shares  in  1970-71.  No  longer 
was  Arvin  just  a  metal-bender.  Now  it 
was  a  technology  company.  Since  the 
end  of  last  year  the  prevailing  skep- 
ticism about  "concepts"  of  all  sorts 
has  sent  Arvin  shares  back  down. 
But  what  of  the  new  technology? 

The  stock  notwithstanding,  it  is  go- 
ing quite  well.  Ar\an  is  happily  clutch- 
ing three-year  contracts  from  Ford 
and  Chrysler  to  provide  at  least  70% 
of  their  combined  requirements  for 
catalytic  converter  cover  units  begin- 
ning with  the  1975  model  year. 

Eugene  Anderson,  Arvin's  president 
and  chief  executive,  can  already  put  a 
number  to  the  size  of  the  business: 
"Our  best  estimate  for  the  1975  model 
[which  means  starting  early  next  year] 
of  new  catalytic  converter  and  new 
metal  parts  business,  associated  with 
both  the  Clean  Air  Act  of  1970  and 
the  Noise  Control  Bill  of  1972,  is  in 
the  $40  million  to  $60  million  range." 

That  is  new  business— above  and 
beyond  normal  requirements  for  auto 
exhaust  systems.  Not  bad,  particu- 
larly when  you  consider  Arvin's  1972 
sales  were  $205  million. 

It  is,  Anderson  predicts,  only  a 
beginning.  He  has  said  that  those  1975 
model-year  sales  represent  "between 
20%  and  60%  of  new  sales  expected 
on  full  implementation  of  the  Clean 
Air  Act."  Run  the  numbers  there  and 
it  could  mean  additional  sales  for  the 
1976  cars  of  between  $66  million  and 
$100  million. 

Of  course,  this  is  a  field  where  the 
technology  is  changing  faster  than 
the  auto  companies  want  to  call  press 
conferences  on  their  efforts  to  meet 
federal  standards.  Arvin  does  not 
have  a  converter  contract  with  Gen- 


eral Motors,  its  largest  customer  in 
the  original  equipment  business.  GM 
has  its  own  converter,  of  a  different 
design  than  that  of  its  two  competi- 
tors. Which  raises  a  question:  Does 
GM  have  something  better  than  Arvin 
has?  Or  does  GM  simply  want  to  keep 
the  profits  at  home? 

Anderson  is  convinced  the  latter 
is  true  and  that  Arvin's  design  is  the 
right  one.  "The  biggest  threat  I  can 
*'  see  is  a  change  in  the  law,"  says  the 
26-year  Arvin  veteran  who  came  up 
through  the  automotive  division. 
"There  are  no  engines  in  sight  that 
could  threaten  us  in  the  next  decade." 

Others  might  want  to  debate  that 
with  him,  but  one  fact  remains:  The 
initial  orders  seem  firm,  the  compa- 
ny has  capacity  to  produce  6  million 
units  a  year  at  perhaps  $16.50  each, 
and  if  something  should  possibly  go 
wrong,  the  contracts  call  for  the  auto 
companies  to  pick  up  nonrecoverable 
program  costs. 

And  a  Plus  or  Two 

In  the  meantime,  Arvin  has  some 
other  things  going  for  it. 

Although  it  took  them  years  to  over- 
come their  fear  of  competing  with 
their  major  customers  in  the  auto  re- 
placement business  for  exhaust  sys- 
tems, the  lure  of  better  profits  and  less 
cyclicality  brought  Arvin  around  in 
1958.  It  took  the  company  a  long  time 
to  establish  a  market  position  with 
warehouse  distributors  and  mass  mer- 
chandisers, but  that  aftermarket  busi- 
ness is  now  $25  million  to  $30  million, 
and  growing  at  20%  a  year. 

Anderson  himself  feels  a  great  fu- 
ture strength  lies  in  the  historically 
unprofitable  consumer  housewares  de- 
partment, which  makes  items  such  as 
electric  heaters  and  humidifiers  and 
electric  scissors.  Since  Anderson  be- 
came CEO  in  1969  over  half  the  prod- 
uct lines  have  been  dropped,  includ- 
ing television  sets,  and  for  the  first 
time  in  years  the  division  is  expected 
to  make  a  slight  profit  this  year.  An- 
derson is  particularly  keen  on  a  com- 
pact stereo  system. 

Even  without  the  new  catalytic 
converter  business,  which  won't  really 
get  under  way  until  next  year,  Arvin 
is  booming  along  with  the  auto  in- 
dustry. Return  on  equity  was  12%  last 
year  after  hitting  an  alltime  low  of 
4%  in  1970,  and  this  year  should  be  at 
least  as  good:  First-half  earnings  were 
66  cents  a  share,  a  14%  improvement 
over  the  same  period  in  1972.  "We 
are  going  to  be  busy  for  a  few  years," 
says  Anderson,  shrugging  off  the  in- 
herent cyclicality  of  his  company.  "1 
have  publicly  stated  my  five,  ten,  15 
program— 5%  profits  after  taxes,  10% 
growth  per  year,  15%  return  on  sUuk- 
holders'  equity."  ■ 
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Nothing  To  Hide 


"We  don't  feel  that  we  had  anything  to  hide,"  said  S,  Roy 
French,  secretary  and  general  counsel  for  Cerro  Corp.  "We 
take  it  that  the  public  will  understand  that  sometimes 
management  and  accountants  do  differ." 

In  those  words  the  Cerro  executive  sought  to  brush 
aside  Forbes'  questions  about  why  the  company  had  fired 
its  auditors  of  36  years  standing.  Coopers  &  Lybrand. 

However,  we  do  not  brush  easily.  Not  when  we  have 
before  us  16  pages  of  a  Securities  &  Exchange  Commission 
document  describing  eight  major  disputes  between  Cerro 
and  its  erstwhile  auditors. 

These  documents,  called  Form  8K,  can  be  very  reveal- 
ing. In  this  case  they  told  how  Coopers  &  Lybrand 
had  insisted  that  Cerro  restate  its  announced  1971 
income  from  $8.5  million  down  to  $2.8  million.  They  fur- 
ther told  how  the  auditors  had  insisted  on  two  sweeping 
"subject  to"  qualifiers  in  its  certification  of  the  annual 
reports  for  1971  and  1972.  These  qualifiers  suggested  that 
over  a  third  of  Cerro's  assets— $200  million  worth  to  be 
precise— might  not  be  recoverable  because  they  were  mines 
located  in  Chile  and  Peru,  and  because  of  $11.5  million 
in  contingent  liabilities  on  a  marginal  $1.3-million  Aus- 
tralia investment. 

Cerro  prefers  to  treat  the  subsequent  change  of  auditors 
as  just  another  routine  management  decision.  Lybrand  looks 
at  it  differently.  "I've  been  in  the  accounting  profession 
with  Coopers  &  Lybrand  for  27  years,"  said  Louis  Mos- 
carello,  a  member  of  Lybrand's  executive  committee  and 
the  former  partner  in  charge  of  the  Cerro  account.  "In 
terms  of  the  diversity  of  differences,  the  magnitude  of  the 
numbers,  and  the  fact  that  a  press  release  was  issued  at  a 
time  when  we  had  not  substantially  completed  omi  audit, 
this  was  a  unique  experience  for  me."  Moscarello  was 
referring  to  Cerro's  February,  1972  announcement  that  it 
had  earned- unaudited— $8.5  million  in  1971. 

One  by  one,  Lybrand's  Form  8K  letter  ticked  off  the 
disputes  it  had  had  with  Cerro  management  over  the 
previous  18  months: 

•  A  Canadian  subsidiary  had  lost  $3.5  million  in  1971. 
Cerro  wanted  to  take  a  $1.7-million  offset  against  its  U.S. 
income  taxes.  Not  permissible,  said  Lybrand. 

•  Somehow  Cerro  forgot  in  1971  that  it  had  to  pay 
Peruvian  income  taxes.  Lybrand  reminded  it  of  that  un- 
pleasant fact  and  insisted  upon  the  creation  of  a  $1.5- 
million  reserve  for  the  purpose. 

•  Cerro  knew  it  would  sustain  metal  trading  losses  on  its 
1971  contracts  but  had  made  too  small  a  provision  for 
that.  Set  aside  an  additional  $391,000,  said  Lybrand. 

•  The  materials,  spare  parts  and  supplies  inventory  of 
its  Peruvian  Cerro  de  Pasco  subsidiary  looked  inflated  to 
Lybrand.  Over  Cerro's  objections,  Lybrand  insisted  upon 
a  $l-million  pretax  charge  to  income  to  adjust. 

•  Cerro's  Chilean  assets  had  already  been  nationalized  in 
1971.  It  did  not  wish  to  disclose  in  a  footnote  that  serious 
discussions  touching  on  possible  nationalization  were  also 
taking  place  with  the  Peruvian  government.  Lybrand  not 
only  insisted  upon  such  disclosure,  but  included  in  its 
certifying  letter  a  strong  "subject  to"  qualification  concern- 
ing the  recoverability  of  Cerro's  investments  and  assets 
in  Chile,  Peru  and  Australia. 

But  the  main  area  of  disagreement  between  Cerro  and 
Lybrand  in  1971  had  to  do  with  a  real  estate  subsidiary, 
Leadership  Housing  Systems.  Another  accounting  firm  had 


Caught  between  Peruvian  President  Juan  Velasco  Alva- 
rado  bright)  who  talks  of  seizing  Cerro-Peru  "by  force  if 
necessary,"  and  ex-auditor  Louis  Moscarello  fleft),  Cerro 
President  C.  Gordon  Murphy  prays  for  better  days. 


already  audited  Leadership's  books  and  given  it  a  clean  , 
opinion.  But  Lybrand  asked  Cerro  for  major  documenta-  J 
tion  of  sales  contracts  and  subsequently  insisted  upon  ma-  | 
jor  changes  in  accounting  methods— changes  that  turned  a 
$758,000  profit  into  a  $1.4-million  loss. 

In  studying  Leadership's  sales  contracts,  something  it 
did  not  have  to  do,  Lybrand  discovered,  for  example,  that 
Leadership  was  being  optimistic,  to  say  the  least.  It  was 
taking  into  1971  earnings  a  substantial  portion  of  the  profits 
on  the  sale  of  six  apartment  projects  to  a  real  estate  invest- 
ment trust  under  an  October  agreement.  However,  con- 
struction had  not  even  started  on  five  of  them.  On  several, 
construction  contracts  had  not  even  been  negotiated. 

"They  didn't  even  have  a  shovel  in  the  ground,"  said 
Moscarello.  "We  felt  it  was  somewhat  absurd  to  recognize 
profits  so  soon." 

In  addition,  Lybrand  discovered  that  Leadership  was 
capitalizing  normally  recurring  administrative  costs  that 
Lybrand  felt  should  have  been  charged  against  income. 
And  Leadership  was  guaranteeing  buyers  a  certain  rate  of 
return  on  certain  income-producing  properties,  when  its 
own  past  record  in  forecasting  project  costs  had  proven 
inaccurate  and  unreliable. 

What  Leadership  had  done  was  squeak  by  under  "gen- 
erally accepted"  accounting  in  1971.  But  that  is  just  what 
it  was:  squeaking  by.  For  the  entire  field  of  real  estate 
accounting  was  rapidly  becoming  more  conservative.  Ly- 
brand's fussy  position  on  the  real  estate  accounting  ques- 
tion was  vindicated  by  two  real  estate  accounting  guides 
issued  by  the  American  Institute  of  Certified  Public  Ac- 
countants this  year. 

As  Cerro  was  closing  its  1972  books  early  in  1973,  Ly- 
brand again  challenged  the  accounting  of  Cerro's  real  es- 
tate subsidiary,  by  now  audited  by  Price,  Waterhouse  as 
a  result  of  the  merger  of  Leadership  and  newly  ac- 
quired Behring  Corp.  Shortly  afterward,  Lybrand  was  fired 
and  Price,  Waterhouse  got  the  whole  Cerro  account. 

In  June,  when  Price,  Waterhouse  was  hired,  CeiTo 
Vice  President,  and  Controller  Paul  J.  Bennett  told 
Moscarello  that  the  reasons  for  firing  Lybrand  were 
mainly  the  "agonizing"  natme  of  past  differences  in  fi- 
nancial reporting  matters.  He  conceded  that  the  attitude 
of  Cerro's  real  estate  executives  toward  what  they  regarded 
as  Lybrand's  nit-picking  had  been  "influential." 

To  S.  Roy  French  of  Cerro,  the  whole  thing  amounts 
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,,i3  SO  many  sour  grapes  on  Lybrand's  part:  "Some  of  the 

'things  in  their  letter  to  the  SEC  on  Form  8K  go  beyond 

Hunting  disputes.  I  think  Coopers  &  Lybrand  could  be 

aal  to  have  gone  considerably  beyond  what  the  regula- 

ions  strictly  call  for." 

One  of  the  things  Lybrand  talked  about  was  its  claim 
hat  the  audit  committee  of  Cerro's  board  of  directors  had 
lot  met  with  Coopers  &  Lybrand,  nor  with  any  of  the  four 
ccounting  firms  management  was  considering  as  replace- 
nents.  Lybrand's  request  to  meet  with  the  audit  commit- 
ee  had  been  denied.  A  Lybrand  letter  addressed  to  the 
lerro  audit  committee  had  never  been  seen  by  the  chair- 
nan  of  that  committee. 
Was  this  what  French  was  referring  to? 
"Well,  that  certainly  has  nothing  to  do  with  accounting 
questions,"  he  replied. 

On  the  contrary,  we  said,  this  seems  to  have  a  great 
Heal  to  do  with  accounting  questions.  Aren't  audit  com- 
mittees supposed  to  mediate  between  management  and  in- 
dependent auditors  when  important  diflferences  arise? 
Hadn't  Cerro  bypassed  its  own  audit  committee?  Cerro's 
French  replied  that  the  committee  members  "do  not 
presume  to  change  management's  recommendations  unless 
tliey  are  dissatisfied  with  management's  steps  in  analyzing 
the  question  of  who  the  auditor  should  be." 

We  thought  this  was  a  bit  beside  the  point.  What  are 


the  audit  committees  for?  Certainly  not  just  for  rubber 
stamping  management's  decisions.  They  are  supposed  to 
be  a  watchdog  for  the  stockholders  whom  they  represent. 
Presumably  they  should  object  if  management  tries  to 
punish  the  auditors  for  standing  up  for  accurate  reporting. 
At  least  they  should  have  been  exposed  to  Lybrand's  side 
of  the  argument. 

We  had  one  last  questiop  for  French.  If  Cerro  had  wait- 
ed one  more  month  before  firing  Lybrand,  then  all  of  the 
arguing  that  took  place  over  1971  financial  statements 
need  not  have  been  disclosed  by  Lybrand  in  its  Form  8K 
letter  since  it  would  have  taken  place  more  than  18  months 
before.  Why  hadn't  Cerro  waited?  French  replied  that 
CeiTo  was  anxious  to  get  under  way  on  its  1973  audit.  "We 
weren't  going  to  put  off  the  decision  regarding  accounting 
firms  until  we  were  clear  of  all  possible  disputes,"  he  said. 
"That  just  didn't  enter  our  thinking." 

We  could  come  to  only  one  conclusion:  That  Cerro  had 
hoped  that  nobody  who  mattered  would  pay  attention  to 
the  Form  8K  letters.  Why,  we  wondered,  doesn't  the  SEC 
insist  that  these  letters  be  mailed  to  stockholders  and  to 
brokerage  houses? 

Considering  how  close  Cerro  had  come  to  sweeping  the 
whole  thing  under  the  rug,  it  is  a  fair  question  to  ask 
whether  the  whole  Form  8K  procedure  does  any  good  un- 
less it  is  given  wide  circulation.  ■ 


What  Would  Howard  Do? 


Are  those  seances  or  board  meetings  that  they 

are  ho/ding  these  days  at  giant  H.F.  Ahmanson  &  Co.? 


A  FRIEND  recently  asked  one  of  the 
top  executives  of  H.F.  Ahmanson  & 
Co.:  "Who  is  running  the  company 
now  that  Howard  Ahmanson  is  dead?" 

Without  blinking,  the  executive 
replied:  "Howard  Ahmanson." 

"Howard  has  been  dead  for  five 
years." 

"Yes,  but  we  still  get  together  and 
ask:  'What  would  Howard  do?'  " 

That  story,  which  the  friend  swears 
is  true,  explains  just  what's  wrong 
with  the  company  that  leads  the  Cali- 
fornia savings-&-loan  industry  through 
its  huge  $4.9-billion  (assets)  Home 
S&L.  From  the  day  in  1928  when  he 
founded  the  company,  to  the  day  in 
1968  when  he  died,  legendary  How- 
ard Ahmanson  ran  the  show. 

To  date,  the  company,  which  went 
public  last  year,  has  been  running  on 
the  momentum  Ahmanson  gave  it. 
But  that's  wearing  kind  of  thin. 

On  paper,  Ahmanson  is  a  well- 
rounded  financial  services  giant.  It 
ovims  a  sizable  fire-&-casualty  insur- 
ance company,  fife  and  title  insur- 
ance companies,  a  bank  and  the 
world's  largest  S&L,  Home. 

But  in  fact,  Ahmanson  is  a  one- 
horse  operation.   Home  S&L  contrib- 


utes about  98%  of  Ahmanson's  in- 
come. (Last  year,  Ahmanson's  earn- 
ings were  $46.1  million  on  revenues 
of  $348.6  million.  Home  earned  $43 
million.)  And  Home  has  gotten  about 
as  far  as  it  can  by  following  the  gos- 
pel that  the  founder  left  behind.  Its 
favorite  expansion  tactic,  acquisition, 
is  out  now  that  state  officials  have  in 
effect  banned  the  biggest  S&Ls  from 
gobbling  up  any  more  smell  ones  (ex- 
cept to  keep  them  alive).  Home  al- 
ready controls  10%  of  the  California 
S&L  industry  through  its  54  state- 
wide branches.  So  Home  may  be  fac- 
ing a  growth  plateau. 

As  things  now  stand,  Home  is  no 
worse  than  the  industry  as  a  whole. 
But  it's  not  much  better,  either. 
There's  disintermediation— as  a  lot  of 
smart  money  flows  from  the  S&Ls  in 
search  of  higher  government  note, 
bond  and  bank  interest  rates.  Home 
lost  $30  million  in  savings  in  July 
alone.  And  then  there's  the  Hunt 
Commission's  proposal  to  phase  out 
the  historic  interest  rate  advantage 
that  S&L's  enjoy  over  banks. 

So  it's  a  one-horse  company  and 
the  horse  looks  lame. 

What  now?  That's  a  question  How- 


ard's loyal  nephews  and  underlings 
must  face  alone  without  prompting 
from  the  grave. 

Their  answer  seems  to  be  to  ex- 
pand nationally  in  the  life  and  casual- 
ty fields  through  acquisitions.  The 
company  is  negotiating  for  the  GAC 
Corp.'s  $125-million  (assets)  Stuy- 
vesant  Insurance  Group.  It  netted 
$3.3  million  last  year  and  thus  could 
double  Ahmanson's  insurance  sub- 
sidiary while  bringing  a  national 
scope  to  the  unit. 

An  Acf  of  Congress 

Meanwhile,  Ahmanson  stock,  which 
once  sold  as  high  as  $33  and  16  times 
earnings,  is  down  (along  with  the  in- 
dustry) to  around  $12  and  5  times 
earnings.  It's  likely  to  stay  depressed 
too,  because  the  charitable  Ahman- 
son Foundation,  which  owns  about  30% 
of  the  stock,  is  from  time  to  time 
dumping  blocks  on  the  market  to 
comply  with  the  Tax  Reform  Act  of 
1969. 

Howard's  nephew,  William  Ahman- 
son, the  chief  executive,  declined  to 
be  interviewed  for  this  story,  as  he 
has  in  the  past  when  other  journalists 
and  security  analysts  called. 

In  short,  the  answer  from  H.F.  Ah- 
manson &  Co.  these  days  is  silence. 
And  that  seems  appropriate.  We  can 
imagine  the  top  guys  getting  together 
in  the  boardjoom  and  saying:  "What 
do  we  do  now,  Howard?"  There,  too, 
the  answer  is  silence.  ■ 
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When  you're  the  leadei^ 
how  do  you  follow  the  leader? 


We  introduced  digital 
plotting. 

For  the  last  ten  years, 
our  drum  plotters  have  set 
the  standards  of  their 
industry. 

Our  565,  and  the  models 
we've  built  around  it,  have 
made  us  the  largest 
manufacturer  of  drum 
plotters  in  the  world. 

But  we've  known  for  a 
long  time  that  someone 
would  come  along  with 
something  new  one  day. 
What  we've  been  working 
on,  is.  making  certain  that 
the  new  leader  would  still 
be  us. 


Starting  now,  you'll 
measure  drum  plotters  by 
our  two  new  models. 

First,  the  936.  It's 
faster  and  it  has  greater 
plotting  quality  than  the 
unit  it  replaces. 

And,  it  costs  less. 

Next,  our  top  of  the 
line  1036.  It's  almost  twice 
as  fast  as  the  936.  And 
again,  its  plotting  quality  is 
higher  and  its  price  is  lower 
than  the  unit  it  replaces. 

We've  increased 
performance  and  decreased 
the  price  of  the  drum  plotter. 
And  that's  going  to  be 
a  hard  act  to  follow. 


Call  or  write  California 
Computer  Products,  Inc., 
FB-10-73, 2411  West  La 
Palma  Avenue,  Anaheim, 
California  92801. 
(714)  821-2011. 


Hbuknow 
th€  chanip... 


This  is  the  leader.  More  Learjets  have 

flown  more  businessmen  more  miles 

than  any  other  corporate  jet 


Shis  new 
big  brother. 


The  Learjet  35  carries 

eight  passengers  in 

refreshing  comfort. 

It's  a  New  York  to 

Los  Angeles  non-stop 

business  jet. 

Or  San  Francisco 

to  Honolulu! 

The  Learjet  36  carries 

four  or  five  passengers. 

And  flies  greater 

distances  yet. 

Well  over  3,000  miles. 

New  York  to  London! 

Houston  to 

Whitehorse,  Alaska! 

For  superior  handling 

characteristics,  a 

full  two  feet  have 

been  added  to  the 

length  of  each  wing. 


Meet  the  Learjet  35/36.  Two  new 

business  jets  from  the  world's  leading 

builder  of  business  jets. 


For  your  Learjet  35/36 

information  kit  please 

write  on  company 

letterhead  to  Bob  Wolin, 

our  vice  president— 


domestic  marketing/ 
government  relations. 
Gates  Learjet  Corp./ 
P.O.  Box  1280/Wichita, 
Kansas  67201. 


What  else  is  new? 
For  starters 
the  engines.  Twin 
Garrett  Ai  Research 
TFE  731-2  turbofans 
representing  the 
latest  technology. 
Super  quiet. 
Minimum  fuel 
consumption  for 
longer  range— and 
dollar  savings. 

Inside  it's  a  whole 
new  ball  game.  From 
a  fully-redesigned 
instrument  panel  and 
additional  room  in  the 
flight  deck  to  a  more 
comfortable,  more 
flexible  passenger 
cabin  area 
incorporating  a  solid, 
fully-  enclosed 
lavatory  compartment. 


GATES  LEARJET 


Builder  of  the  world's  largest  business  jet  fleet. 


very  business  needs 
a  good  lawyer,  a  good  accountant, 
and  a  life  insurance  agent 
who  thinks  business. 


Help  from  New  York  Life 

Like  a  good  lawyer  and  a  good  accountant, 
a  life  insurance  agent  who  thinks  business  can 
be  worth  his  weight  in  gold  to  you. 

He  can  suggest  things— outside  your 
expertise— that  can  add  greatly  to  your 


financial  picture,  your  business  success. 
For  example . . . 

Death  of  a  partner 

Have  you  ever  considered  what  might 
happen  if  one  of  your  partners  should  die? 
Your  business  might  well  be  forced  into 
liquidation  to  satisfy  demands  of  the  deceased 
partner's  estate. 

A  life  insurance  agent  who  thinks  business 
might  suggest  a  buy-sell  agreement  funded  by 
business  life  insurance  in  amounts  equal  to  the 
interest  of  each  owner.  As  survivor,  you 
would  be  assured  full  title  to  the  business,  and 
the  deceased's  estate  would  be  assured 
of  receiving  the  full  value  the  deceased  placed 
on  his  share  of  the  business.  If  you  should  die 
first,  on  the  other  hand,  your  heirs  would  be 
equally  protected. 

Loss  of  a  key  man 

Reverses  can  follow  not  only  the  loss  of 
a  co-owner,  but  the  death  of  a  key  employee.  A 


genius  in  research.  A  super  sales  manager. 

A  hard-to-replace  executive. 

The  solution:  a  business  life  insurance 

plan  called  Key-man.  It  can  provide  the 

cash  you  need  to  get  over  the  difficult  period 
following  the  death  of  such  an 
employee.  The  cash  can  be  used  for 
any  purpose— even  for  finding  and 
training  a  new  key  man. 

Competition  for  key  people 

A  common  problem  for  the 
smaller  company  is  how  to  compete 
with  larger  companies  for  key  people 
—without  unduly  burdening  the  firm. 

One  answer  is  to  offer  valuable 
life  insurance  protection  through  a 
creative  plan  called  Split  Dollar.  This 
plan  calls  for  the  company  and  the 
employee's  beneficiaries  to  split  the 
policy  proceeds  in  a  way  that  provides 
an  attractive  fringe  benefit  to  the 
employee  at  very  little  real  cost  to  the 
company. 

See  your  New  York  Life  Agent 

Each  company,  of  course,  has  different 
business  problems.  Different  needs.  Your 
New  York  Life  Agent  will  be  glad  to  give  you 
the  facts  of  business  life  insurance  that  fit  your 
particular  situation. 

Like  your  lawyer  and  your  accountant,  he 
has  been  carefully  chosen,  well  trained,  and 
thinks  business. 


We  guarantee 
tomorrow  today. 

New  York  Life  Insurance  Company,  51  Madison  Avenue. 
New  York,  NY  10010.  Life,  Health  and  Group  Insurance. 
Annuities,  Pension  Plans. 


Los  Angeles: 

City  With 

an  Artificial  Heart 


It's  gleaming,  but  it  beats  irregularly.  It's  expensive, 
but  it  isn't  really  pumping  new  lifeblood. 


To  MANY  PEOPLE,  downtown  is  where 
you  go  to  get  mugged.  But  now,  all 
across  the  country,  private  enterprise 
is  trying  hard  to  "save  downtown." 
Ford  and  other  corporations  are  pour- 
ing $600  million  into  an  office-apart- 
ment project  in  downtown  Detroit. 
lUinois  Center  and  Metropolitan  Struc- 
tures are  joint-venturing  a  similar  $1- 
billion  project  in  Chicago.  Texas  East- 
ern Transmission  Corp.  has  started  still 
another  $1.5  billion  complex  in  Hous- 
ton. And  so  it  goes  in  city  after  city. 

Time  is  running  out.  If  big  business 
fails  again,  as  it  has  before,  cities  may 
turn  to  more  drastic  means.  That's 
just  what's  happening  now  in  Los  An- 
geles, the  city  where  national  trends 
so  often  originate. 

Over  the  last  five  years  or  so,  such 
major  California  companies  as  Bank  of 
America,  Security  Pacific  Bank  and 
Broadway-Hale  backed  a  billion-dollar 
building  boom  in  downtown  L.A.  But 
so  far,  about  aU  it  contributed  to  down- 
town was  a  gleaming  skyline  and  a 
glaring  oversupply  of  vacant  offices. 

What  now?  L.A.'s  frightening  an- 
swer is  salvation  by  tax  subsidy. 

The  city's  22  most  powerful  men- 
top  executives  and  big  downtown 
property  owners— want  to  divert 
around  $3  bUlion  in  tax  revenues  to 
subsidize  enough  construction  to 
roughly  double  downtown  by  1990. 
The  proposal  nearly  squeaked  through 
the  City  Council  last  year.  Now  the 
Council  is  slated  to  approve  at  least 
the  first  step,  a  $500,000  downtown 
master  plan  in  mid-November. 

FiVsf  Came  the  Car 

The  push  to  save  downtown  L.A. 
began  way  back  when  everybody  start- 
ed driving.  Property  values  peaked  in 
the  squat,  tum-of-the-century  district 
in  the  late  Twenties,  then  sUpped  into 
decline  as  business  literally  drove  away 
on  the  city's  endless  miles  of  freeways. 

Without  a  dominant  downtown, 
business  scattered  to  four  or  five  areas 
from  the  airport  to  flamboyant  Cen- 
tury City  {see  box).  And  L.A.  as  a 
whole  prospered.  It  eclipsed  San  Fran- 
cisco as  the  financial  capital  of  the 
West  sometime  in  the  Fifties. 


Not  surprisingly,  the 
powerful  old  money  down- 
town kept  complaining, 
not  about  their  property 
values,  but  about  L.A.'s 
"downtown  image."  The 
rallying  cry  was:  Every 
city  needs  a  heart. 

But  L.A.  was  function- 
ing nicely  without  a  heart.  The  slo- 
gan remained  a  slogan.  Around 
1959  urban  renewal  bulldozers 
drove  out  the  5,700  inhabitants  on 
Bunker  Hill,  a  rundown  residential 
area,  and  thereby  opened  the  pris- 
tine west  side  to  major  redevelop- 
ment. Still  nothing  much  happened. 
The  big  banks  vowed  to  remain  on 
Spring  Street,  the  traditional  finan- 
cial area  on  the  east  side  of  down- 
town; one  of  them.  United  California 
Bank,  even  sank  $14  million  into  a 
new  skyscraper  there  in  1961.  Yet 
within  about  ten  years  Spring  Street 
was  to  become  a  virtual  ghost  street, 
over  half  its  office  space  empty. 

One  by  one,  in  the  late  Sixties,  the 
banks  slipped  away  to  the  west  side. 
Actually,  they  spent  fortunes  to  move 
^  a  mere  six  blocks  from  Spring  Street 
on  the  east  side  to  Flower  Street  on  the 
west  side.  The  four  largest— Crocker 
Bank,  BofA,  Security  Pacific  and  UCB 
—spent  a  total  of  around  $320  miUion, 
or  over  $50  million  a  block. 

"It  was,"  says  one  of  the  first  bank- 
ers to  move,  "a  matter  of  vanity— a 
contest  to  produce  the  biggest  phallic 
symbol."  When  Union  Bank's  new 
building  came  in  at  41  stories,  Crock- 
er overshadowed  that  with  42,  BofA 
with  52,  Security  Pacific  with  55  and, 
finally,  UCB  with  62.  Choice  west 
side  land  soared  from  $25  a  square 
foot  in  1965  to  $150  and  up  today. 
Not  only  the  bankers  were  pouring 
in:  Arco  Plaza,  a  joint  venture  be- 
tween Atlantic  Richfield  and  BofA, 
cost  $190  million. 

So,  L.A.  now  had  a  new  heart— or 
at  least  a  part  of  a  heart.  But  it  was 
beating  very  erratically.  The  owners, 
to  justify  the  land  prices  and  their  in- 
flated construction  costs,  were  forced 
to  ask  an  $8-to-$13-rental  a  square 
foot;    elsewhere    in    L.A.    equivalent 


space  goes  for  $6  to  $8  a  square  foot. 

And  who  is  filling  the  space  at  these 
prices?  The  developers  themselves. 
Howard  Sadowsky  of  the  Julien  J. 
Studley  leasing  brokerage  ofi^ers  these 
statistics:  Of  the  6.5  million  square  feet 
available  in  the  downtown  west  side's 
last  ten  buildings,  institutional  devel- 
opers took  35%  for  themselves  (2.3 
million  square  feet)  and  outside  law- 
yers and  accountant-types  mainly 
from  Spring  Street  leased  25%  (1.6 
million  square  feet).  The  remaining 
40%  is  vacant. 

One  glutton  for  space  (and  pun- 
ishment). Security  Pacific,  is  finishing 
two  competitive  buildings— a  $19- 
million  branch  bank,  which  it  calls 
"the  jewel  in  our  navel,"  and  a  $105- 
million  headquarters,  which  is  obvi- 
ously the  bank's  belly.  They're  in  the 
same  navelhood,  just  two  blocks  apart. 
The  bank  is  taking  most  of  the  space, 
but  two  vice  presidents  are  compet- 
ing against  each  other  to  lease  the  re- 
mainder. How  much  is  left?  Approxi- 
mately 1.3  million  square  feet,  the 
equivalent  of  216  football  fields. 

"It's  like  fraternity  rushing,"  says 
Perry  Herst  Jr.,  senior  vice  president 
of  Tishman  Realty  &  Construction  Co., 
who  like  most  pr:)s  has  shied  from 
downtown.  "Anybody  shopping  for 
space  downtown  gets  fotu-  offers  a 
day.  It'll  take  three  to  five  years  to  fill 
the  existing  vacancies." 

Nobody  is  going  broke,  because 
banks  rarely  go  broke,  but  that's 
about  the  best  you  can  say.  The  old- 
er buildings,  like  Arco  Plaza  and 
Crocker  headquarters,  which  are  just 
about  full,  are  nonetheless  only  barely 
profitable.  And  the  newer  ones  look 
like  losers,  at  least  for  now.  UCB 
stands  to  drop  around  $4  million  next 
year  if  its  $73-million  structure  re- 
mains half  vacant,  plus   at  least  $8 
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Southern  Pacific:  ifsmorefhaj 


14^00  mile  railroad. 

Operating  the  nation's  top  railroad  is  a  matter  of  pride  with  us.  So  it  shouldn't  be  a 
surprise  that  we're  doing  a  lot  of  Imaginative  things  to  help  our  customers.  Innovative  rail 

car  design,  for  instance.  When  an  auto  manufacturer  came  to  us  to  see  how  he  could 
ip  autos  more  efficiently  with  better  protection,  we  sat  down  with  him  and  came  up  with 
two  solutions:  A"Vert-A-Pac"car  that  carries  30  compacts  (illustrated).  And  a"Stac-Pac" 
system  that  carries  three  full-sized  autos  per  container,  4  or  5  containers  per  flat  car. 
Every  auto  is  completely  protected  from  vandalism  and  weather. 

I&  industrial  development 

Over  the  past  40  years  we've  helped  an  average  of 
one  new  industry  a  day  sprout  up  along  our  lines.  At  the 

same  time,  we  continue  to  work  with  public  officials 
and  agencies  to  achieve  a  better  balance  between  needed 
economic  development  and  necessary  environmental  improvement. 

microwave  communications 


vm-mim 


3ur  innovations  don't  end  with  the  railroad.  To  keep  it  humming  we  built  the 
world's  longest  privately  owned  microwave  network.  6,800  miles  worth, 
fow  our  communications  company  is  building  a  new  system. They'll 

soon  be  offering  private  business,  government  and  industry 
a  direct-dial  telephone/data-transmission  service  that's  designed  to  ^"^^t 

speed  interoffice  communications  and  save  them  time  and  money  every  day. 


intermodal  shipping. 


We  were  one  of  the  first  railroads 
to  goto  piggybacking 
and  containerization. 
Now  shippers  say  we 
have  some  of  the  finest 


intermodal  facilities  in  the  business.  Piggy  Packers  capabU 

of  lifting  90,000  lb.  containers  or  vans  from  rail  to  truck  in 

90  seconds.  27,000  miles  of  trucking  routes.  Rail  service 

to  more  West  and  Gulf  coast  ports.  And  more'run-through" 

trains  through  major  terminals  than  any  Western  railroad. 

So  if  you  haven't  looked  at  us  lately,  don't  look  back. 

We're  the  railroad  ahead. 


Southern  Pacific 

—the  transportation  company  that  does  things  first. 


Add  our 
economics 

research 

staff 

to  your  own 


Dr.  T.  E.  McMillan,  Jr.  (foreground)  con- 
sults with  two  members  of  his  economics 
research  staff,  Bill  R.  Lacy  and  Mrs.  Betty 
Crowell. 

Help  yourself  to  Texas  Power  & 
Light  Company's  staff  of  research 
experts— and  benefit  from  the  ser- 
vices of  Dr.  T.  E.  McMillan,  Jr., 
economist  for  TP&L  His  recently 
compiled  analysis  of  the  most 
current  census  figures  as  they 
relate  to  West-South-Central 
consumer  markets  is  yours  for  the 
asking.  We'll  be  glad  to  provide, 
too,  everything  your  company 
needs  to  know  about  labor,  natural 
resources,  marketing,  utilities, 
taxes,  transportation  and  living 
costs  in  the  Southwest. 

In  the  past  10  years,  TP&L's  In- 
dustrial Development  Division  has 
helped  more  than  600  industries 
find  sites  for  new  plants.  Let  us 
help  you  — in  confidence- in  the 
privacy  of  your  own  office. 

Write  E.  CoyStanphill,  Director, 
Industrial  Development  Division, 
Texas  Power  &  Light  Company, 
P.O.  Box  6331 ,  Dallas,  Texas 
75222.  Or,  call  (214)  748-5411. 


1  KXAS  POWER  &  LIGHT  COMPANY 

A  tax-paying,  investor-owned  electric  utility 
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Location  Assistance 
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million  to  move  in  its  employees.  (Says 
one  broker:  "That's  almost  as  bad  as 
UCB  did  in  Switzerland,"  where  it 
lost  $40  million  when  its  Swiss  bank 
failed.)  Security  Pacific  will  be  out 
even  more. 

The  institutions  counter  by  stress- 
ing that  they  built  for  prestige,  not 
for  a  developer's  standard  profit.  But 
what's  so  prestigious  about  a  half- 
empty  building? 

A  professional  developer  says:  "In- 
stitutions really  don't  bottom-line  their 
buildings.  They  play  little  games,  like 
not  charging  themselves  interest  on 
their  dollars  invested.  That  way  they 
don't  have  to  admit  to  their  own 
boards,  their  shareholders  or  them- 
selves that  their  buildings  are  losers." 

The  building  boom  is  about  over. 
Two  projects  are  slated  for  ground- 
breaking next  year  in  the  Bunker  Hill 
urban  renewal  area,  next  to  Arco 
Plaza.  Developer  George  McKeon  of 
Sacramento    is    trying   to    talk    Wells 


"Diamond  Max 
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Max  Linder  is  the  real  beneficiary  of 
the  Los  Angeles  building  boom.  He 
got  rich  with  his  nose.  Says  an  ad- 
mirer: "Max  has  a  good  sniffer." 

Linder  is  easy  to  underestimate.  He 
is  a  short,  balding  man  of  53  who  is 
relatively  new  to  real  estate.  But  he 
has  the  understated  flamboyance  of 
a  winning  gambler.  A  diamond  "L" 
tie  clip  punctuates  his  gray  suits. 

With  a  Cape  Buffalo  he  shot  in 
Africa  peering  down  over  his  shoulder, 
Linder  described  to  Forbes  how  he 
bagged  the  corporate  bigwigs  down- 
town with  his  high-powered  real  es- 
tate deals. 

He  got  started  learning  how  to  take 
risks  by  leasing  steamships  for  25 
years.  Then  in  the  early  Sixties  he 
drifted  to  land,  convinced  that  L.A.'s 
downtown  was  incredibly  underpriced 
at,  say,  $10  to  $35  a  square  foot  com- 
pared to  other  major  cities  he'd  visited 
like  New  York  and  Hong  Kong  where 
prime  sites  began  at  $500  a  square 
foot.  Says  Linder:  "People  still 
thought  L.A.  was  a  farm  town." 

Big  business  was  on  the  east  side 
of  downtown,  near  skid  row.  Linder 
bet  on  the  virgin  west  side.  By  1965, 
he  owned  a  few  parcels  including  an 
apartment  house  that  the  newly 
merged  Atlantic  Richfield  Co.  said  it 
wanted  for  a  parking  lot. 

Did  Linder  sell?  Of  course  not.  He 
went  out  and  bought  every  square 
foot  he  could  in  the  neighborhood, 
outbidding  Arco  on  several  parcels. 
He  figured  that  Arco  had  more  in 
mind  than  a  mere  parking  lot.  He 
was  right.  The  area  was  to  be  the 
site  of  the  $190-million  Arco  Plaza, 


Fargo  into  a  980,000-square-foot 
high-rise.  And  Atlanta's  John  Portman, 
a  developer-architect  of  Zeckendorfian 
vision,  plans  another  of  his  1,500- 
room,  $90-million  hotels  with  a  lobby 
that  stretches  to  the  roof.  But  nobody 
will  be  shocked  if  tight  money  and  re- 
cession stop  both  projects. 

So  this  appears  to  be  an  appropri- 
ate time  to  ask  what  the  waning  west 
side  boom  really  contributed  to  L.A.— 
besides  driving  out  5,700  former  in- 
*^ habitants  and  keeping  the  hardhats 
in  Cadillacs.  Dr.  Franklin  Murphy, 
the  general  practitioner  who  heads 
the  powerful  Times  Mirror  Co.  (own- 
er of  the  Los  Angeles  Times)  sees  a 
"symbol  of  unity"  for  the  entire  L.A. 
basin:  "The  new  skyline  is  L.A.'s  phal- 
lic symbol." 

A  symbol  perhaps,  but  little  else. 
During  the  boom,  Sunkist,  Pacific  Mu- 
tual, Southern  California  Edison  Co. 
and  Signal  Oil  Co.  fled  to  the  sub- 
urbs, and  the  only  major  corporation 


a  joint  venture  between  Atlantic 
Richfield  and  Bank  of  America. 

Eventually  Arco  came  back  to  Lin- 
der, offering  not  $50  a  foot  but  $75 
to  $100  for  his  expanded  holdings. 
Linder  even  made  Arco  sweeten  the 
deal  by  buying  a  comer  across  the 
street  and  holding  it  for  five  years  on 
Linder's  behalf  but  at  no  cost  to  him. 

"I  could  have  held  out  for  10 
times  the  cash,"  Linder  says  blithely. 
"But  I  didn't  want  to  block  progress." 
Especially  since  Linder  knew  the 
building  of  Arco  Plaza  would  boost 
the  value  of  his  comer  across  the 
street. 

Four  years  later.  Security  Pacific 
Bank  picked  the  comer  for  its  "jewel" 
branch  bank  and  paid  Linder  a  clear 
profit  of  $80  a  square  foot.  That  mon- 
ey in  turn  enabled  him  to  build  his 
15-story  Linder  Plaza  next  door  and 
enter  into  direct  competition  against 
both  Arco  Plaza  and  the  Security 
Pacific  Building. 

Today  Linder  says  he's  in  "a  hold- 
ing pattern"  because  downtown  is  so 
badly  overbuilt.  But  he  can  afford  to 
wait.  Linder  Plaza  looks  successful. 
And  he  also  owns  income-producing 
garages  and  plants  in  the  area  and 
an  entire  city  block  near  the  new 
$39-million  convention  center.  A  few 
months  ago  he  sold  a  parcel  that  cost 
him  $153  a  square  foot  in  1968  for 
$300  a  square  foot,  a  record  price 
for  L.A. 

"I've  never  had  competition,"  says 
Linder.  "Nobody  else  was  speculat- 
ing on  land  when  I  started.  And  now 
I've  gotten  the  prices  up  so  high  that 
nobody  else  can  afford  to  get  started." 


70 


FORBES.  OCTOBER  1,  1973 


Is  it  better  to  be  a  fiamous  tank  car 
;  or  a  not-so-famous  finance  leasing  corporation? 


You've  come  to  the  right  place  with  that 
question,  because  we  happen  to  be  both. 

As  GATX,  the  world's  largest  tank  car 
lessor,  we're  practically  a  household 
word.  After  all,  we  have  over  75  years 
experience  in  leasing  to  the  country's 
major  chemical,  petroleum  and  food 
companies. 

On  the  other  hand,  as  GATX  Leasing 
Corporation,  our  fame  is  limited  to  a 
relative  handful  of  sati^ied  customers, 
customers  who  lease  equipment  from  us 
as  varied  as  ships,  barges,  jet  aircraft, 
railroad  cars,  trucks,  computers,  plant 
machinery  and  service  station  equipment. 

And  while  we're  delighted  that  our 
clients  are  pleased,  we'd  like  you  to 
know  more  about  us,  too. 

GATX  has  been  in  the  finance  leasing 
'business  for  just  over  5  years  now, 
with  each  year  proving  more  profitable 
than  the  last. 

But  the  key  point  is  this:  with  our 
extensive  experience  in  service  leasing, 
we  are  probably  better  equipped  than 


anyone  else  to  provide  other  forms 
of  leasing. 

After  all,  besides  being  the  Number 
One  tank  car  lessor,  we  also  are  the 
largest  private  terminal  storage  lessor 
worldwide. 

And  our  Marine  Transport  Lines' 
fleet  of  ocean-going  vessels  for  charter 
puts  us  in  yet  another  dimension  of 
surface  transportation  leasing.  Now, 
through  our  American  Steamship 
Company,  we've  become  a  major  factor 
in  Great  Lakes  shipping. 

So,  as  the  famous  tank  car  company, 
we  hope  you'll  take  notice  of  our 
not-so-famous  partner,  GATX  Leasing 
Corporation. 

Because  the  very  same  things  that 
made  us  Number  One  in  tank  cars 
and  terminal  storage  should  make  us 
Number  One  yet  again. 

GAIX^ 

Seventy-fifth  Anni\ersaryYear 

General  AmericanTransportation  Corporation, Chicago,  IL  60680 


Sophisticated  little 
breakthroughs  like  this 

help  TRW  grow  faster 
than  its  markets. 


Very  early  in  the  game, 
TRW  perfected  a  little  device  like 
the  one  on  the  left  to  make 
automobile  engine  valves  rotate 
slightly,  but  precisely,  each  of 
the  thousands  of  times  they 
opened  every  minute.  It  all  looks 
very  simple,  but  it  took  some 
very  sophisticated  engineering. 

Result:  longer  valve  life, 
more  efficient  burning  of  fuel. 
And,  praise  be,  an  early,  effective 
step  toward  cleaner  engine 
emissions.  It  started  in  1938. 
And  it's  the  kind  of  innovative 
technology  that  you'll  see  in 
all  of  TRW's  auto,  truck,  and 
off -highway  vehicle  parts. 


More  recently,  TRW 
technology  married  the  precision 
of  European  rack  and  pinion 
steering  to  the  convenience  of 
power  steering  that  American 
drivers  like.  Result:  power  rack 
and  pinion  steering,  a  new 
U.S.  plant,  and  a  new  market 
for  TRW. 

Another  innovative 
product  is  a  unique,  3-point 
shoulder  strap  and  seat  belt 
system.  Sudden  slowdowns  or 
impacts  actuate  the  system  and 
safely  restrain  driver  and  pas- 
senger. Yet,  under  normal  driving 
conditions  the  car's  occupants 
enjoy  freedom  of  movement. 

When  Federal  regulations 
made  it  illegal  to  tamper  with 
odometers,  TRW  was  ready, 
offering  automakers  a  foolproof 
electronic  odometer  combined 
with  a  digital  speedometer. 


Sophisticated  little  break- 
throughs like  these  keep  TRW 
growing. 

Our  average  annual  growth 
rate  over  the  past  ten  years  has 
been  about  10%  in  sales  and  15% 
in  earnings  per  share.  This  trend 
continues  in  1973  with  the  strong- 
est first  half  in  the  company's 
history. 

For  a  summary  of  our 
continuing  story  of  growth,  just 
drop  a  note  to  Communications 
Services,  Dept.  FB,  TRW  Inc., 
23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 
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lured  downtown  was  Atlantic  Rich- 
field, which  moved  from  New  York 
to  its  Arco  Plaza.  Nearly  all  the  ten- 
ants for  the  new  buildings  simply 
came  from  the  east  side  of  downtown 
to  the  west  side.  In  short,  the  east  side 
was  robbed  to  pay  the  west  side.  To- 
day there  is  1.1  million  square  feet  of 
vacant  oflBce  space  in  the  old  Spring 
Street  area  in  spite  of  rents  as  low  as 
$3  a  foot. 

Then  there  is  the  question  of  es- 
thetics. The  new  west  side  lacks  the 
California  flavor.  The  streets  are  lined 
with  the  same  sterile  offices  you  see  in 
any  other  congested  Eastern  city.  As 
one  young  man  put  it:  "There's  no 
place  to  watch  the  girls"— no  outdoor 
cafes,  nor  grassy  knolls.  And  Arco 
Plaza's  shopping  mall  is  two  stories 
underground.  The  one  bright  spot  is 
an  $85-million  commercial  complex 
capped  with  a  3,400-square-foot  sky- 
light that  architect  Charles  Luckman 
designed  for  Broadway-Hale. 

WASP  Power 

By  around  1970  everyone  could  see 
the  handvvTiting  on  the  new  walls. 
The  building  boom  was  not  spreading 
beyond  a  few  choice  blocks.  That 
was  bad  news  for  all  downtown  boost- 
ers, particularly  companies  like  The 
Times  Mirror  and  Transamerica's  Oc- 
cidental Life  which  own  several  city 
blocks  far  from  the  west  side  action. 

Something  had  to  be  done. 

The  top  22  businessmen,  represent- 
ing the  big  land  holders  and  others 
persuaded  the  City  Council  to  allow 
them  to  draw  up  a  new  $500,000 
downtown  master  plan.  The  business- 
men put  up  half  the  money,  and  got 
fuU  power  to  plan  downtown  for  its 
25,000  residents.  That  seems  logical' 
to  the  group's  chairman,  Bill  Bird  of 
Kaiser  Industries,  since  the  22  busi- 
nessmen "have  the  most  to  gain." 

The  master  plan  the  businessmen 
bought  from  Wallace,  McMarg  Rob- 
erts and  Todd  of  Philadelphia  is  a 
developer's  dream.  It  forecasts  a  50% 
increase  for  retail  space  (to  18.3  mil- 
lion square  feet),  a  doubling  of  both 
oflBce  space  (to  42  million  square 
feet)  and  housing  (to  24,000  units), 
while  trq)ling  hotel  rooms  (to  13,700) 
-all  by  1990. 

The  targets  are  clear.  But  other 
aspects  of  the  master  plan  are  opaque. 

For  example,  why  so  much  new 
construction?  The  idea  is  to  slow  the 
area's  decline.  Not  reverse  it,  mind 
you,  just  slow  it.  Downtown  would 
have  32%  t)f  L.A.'s  high-rise  oflBces  in 
1990,  off  from  38%  in  1970. 

Will  there  be  enough  business  to 
fill  the  space?  Wallace,  McMarg's 
project  director,  Don  Brackenbush, 
told  Forbes:  "Look,  this  is  a  self-ful- 
filling prophesy.  If  the  plan  is  attrac- 


How  Austin 

consulting  services 

helped 

Valley  Mould  &  Iron  Co. 

expand  without 

halting  production. 

As  a  result  of  a  market  survey  of  ingot  mould  requirements, 
the  world's  largest  independent  producer  of  ingot  moulds 
and  stools  for  the  steel  industry  decided  to  expand.  An 
Austin  economic  and  engineering  feasibility  study  was  made 
and  followed  by  a  contract  to  design  and  construct  the 
new  facility  to  meet  these  anticipated  requirements. 

If  you  would  like  details,  write,  on  your  letterhead,  please, 
for  case  study  No.  58 F.  The  Austin  Company,  Consulting 
Services,  Cleveland,  Ohio  44121. 

THE  AUSTIN  COMPANY 

Consultants  •  Designers  •  Engineers  •  Builders 
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If  you  don't  know 

Cancer  sWarning  Signals, 

how  do  you  know 

you  haven't  got  one? 


1. 

2. 
X 
4. 

6, 
7. 


1 .  Change  in  bowel  or  bladder 
habits. 

2.  A  sore  that  does  not  heal. 

3.  Unusual  bleeding  or 
discharge. 

4.  Thickening  or  lump  in 
breast  or  elsewhere. 

5  Indigestion  or  difficulty  in 
swallowing. 

6.  Obvious  change  in  wart  or 
mole. 

7.  Naggingcough  or  hoarseness. 
Even  if  you  have  one  of  the 

warning  signals,  it  doesn't 
mean  you  have  cancer  But  it 
doesn't  mean  you  don't  either. 
See  your  doctor.  Only  he  can 
tell  you  for  sure.  And  the  earlier 
cancer  is  detected,  the  better 
are  your  chances  for  cure. 

We  want  to  wipe  out  cancer 
in  your  lifetime.  Give  to  the^ 
American  Cancer  Society,  r 

This  space conir I tuleo  t>/ tnePuDtisfier  asa  Public  Service. 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  curtomers  throughout 
the  U.S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  .  .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-0301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 
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tive  enough,  the  companies  will  come 
here."  Interestingly,  one  of  the  con- 
sultants who  helped  prepare  the  plan's 
"economic  justification"  just  talked  a 
client  out  of  speculating  on  downtown 
real  estate.  His  advice:  Buy  land  in 
the  suburbs  of  L.A. 

Could  the  roads  absorb  the  growth? 
The  freeways  are  jammed  now.  Yet, 
the  master  plan  predicts  that  45% 
more  cars  will  be  coming  downtown 
by  1990. 

And  most  importantly,  who  wiU  fi- 
nance the  proposed  construction? 

Here  is  where  the  taxpayer  comes 
in;  the  businessmen  have  elected  him 
to  bankroll  their  dreams. 

According  to  the  businessmen's 
plan,  the  City  Council  will  adopt  the 
master  plan  in  mid-November.  Then 
it  will  declare  the  entire  $2-biUion 
downtown  "blighted,"  freeze  the  area's 
assessed  value  and  appoint  the  local 
urban  renewal  chief,  Dick  Mitchell, 
to  redevelop  everything  according  to 
the  master  plan. 

Financing  will  come  through  the 
state's  tax-increment  law.  Taxes  based 
on  the  frozen  assessment  will  con- 
tinue to  flow  normally  to  the  city, 
the  county  and  so  on.  However,  taxes 
on  all  future  downtovni  improvements 
wiU  be  diverted  to  Mitchell  to  finance 
the  rebuilding  boom. 


Businessman  Bird  of  Kaiser  says: 
"Downtown  isn't  really  bhghted.  De- 
claring it  blighted  is  just  a  too)." 
Think  of  it  as  a  crowbar  to  pry  open 
the  tax  coflFers. 

Turkeys  for  the  Czar? 

The  plan  has  obvious  drawbacks. 
First,  it  would  make  Mitchell  the  ap- 
pointed czar  of  downtown.  Planner 
Brackenbush  says  Mitchell  would  get 
things  done:  "He  can  manipulate  the 
city  councilmen.  They're  a  bunch  of. 
turkeys  to  a  guy  like  him." 

Also,  Forbes  estimates  the  con- 
struction could  cost  L.A.  taxpayers 
around  $3  biUion  in  diverted  taxes 
over  the  next  35  years.  City  Planning 
Commission  President  Fred  E.  Case, 
an  urban  economics  professor,  says 
the  public  would  never  recapture 
the  funds  even  after  50  years:  "By 
then,  it  would  be  time  to  level  every- 
thing and  start  again." 

And,  what's  more,  the  plan  would 
divert  the  resources  of  the  many  to 
the  direct  advantage  of  the  few.  The 
tax  provision  would  be  used  to  attract 
money  for  more  luxury  oflBce  space- 
space  that  probably  could  not  be 
justified  on  any  competitive,  economic 
basis.  Is  this  really  what  urban  re- 
newal was  intended  to  accomphsh? 

Coincidentally,    the    Los    Angeles 


Times  supports  the  downtown  plan 
and  the  urban  renewal  approach  to 
financing  on  its  editorial  page.  The 
paper's  parent.  Times  Mirror,  owns 
substantial  land  downtown,  including 
a  parking  lot  within  the  existing 
Bunker  Hill  m-ban  renewal  area  which 
it  could  sell  tomorrow  at  a  big  profit. 

In  the  end,  when  you  strip  away  all 
the  rhetoric  and  rationalizations,  is 
any  plan  for  the  massive  rebuilding 
of  downtown  L.A.  realistic?  L.A.  is 
imique.  It  has  always  had  "five  fingers 
of  growth"— as  Herst  of  Tishman  Real- 
ty describes  it.  Why  should  the  sub- 
urban area  suddenly  alter  that  pattern 
and  develop  a  swollen  thumb  of  a 
downtown?  Downtown,  in  that  con- 
text, is  an  artificial  heart. 

What  wiU  happen  to  downtown 
L.A.?  Professor  Case  of  the  Planning 
Commission  says  a  better  question  is: 
What  should  happen?  His  answer: 

"I  say,  very  little.  Who  says  Skid 
Row  needs  redevelopment?  Maybe  all 
its  residents  need  is  a  branch  of  the 
general  hospital.  What's  wrong  with 
diversity  and  natiiral  decay?  Decay 
says  an  area  is  not  economic.  You 
can't  fool  the  marketplace.  But  the 
old  money  dowTitown  won't  accept 
that.  They  want  to  protect  their  prop- 
erty. I  really  don't  care.  Just  don't 
make  me— the  taxpayer— pay  for  it."  ■ 


Century  Silly 


Centuby  City  was  a  wonder  in  the 
early  Sixties. 

It  had  William  Zeckendorf's  moxie 
and  Alcoa's  money.  It  had  180  un- 
spoiled acres  just  west  of  Beverly  Hills 
where  people  wanted  to  Uve. 

The  developers  capitalized  on  all 
that  by  putting  up  the  first-class  Cen- 
tury Plaza  Hotel,  a  big  shopping  mall 
and  some  gleaming  high-rise  oflBces. 
A  few  companies  Like  National  Cash 
Register  and  Gulf  Oil  Corp.  moved  in, 
and  people  began  predicting  that  Cen- 
tury City  would  become  the  down- 
town that  Los  Angeles'  suburbs  were 
in  search  of. 

Today  the  City's  3.8  million  square 
feet  of  ofiBces  is  roughly  25%  vacant, 
and  Alcoa  is  committed  to  finish  build- 
ing 2  million  more  square  feet. 

What  happened? 

The  banks  built  in  the  old  down- 
town district  (see  story)  and  the 
flakes  flocked  to  Century  City.  Dis- 
credited characters  like  go-go  fund 
manager  Freddy  Carr,  tax-shelter  con- 
sultant A.  J.  Groesbeck  and  others  gave 
the  City  a  high-rolling,  fast-buck  im- 
age. Tenants  in  one  building  carpeted 
their  parking  stalls,  apparently  so 
their  suede  shoes  would  never  have  to 
touch  cold  concrete.  And  others  orga- 
nized a  girl-watchers'  festival,  which 


has  become  a  gala  Century  City  event. 

Outsiders  started  calling  it  Century 
Silly  even  before  its  most  (in) famous 
tenant— Equity  Funding— went  under 
this  spring.  That  was  the  last  straw. 
Other  tenants  have  now  begun  cross- 
ing Century  City  off  their  stationery. 

Century  City,  Inc.,  an  Alcoa  subsid- 
iary, still  owns  ten  of  the  21  structures 
it  put  up  plus  85  acres  of  vacant  land. 
So  what  is  Alcoa  doing  about  all  this? 

Robert  Kiskaddon— the  11th  project 


president  in  11  years— does  say  Alcoa 
no  longer  plans  to  hold  its  properties 
"in  perpetuity,"  as  it  once  did.  Alcoa 
recently  sold  four  apartment  buildings. 
But  Kiskaddon  refuses  to  give  profit- 
and-loss  figiu-es.  Obviously,  despite  the 
sales,  they  are  nothing  to  brag  about. 

Kiskaddon's  own  oflBce  is  in  a  25- 
story  building  opened  18  months  ago. 
It  is  only  25%  filled. 

It  is  all  adding  up  to  another  mon- 
strous monument  to  corporate  ego. 
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A  guardrail  should  steer  you 
around  disaster,  not  into  it 


The  guardrail  on  the  left  is  properly  carried  around  the  end  of 
the  concrete  bridge  barrier  and  securely  bolted  to  it.  It's  designed  to 
help  guide  an  errant  motorist  safely  around  this  deadly  hazard.  The 
,  guardrail  on  the  right  can  all  too  easily  lead  him  into  disaster. 

This  is  just  one  example  of  the  many  roadside  deathtraps  that 
needlessly  kill  and  maim  thousands  of  Americans  every  year.  But  we 
have  the  know-how  and  technology  to  correct  them.  Though  we  can't 
eliminate  human  error  on  our  highways,  with  enough  pubhc  awareness 
and  concern,  we  can  sharply  reduce  the  number  of  lethal  obstructions 
that  result  in  so  many  tragedies. 

State  Farm  Mutual  has  put  together  a  booklet  to  show  you  what 
we  can  do  to  make  our  roadsides  safe.  Write  for  it:  Deathtraps, 
Dept.  F,  State  Farm,  Bloomington,  Illinois  61701. 

Lef  s  do  away  with  our  roadside  deathtraps 
before  they  do  away  with  us. 


STATE    FARM 


INSURANCE 


Like  a  good  neighbor, 
State  Fann  is  there. 

STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY,  Home  Office:  Bloomington,  Illinois 
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Shoppers  returning  to  Tennecos  Post  Oak  Park  development  in  Houston-townhouse  apartments  and  office  buildings 
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Natural  gt 
pipelines^. 
Clean  fuf 


Walker  Manufacturing.  Agriculture/  J  I  Case. 

Exhaust  systems  Land  Development.  Powerful 

for  automobiles  Sun  Giant '^  construction  and 

anri  triirk<i  nrf'miiim  nrndiir.ff  farm  eauioment. 


Tenneco  Oil 
Exploring  the 
seas  for 
enerav  sources. 


Packaging  Corp   of  Newport  News 

America  Containers.  Shipbuilding 

cartons  for  the  Buildmg  and 

nation's  products  reoainnci  nre," 


Food,  clothing,  shelter  are 
still  America's  basic  needs. 

And  Tenneco  is  working  to  improve  all  3. 


Basic  needs  never  change. 

But  the  way  those  needs  are  satisfied 
certainly  does.  That's  why  when  Tenneco 
gets  down  to  basics,  we  try  to  do  so  in 
a  better  way. 

In  food,  we  are  marketing  a  premium 
brand  of  fruits,  vegetables,  dates  and 
nuts  under  the  name  Sun  Giant®.  Most  of 
these  are  grown  by  independent  farmers  in 
the  fertile  soils  of  the  San  Joaquin,  Ventura 
and  Coachella  Valleys  of  California. 
They're  delivered  to  market  at  the  peak 
of  ripeness  through  such  special  handling 
techniques  as  hydro-cooling. 

In  clothing,  the  chemicals  we  produce 
include  the  specialties  that  put  the  hold 
in  knits  and  the  lustre  in  vinyls.  We  also 
produce  petrochemicals  for  synthetic 
fabrics.  Non-woven  fashion  materials,  plus 
the  dyes  that  turn  fabrics  into  fashion. 

In  shelter,  you'll  find  Tenneco 


developing  whole  new  communities, 
such  as  the  Pine  Mountain  Club  near 
Los  Angeles  and  Columbia  Lakes 
near  Houston— where  our  commitment 
to  total  pre-planning  helped  us  attain 
industry-wide  recognition. 

Other  developments  include  vacation 
and  residential  areas,  industrial  parks, 
town  houses,  office  buildings  and  hotels. 

In  addition,  our  J  I  Case  construction 
and  farm  machinery  is  helping  build  the 
homes  and  grow  the  food  America  needs. 

You'll  also  find  Tenneco  building  by 
developing  new  sources  for  natural  gas, 
exploring  worldwide  for  oil,  leading  the 
way  for  better  auto  emission  controls, 
expanding  our  shipbuilding  facilities  and 
discovering  new  ways  to  package  products. 

We're  working  not  only  to  make  the 
best  of  things  now,  but  also  the  'lest  of 
things  in  the  future. 


Tenneco 


Parker  Penmanship 

How  does  a  one-product 

family  company 

survive  in  the  age  of 

multicompanies? 

By  doing— as  Parlier  Pen  does 

—wfiat  comes  naturally. 
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Don't  try  selling  market  research  to 
George  Parker.  He's  likely  to  throw 
you  out  of  his  ofiBce.  "I  tell  you,"  he 
says  with  emphasis,  "the  writing  in- 
strument business  was  almost  ruined 
by  market  research.  Market  research 
can  tell  you  where  you've  been,  but 
it  just  can't  predict  the  terrific  recep- 
tivity and  velocity  that  a  new  product 
can  generate— especially  a  high-priced 
product." 

Parker  may  be  unfair  to  a  time-test- 
ed business  tool,  but  he  knows  what 
he's  talking  about  so  far  as  his  own 
company  is  concerned,  Parker  Pen  Co. 
of  Janesville,  Wis.  Market  research  told 
Parker  to  forget  about  high-priced 
pens  like  the  famed  "51"  with  which 
MacArthur  signed  the  Japanese  Peace 
Treaty  (above),  and  the  product  on 
which  Parker  built  its  reputation.  It 
said:  Concentrate  on  the  mass  mar- 
ket. Following  that  advice  almost 
wrecked  the  company. 

Parker  is  a  kind  of  throwback.  It 
is  a  good-sized  company,  about  $90 
million  in  annual  sales,  but  it  makes 
only  one  major  product:  writing  in- 
struments. It  has  public  stockholders, 
but  the  Parker  family  still  owns  50%  of 
the  stock.  George  Parker  is  president, 
his  cousin  Daniel  is  chairman,  and 
Daniel's  father,  Kenneth,  now  retired, 
also  sits  on  the  nine-man  board. 

Quaint,  sort  of,  in  this  day  of  con- 
glomeration and  professional  manage- 
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ment,  but  the  fact  is  that  Parker  is 
doing  very  nicely.  It  had  a  return  of 
11.5%  on  stockholders'  equity  in  the 
fiscal  year  ended  last  February,  and 
the  company's  growth,  both  in  sales 
and  profits,  has  been  going  well  over 
the  past  five  years. 

But,  as  George  Parker  conceded, 
there  was  a  long,  dry  period.  First  the 
ballpoint  era  dawned.  Parker  con- 
tinued to  sell  its  $12.50  fountain  pens 
in  competition  with  the  ballpoints, 
but  then  Sheaffer,  now  part  of  Tex- 
tron, brought  out  its  spectacularly 
successful  Snorkel  pen.  Parker  began 
losing  out  to  Snorkel  on  the  high  end 
of  the  market  and  began  moving  to- 
ward the  lower  end.  Market  research 
confirmed  the  wisdom'  of  this  down- 
grading of  the  image  and  the  price. 

Parker  brought  out  its  $1.98  ball- 
point, the  T-Ball  Jotter,  which  did 
well  and  which  still  sells  30  million 
units  a  year.  But  then  it  tried  to  move 
further  down  the  line.  It  acquired 
Eversharp,  but  the  effort  bombed  and 
Parker  liquidated  it  in  1968. 

The  result  was  that  Parker  came 
to  concentrate  its  efforts  more  and 
more  in  the  slow-growing  medium- 
priced  ($2  to  $5)  segment  of  the  mar- 
ket. Meanwhile,  Lincoln,  R.I.'s  im- 
aginative A.T.  Cross  Co.  saw  a  chance 
in  the  high-priced  market  Parker  had 
once  dominated  and  seized  it,  but 
Parker  was  looking  the  other  way. 

Recalls  George  Parker:  "All  the 
market  research  surveys  said  go  low- 
er, go  lower,  go  lower,  that's  where 
the  business  is.  So  I  said,  'Go  lower? 
Fine.  But  we  don't  know  how.'  We 
bought  Eversharp  and  tried  to  run  it 
ourselves,  and  we  couldn't  do  it. 
Our  people  just  couldn't  think  in  terms 
of  big  units,  and  they  didn't  know  how 
to  sell  people  in  the  lower-priced  end 
of  the  business— grocers,  supermarkets, 
rack  jobbers. 

"The  result  was,  Bic  and  Paper- 
Mate  were  cleaning  up  in  the  low- 
priced  end.  Cross  in  the  high,  and 
Parker  was  getting  squeezed  in  the 
middle.  Volume  was  going  up,  but 
our  costs  went  up  faster,  and  our  prof- 
its were  squeezed."  By  1967  Parker 
was  earning  barely  6%  on  its  equity 
capital. 

In  the  end,  George  Parker  and  a 
company  task  force  decided  the  high- 
price  quality  end  of  the  business  was 
where  they  ought  to  be,  and  they 
succeeded  in  convincing  the  board. 
The  task  wasn't  easy  because  the 
family  itself  couldn't  agree  on  what 
to  do.  "I  insisted  on  a  mandate  from 
the  board,"  George  Parker  says.  "I 
said,  'Otherwise  I  don't  want  to  get 
mixed  up  in  this.  I  don't  want  to  get 
stabbed  in  the  back  by  anybody.'  " 

Some  members  of  management 
were    timid     about    making    drastic 
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A  family  company  can  get  involved 
in  family  quarrels.  Until  a  few 
years  ago,  George  Parker  says, 
"everybody  in  the  family  had  a 
different  idea  of  what  we  ought  to 
be  doing,  and  we  couldn't  agree." 


How  bis  are  we  in 
tlie  big  business  of  money? 


Bis  <is  a  60,000-seat  football  stadium. 


in  Foxboro,  Massachusetts,  the  New  England  Patriots 
found  an  impressive,  permanent  home.  Much  of  the 
credit  for  seeing  the  dream  of  a  stadium  through  to 
reality  goes  to  the  financing  leadership  of  our  principal 
subsidiary.  The  First  National  Bank  of  Boston. 

We  quarterbacked  the  entire  debt  financing  pack- 
age—which included  the  participation  of  17  cooper- 
ative banl<s  and  five  savings  banks.  It  was  an  intricate 
bit  of  coordinating.  And  all  done  at  top  speed:  the  open- 
ing kickoff  took  place  only  11  months  after  ground 
was  broken. 

Schaefer  Stadium  is  one  of  the  more  spectacular 
real  estate  projects  we've  financed.  But  it's  by  no  means 
the  largest;  we've  put  millions  of  dollars  into  the 
interim  construction  financing  of  projects  ranging  from 


an  office  building  in  Puerto  Rico  to  a  regional  shopping 
center  in  Colorado  Springs. 

Coming  up  with  big  ideas— that's  what  First 
National  Boston  Corporation  is  all  about.  Ideas  in  real 
estate  financing,  investing,  leasing,  commercial  financ- 
ing, factoring,  stock  transfers,  international  financing, 
pension  trusts,  cash  management,  mutual  funds  serv- 
icing— if  it  has  to  do  with  keeping  money  on  the  move, 
it  has  to  do  with  at  least  one  of  our  subsidiaries. 

How  big  are  we?  Big  enough... and  still  growing  in 
innovative  services,  nationally  and  internationally. 


FIRST  NATIONAL 
BOSTON  CORPORATION 


The  First  National  Bank  of  Boston  •  Bank  of  Boston  International  •  Boston  Overseas  Financial  Corp.  •  Cobbs  Allen 
&  Hall  Mortgage  Co.  •  FNB  Financial  Co.  •  FNB  Services  Inc.  •  First  Capital  Corp.  of  Boston  •  First  National  Boston 
Clearance  Corp.  •  First  Venture  Capital  Corp.  of  Boston  •  Firstbank  Financial  Corp.  •  Massachusetts  Tankers,  Inc. 


Facts  for  your  portfolio  on 
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Ferros  record 
denotes  growth 

•  Ferro's  earnings  per  share  have  had  an  average 
annual  compounded  growth  rate  of  14.4%  over 
the  last  ten  years. 

•  Ferro  has  had  an  average  annual  compounded 
growth  rate  in  sales  of  11.3%  over  the  last 
ten  years. 

•  Ten  year  combined  return  to  Ferro  shareholders, 
including  price  appreciation  and  dividend  yield, 
is  21.5%. 

•  Return  on  average  equity  reached  17.8%  in  1972. 

•  Return  on  sales  in  1972  was  6.1%. 

Ferro  produces  specialty  materials  for  the  chemical, 
plastics  and  ceramic  industries  in  17  countries 
throughout  the  world.  During  1972  Ferro  achieved 
record  sales  of  $204.8  million  and  record  earnings 
of  $3.14  per  share. 

Write  for  our  1972  Annual  Report:  Dept.F-1001, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 
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changes.  "One  of  the  board  members 
said,  'Do  you  realize  what  you're  let- 
ting yourself  in  for?'  And  others  said 
if  we  became  more  aggressive,  we'd  be 
opening  ourselves  up  to  invasion  of 
privacy.  I  answered:  'Well,  that  ques- 
tion should  have  been  consciously  ad- 
dressed when  the  company  went  pub- 
He  in  1928;  people  were  hot  enough 
then  to  sell  stock  to  the  public'  " 

Beginning  in  1970,  Parker  shifted 
its  $7-mLllion-a-year  advertising  budg- 
et out  of  medium-priced  pens  and 
into  the  higher-priced  ones— ball- 
points selling  for  $25  and  up,  soft 
points  selling  for  $10,  $15  and  $20. 

"It's  not  that  we  had  stopped  mak- 
ing high-priced  pens,"  George  Parker 
explains.  "We'd  just  stopped  advertis- 
ing them.  We  were  able  to  promote 
our  Classic  75  ballpoint  as  a  new 
product  though  it  was  introduced 
four  or  five  years  before." 

With  the  new  emphasis  on  quahty, 
Parker's  pen  markets  boomed,  not 
only  in  the  U.S.,  but  overseas,  source 
of  60%  of  Parker's  pen  sales.  Between 
1968  and  1973,  Parker's  sales,  sluggish 
for  more  than  a  decade,  leaped  65% 
and  profits  almost  doubled.  The  key 
to  the  profit  performance  was  the 
high  end  of  the  market,  where  Par- 
ker's domestic  sales  are  growing  at  an 
annual  rate  of  17%. 

George  Does  W 

With  the  pen  business  in  hand  at 
last,  George  Parker  began  making  ac- 
quisitions that  could  be  "leveraged" 
by  Parker's  current  operations— a  half 
dozen  or  so  to  date,  most  of  them 
small  ones  in  the  recreation  and  lei- 
sure areas— "high  margined,  high  ad- 
vertising, consumer  products,"  which 
involved  much  the  same  promotional 
techniques  as  pens  and  often  the 
same  outlets.  But  all  told,  Parker's 
nonpen  business  still  provides  some- 
thing like  15%  of  sales,  somewhat  less 
of  profits. 

Can  Parker  keep  growing?  George 
Parker  thinks  it  can.  He  argues  that 
high-priced  pens  compete  as  much 
with  wallets,  watches,  cigarette  light- 
ers, and  low-priced  appliances  as  they 
do  with  other  pens,  and  that,  of 
course,  opens  up  an  enormous  mar- 
ket for  Parker.  "But  you  always  lie 
awake  at  night,"  says  he,  "in  deadly 
fear  that  somebody's  going  to  bring 
out  a  product  that  will  obsolete 
everything  you  make." 

At  the  moment,  George  Parker 
says,  "All  I'm  getting  is  smiles  from 
everybody.  Even  considering  the  de- 
pressed state  of  the  market  our  stock 
is  still  triple  what  it  was  three  years 
ago  this  summer.  Wall  Street  used 
to  say  that  we  were  dead  in  the 
head.  Now  everybody  in  the  family 
says,  'George,  go  to  it!'  "  ■ 
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The  Company  Camera 


If  one  picture  is  worth  a  thou- 
sand words,  you  wouldn't  know  it 
to  look  at  the  average  company. 

The  typical  office  fairly  bulges 
with  typewriters,  copiers,  dictat- 
ing machines,  dittos— everything 
to  record  and  circulate  the  printed 
word. 

But  what  about  a  camera  for 
recording  things  visually? 

Like  that  new  product  you  want 
to  publicize.  And  the  construction 
of  the  new  plant.  And  visiting 
dignitaries.  And  the  faces  of  the 
stockholders  when  the  company 
announces  increased  profits. 


It's  these  things,  captured  on 
film,  that  breathe  life  into  the 
annual  report,  brighten  up  the 
house  organ  and  make  for  pub- 
licity releases  that  are  more  likely 
to  get  publicity. 

So  point  number  one:  a  good 
company  camera  should  be  able 
to  be  used  by  any  member  of  the 


company,  in  any  situation. 

The  Hasselblad  is  just  such  a 
camera. 

It's  a  single  lens  reflex,  which 
means  you  see  exactly  what 
you're  taking  at  all  times. 

You  view  and  focus  on  a  bril- 
liant interchangeable  ground 
glass  screen,  rather  than  having 
to  squint  through  a  tiny  peepsight. 

You  get  big  beautiful  21/4"  x  21/4" 
pictures.  Big  enough  to  see  all 
the  results  clearly,  without  having 
to  enlarge  or  project  them. 

And  most  important  for  a  com- 
pany   camera,    the    Hasselblad 
comes  apart  so  you  can  put  to- 
gether new  combinations. 

You  might  want  to  change  per- 
spective. Take  off  the  80mm 
Carl  Zeiss  lens  and  put  on  the 
appropriate  one.  There  are  13 
lenses  in  all,  ranging  from  30mm 
super  wide  angle  to  500mm 
telephoto. 

You  may  want  to  shoot  a  lot  or 
a  little.  The  12-exposure  maga- 
zine back  comes  off,  so  you  can 
interchange  it  with  any  of  four 
other  backs  that  give  you  up  to 
70  exposures  and  a  variety  of 
formats. 

You  might  want  to  make  an 
audio-visual  presentation  using  a 
standard  35mm  projector.  If  so, 
just  put  on  the  16S  back  and  the 
same  Hasselblad  that  gives  you 
big  21/4"  X  21/4"  photographs  will 
now  give  you  superslides. 

The  backs  also  let  you  switch 
from  black  and  white  to  color  with- 


out first  having  to  finish  the  roll. 
You  can  even  put  aside  a  partially 
exposed  magazine  to  be  finished 
at  a  later  date.  Without  tying  up 
the  camera. 

All  these  backs  can  be  attached 
not  only  to  the  standard  Hassel- 
blad 500  CM,  but  to  two  other 
Hasselblad  bodies  as  well.  One  is 
the  electrically-driven  Hasselblad. 
The  other  is  a  super-wide  angle 
Hasselblad  with  38mm  lens 
attached. 

Despite  all  the  things  it  can  do, 
the  Hasselblad  is  one  of  the  sim- 
plest cameras  to  operate. 

Simplicity  was  one  of  NASA's 
requirements  in  choosing  a  cam- 
era to  be  used  in  space.  (After  all, 
the  astronauts  aren't  professional 
photographers.  And  they  had  to 
operate  the  camera  with  bulky 
gloves  on.)  As  it  turned  out,  Has- 
selblad not  only  became  the 
space  camera,  but  went  on  to 
reach  the  moon. 

Lastly,  Hasselblad  is  a  sturdy 
camera.  Which  equips  it  for  sur- 
vival in  a  variety  of  hands.  Some 
less  gentle  than  others. 

If  you've  followed  us  this  far, 
you  probably  agree  that  your  com- 


pany could  make  good  use  of  a 
Hasselblad. 

If  so,  why  not  buy  one  for  your 
company.  Then  try  it  out  for 
yourself. 

But  be  warned.  You'll  probably 
end  up  buying  one  of  your  own. 


For  a  free  54  page  catalog, 
write  to  Paillard  Incorporated, 
1900  Lower  Road,  Linden,  N.J. 
07036.  Other  products:  Bolex 
movie  equipment. 

HASS£LBLAD^ 

P  A  I  L   L   A   K  D 

10  YEARS  OF  SPACE  PHOTOGRAPHY 


The  System 


From  the  notes  of  T.  F.  Willers,  Chief  Executive  Officer  of  Champion  International, 
as  he  toured  the  26  operating  units  of  the  Corporation. 
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What  Mr.  Willers  did  see  was 
creative  salesmen  discussing 
and  planning  entire  home 
environments,  while  meeting 
the  specific  furnishings  needs 
of  their  customers.  Because 
wherever  Drexel-Heritage  fur- 
nishings are  sold,  they  are 
displayed  in  completely  deco- 
rated, style-conscious  rooms, 
reflecting  a  warm,  homelike 
atmosphere. 

And  Champion  International's 
Furnishings  group  manufac- 


tures and  markets  a  growing 
array  of  tastefully  designed 
products  for  just  such  quality- 
oriented  environments:  carpet- 
ing, lamps,  and  accessories  as 
well  as  furniture.  Including 
such  prestigious  names  as 
Drexel,  Heritage,  Meadowcraft, 
and  Trend  Mills. 

Imaginative  merchandising  and 
skillful  management  charac- 
terize the  Furnishings  group 
and  Champion  International's 
other  two  groups  as  well. 


These— Building  Materials  and 
Paper  and  Allied  Products- 
include  among  their  divisions 
U.S.  Plywood  and  Champion 
Papers.  In  all,  these  three 
groups  generated  Champion 
International  sales  of  $1.8 
billion  in  1972,  making  it  the 
62nd  largest  manufacturing 
company  in  the  United  States. 

For  a  copy  of  our  Annual 
Report,  write  Public  Affairs 
Department,  777  Third  Avenue, 
New  York,  New  York  10017. 


Champion  International 
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When  growth  springs 
intemaUyouVe  doing 
something  rigiit. 

Exceptional  growth— in  markets 
you're  already  in— is  a  significant 
accomplishment.  Particularly  in  a 
competitive  market  like  watchbands. 

That's  why  we're  rightly  proud  of 
our  Speidel  Division,  which  in  the  last 
2  years  has  increased  the  number  of 
watchbands  sold  by  50%. 

How  do  you  accomplish  growth 
like  that?  You  do  it  very  carefully  By 
analyzing  the  market  opportumties. 

By  being  innovative  and  competitive.  And,  most  of  all,  by  producing  a 
superior  product. 

Speidel's  principal  product — the  Twist-0-Flex  watchband — 
is  the  leading  watchband  in  the  country.  And  recently  Speidel  launched 
two  new  lines  of  watchbands  for  the  mass  merchandisers  and 
catalogue  houses. 

In  pursuing  this  kind  of  internal  growth,  Textron  provides 
Speidel — and  all  our  35  Divisions — with  assistance  in  finding  new 
ways  to  grow  in  a  variety  of  markets -consumer,  aerospace,  industrial, 
metal  product  and  creative  capital.  l^'ir##»%»* 

Internal  growth. 


textron  Providence,  Rhode  Island  02903 


A  Transferable  Talent? 

Does  success  in  the  bedroom  impfly 
success  in  the  living  room? 


How  did  you  like  that  bed  you  slept 
in  last  night?  Any  idea  what  the 
brand  name  was  on  that  mattress? 

About  one  chance  in  four  it  was 
a  Simmons  mattress.  This  may  not 
sound  like  impressive  odds,  but  con- 
sider this:  The  Simmons  Co.  is  nei- 
ther IBM  nor  General  Motors.  Unlike 
those  two  giants,  Simmons  has  some- 
thing like  1,000  competitors  and  op- 
erates in  a  business  where  brand- 
consciousness  is  not  especially  strong. 

Taking  all  this  into  account,  Sim- 
mons' 23%  share  of  the  domestic  mat- 
tress market  is  quite  impressive.  Good 
salesman  and  loyal  Simmons  man 
that  he  is.  Grant  Simmons  Jr.— chair- 
man and  chief  executive  officer— at- 
tributes this  success  to  his  product's 
quality:  "There  is  just  no  other  prod- 
uct that  will  give  people  a  compara- 
bly good  night's  sleep." 

You  could  argue  with  Simmons,  of 
course.  Not  everybody  agrees  that  in- 
dividually pocketed  coil  springs— the 
hallmark  of  every  Simmons  Beauty- 
rest  mattress— give  the  best  sleep.  But 
you  can't  argue  with  the  long-term 
success  of  this  103-year-old  family- 
run  company. 

Simmons  developed  the  mattress  as 
an  industry.  If  mattresses  no  longer 
constitute  a  dynamic  industry,  Sim- 
mons' role  has  nevertheless  remained 
dynamic.  For  example,  it  pioneered  in 
the  late  Fifties  by  offering  a  national- 
ly merchandized  line  of  supersized 
mattresses.  Simmons  has  30%  of  that 
market.  Simmons  mattresses  have 
gone  international— to  such  an  extent 
that  last  year  the  international  divi- 
sion contributed  19%  of  company  sales 
and  30%  of  company  earnings. 

Nof  Enough 

But  making  it  in  the  bedroom  alone 
was  not  enough  for  Grant  Simmons 
Jr.,  who  took  over  the  company  from 
his  father  in  1957.  He  wanted  the 
company  to  leave  its  mark  on  the  rest 
of  the  house,  too.  The  company  in- 
troduced the  Hide-A-Bed  sofas  after 
World  War  II,  which  got  it  at  least 
part  way  out  of  the  bedroom.  In  the 
late  Fifties  it  entered  upholstered 
furniture.  Simmons  began  acquiring 
other  companies  that  had  niches  in 
various  aspects  of  the  home  furnish- 
ings area,  such  as  Greef  Fabrics.  It 
even  picked  up  a  couple  of  casket 
companies— "just  highly  specialized 
pieces  of  furniture." 

The  key  ingredient  in  Simmons' 
mattress   success   over   the   years   has 


been  its  distribution  channels  and  its 
longtime  relationship  with  its  re- 
tailers. They  know  Simmons  can  be 
depended  upon  through  its  66  coast- 
to-coast  service  centers  to  absorb  var- 
ious order  sizes,  to  deliver  products 
of  uniform  quality  and  to  back  the 
retailers  up  with  strong  promotional 
activities.  It  was  Grant  Simmons  Jr. 
who  decided  that  this  healthy  relation- 
ship should  be  expanded  and  diver- 
sified with  more  products. 

It  was  not  the  Simmons  brand 
name  that  the  company  was  interested 
in  pushing  further.  Simmons  realized 
that  people  wouldn't  necessarily  buy 
Simmons  chairs  or  a  Simmons  table; 
the  image  was  hardly  transferable. 
"We  look  for  companies  that  have 
carved  out  a  solid  niche  for  them- 
selves, a  personality  in  a  particular 
field,"  says  Simmons.  "We  try  to  pre- 
serve that  and  augment  it.  One  of  our 
requirements  is  that  existing  manage- 
ment be  willing  to  remain  in  the  busi- 
ness and  remain  enthusiastically." 

Since  the  fourth  generation  took 
over  in  1957  sales  have  almost  tripled 
to  $342  million  and  earnings  have 
gone  from  $5.6  million  to  $12.6  mil- 
lion, although  not  always  in  a  straight 
line.  In  all  the  acquisitions,  the  com- 
pany has  worked  hard  to  avoid  stock 
dilution.  Forbes'  Annual  Report  on 
American  Industry  shows  that  Sim- 
mons' past  five-year  earnings-per- 
share  growth  has  been  10.1%  and  its 
return  on  equity  was  9.8%.  Not  spec- 
tacular, perhaps,  but  it  was  achieved 
in  a  highly  competitive  environment 
and  with  a  minimum  of  leverage. 
(Simmons'  debt  is  a  very  conservative 
15%  or  so,  its  current  ratio  a  healthy 
3-1.)  This  year  showed  a  further 
six-month  gain  of  23%  in  earnings. 

But  housing  starts  are  beginning  to 
drop  and  will  probably  drop  a  good 
deal  more.  Does  this  portend  a  slow- 
down for  Simmons?  Grant  Simmons 
dismisses  the  idea.  He  sees  Simmons 
as  not  tied  to  housing  starts  but  to 
the  far  more  fundamental  fact  that 
Americans  are  a  restless  race. 

Every  year  an  estimated  18%  to 
19%  of  the  U.S.  population  moves,  he 
points  out.  "When  they  look  at  that 
18-year-old  mattress  they  decide  it 
isn't  worth  the  expense.  The  new 
family  moving  in  doesn't  want  to  sleep 
on  someone  else's  mattress.  So  both 
families  buy  new  mattresses." 

The  mattress  is  a  very  personal 
household  item.  The  chair  and  the 
sofa?  Not  so  very  diflferent,  he  says. 


Even  with  the  mattresses  piled  high, 
the  princess  (Carol  Burnett)  in 
Once  Upon  a  Mattress  couldn't 
find  rest.  The  problem,  as  it  turned 
out,  wasn't  the  mattresses  but  a  tiny 
pea.  The  pea  in  S/mmons'cose  hasn't 
been  one  but  almost  7 ,000  competi- 
tors, few  important  in  themselves, 
but,  taken  together,  a  source  of 
competitive  discomfort. 


The  act  of  moving  makes  people 
aware  of  how  shabby  the  old  stuff 
has  gotten.  "Eighty  percent  of  our 
bedding  sales,  and  in  most  uphol- 
stered lines,  are  replacement  items," 
he  adds.  That  'eaves  20%  to  be  af- 
fected by  things  like  housing  starts, 
new  homes,  marriages. 

Grant  Simmons  was  in  Atlanta  last 
month  to  break  ground  on  the  com- 
pany's new  corporate  headquarters. 
"When  we  moved  executive  offices 
from  Kenosha  [Wis.]  to  New  York  in 
1919  we  were  at  the  dawn  of  be- 
coming a  national  company.  Now 
Simmons  Co.  is  at  the  dawn  of  be- 
coming a  multifaceted  manufacturer 
and  distributor  of  home  furnishings, 
and  I  expect  us  to  look  back  on  to- 
day's positions  as  being  just  as  primi- 
tive as  we  now  see  the  state  of  the 
company  in  1919."  ■ 
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Convention 
dilemma? 

Relax! 


Mexico  is  the  solutlon 


similar  accommodations 
and  services  elsewhere. 


Weather: 

Always  ideal  —  comfortably 
warm  the  year  'round. 


Ik'ansportation: 

Major  airlines  from  everywhere  fly  in 
and  out  daily  from  Mexico's  ultra- 
modem  airports.  Private  planes  are 
also  available.  So  are  air-conditioned 
buses,  limousines,  cabs— and 
bilingual  tour  guides.  Inexpensive... 
and  yours  for  the  asking. 


Accommodations: 

Luxurious  suites,  rooms  and  meeting 
halls  in  your  choice  of  cities  and 
dozens  of  contemporary  hotels  — 
in  Mexico  City.  Acapulco.  Guadalajara 
■ .  .Puerto  Vallarta  or  Mazotlan. . . 
Oaxaca.  Monterrey,  M^rida. . . 

Communications: 

Easy.  English  is  spoken  almost  anywhere 
you  go.  Need  electronic  devices? 
Nome  them.  We  hove  them.  TELEX. 
TWX.  Audio-visual  aids.  Projectors. 
Public  address  systems.  Whatever  you 
need,  including  multilingual  translators. 


Food: 


Continental  cuisine  by  chiefs  from  ail 
over  the  world  is  featured  in  charming 
cafes  in  every  major  city,  along  with 
superb  native  dishes  in  the  old 
Colonial  tradition.. 

Service: 

Incredibly  good,  plentiful, 
dependable  — and  inexpensive. 

Arrangements: 

Painless.  We'll  even  help  you  with 
exhibits,  design  them,  build  them, 
set  them  up— all  to  your  specifications. 
Making  your  convention 
problem-free  is  our 
profession. 


Recreation: 

Name  it.  It's  yours... ancient  culture, 
modem  nightclubs,  white  sand 
beaches,  sailing,  fishing,  museums, 
galleries,  theater,  Folklorico  ballet, 
golf,  bullfighting,  jai  alai...even 
glamorous  things  that  are  of  very 
special  interest  to  the  ladies,  like 
designer  fashion  shows,  are  easily 
arranged  for  the  asking. 

Stiopping: 

Mexican  arts  and  crafts,  antiques, 
imports,  you  name  it.  The  whole  country 
is  an  international  marketplace. 

Let  the  Mexican  National  Tourist 
Council  provide  you  wHJi  all  the 
data  you  need— maps,  brochures, 
posters— and  specific 
costs.  FREE. 
All  you  have  to  do 
is  say  the  word 
MEXICO. 


For  detailed  information,  write  or  call  to 
Director,  Mexican  National  Tourist 
Council,  at  the  office  nearest  you. 
Mexicar^  National  Tourist  Council  Offices 

9445  Wilshire  Boulevard 
Beverly  Hills,  California  90212 
(213)  271-5296 

677  Fifth  Avenue 

New  York,  New  York  10022 

(212)  755-7212 

One  Shell  Plaza-Suite  3260 

Houston,  Texas  77002 

(713)  224-3743 

875  North  Michigan  Avenue 

Suite  3615 

Chicago,  Illinois  60611 

(312)649-0090 

One  Place  Ville  Marie-Suite  2409 

Montreal  113,  Quebec,  Canada 

(514)  871-1052 

Toronto  Dominion  Bank  Tower 

Pacific  Centre 

Vancouver  1,  B.C.,  Canada 

(604)682-0551 

Mexican  National  lourist  Council 
Mexican  Government  Department  of  Tourism 
Convention  Bureaus  of  Mexico  City, 
Acapuico  and  Guadalajara 


One  word  con  solve  your  most  pressing  convention  problem 


We  wrote  this  book  to  help 
growing  companies  cope  with  success. 


The  book  we'd  like  to 
send  you  deals  with  some 
of  the  pitfalls  of  success. 

Namely,  the  dangers  of 
outgrowing  your  insurance 
service. 

A  condition  that  exists 
when  that  service  fails  to 
keep  up  with  your  com- 
pany's expanding  needs. 

Our  book  outlines  many 
vital  services  your  insur- 
ance man  may  not  have 
to  oflFer. 

In  fast,  lively  reading, 
we  take  you  through 
actual  case  histories;  to 
show  you  how  premiums 


MOVING 

TO 

LARGER 
QUARTERS 


can  be  reduced,  how  cover- 
age can  be  increased,  how 
your  company  can  become 
a  safer  risk. 

We  even  go  into  ways 
you  can  inspire  your 
employees  to  care  more 
about  your  company. 

The  book  also  tells  you 
a  little  about  us. 

And  the  many  services 
that  have  made  Alexander 
&  Alexander  one  of  the 


world's  leading 
insurance  brokers, 
agents  and  consultants. 

It's  a  book  we  think 
every  company  should 
have. 
Just  write: 
Alexander  &  Alexander  Inc., 
Information  Services, 
Dept.  B  ,  1185  Avenue  of 
the  Americas,  New  York, 
N.Y.  10036. 

It  won't  cost  you  any- 
thing to  send  for  it. 

But  it  could  cost  you  a 
great  deal  if  you  don't. 


We've  made  a  name  for  ourselves. 
Now  we're  making  a  face  for  ourselves. 

Alexander 
^^exander 


A  Solid  Performance 


In  running  Northern 

Natural  Gas,  Bill  Strauss 

refused  to  play  to 

the  Wall  Street  grandstand. 

His  forbearance 

has  been  rewarded— almost. 

It's  World  Series  time,  with  the  fa- 
miliar sight  of  the  dedicated  fan 
shivering  outside  the  stadium  through 
the  night,  waiting  for  the  Big  Game. 
He's  got  great  position— if  it  doesn't 
rain— but  there  must  be  moments 
when  he  wonders  if  the  cheering  is 
ever  going  to  start. 

Willis  A.  Strauss,  the  51-year-old 
chairman  and  president  of  Omaha's 
Northern  Natural  Gas  for  these  past 
seven  years,  knows  exactly  how  such 
a  fan  feels— because  Strauss  has  been 
on  line  waiting  for  position  for  a  long 
time  now.  Four  years  ago,  Strauss 
foresaw  the  upcoming  gas  shortage 
(Forbes,  May  15,  1969)  and  was 
scrabbling  hard  for  new  supplies. 
He  also  figured  that  if  gas  was  going 
to  be  short,  so  would  petrochemicals 
derived  from  natural  gas.  Instead  of 
selling  the  stuflF  to  someone  else  as  raw 
materials,  he  figured,  why  not  go  into 
the  petrochemical  business  himself? 
Strauss  sank  close  to  $225  million  in- 
to a  giant  plant  and  pipehne  at  Joliet, 
111.  All  told  he  pumped  $750  million 
into  plant  and  equipment  in  five  years 
—almost  $70  for  every  one  of  North- 
em's  10.9  nullion  common  shares. 

All  this  searching  and  building, 
however,  hurt  profits.  For  a  long  time. 
Northern  Natural  was  looking  rather 
ragged  on  the  bottom  Une:  In  Forbes' 
latest  Annual  Report  on  American  In- 
dustry {Jan.  1),  Northern  was  at  the 
bottom  of  the  profitability  list  among 
the  big  pipeliners. 

When  fhe  Cheering  Starts 

But  now  Bill  Strauss  can  almost 
hear  the  cheering.  In  the  first  half  of 
1973,  earnings  climbed  a  solid  18%, 
to  $2.69 'a  share,  and  the  prospects 
are  for  more  of  the  same  in  the  second 
half.  Northern  Natural  Gas  seems  final- 
ly to  have  lifted  ofi^  the  vmeven  plateau 
where  its  earnings  have  rested  since 
1967.  Says  Strauss:  "Sometimes  I  think 
the  greatest  attribute  I  brought  to  my 
company  is  patience." 

With  natural  gas  today  an  almost 
scarce  commodity.  Northern  Natural 
is  sitting  pretty.  It  has  almost  enough 
gas  to  fill  its  customers'  needs  for  the 
next  14  years.  Its  petrochemical  plant 
came  on  stream  last  year,  right  in  time 
for  the  current  chemicals  boom.  "All 
our  customers  are  on  allocation  right 
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now,"  says  Strauss,  with  satisfaction. 

If  Northern  Natural  is  on  Easy 
Street,  getting  there  was  not  simple. 
There  was  a  bad  explosion  in  the 
chemical  plant,  and  the  sinking  feeling 
that  comes  from  betting  on  a  boom 
when  there  is  a  recession  in  progress. 

There  was  the  disappointment  of 
having  Canada  block  the  export  of 
Northern  Natural's  huge  Canadian 
find  because  the  gas  was  needed  at 
home.  So  all  Strauss  gets  for  his  $80- 
million  investment  is  gas  sales  to  an- 
other pipeliner,  TransCanada. 

All  the  while  Strauss  was  watching 
competitors  diversify  outside  the  nat- 
ural gas  field— and  getting  instant  earn- 
ings in  the  process.  While  they  were 
showing  a  lack  of  faith,  Strauss  worked 
into  his  new  businesses  "backwards 
from  marketing,"  by  buying  the  sales 
and  distribution  organizations.  He 
bought  Monsanto's  low-density  poly- 
ethylene business,  for  example,  kept 
the  marketing  and  distribution,  and 
used  the  production  facilities  only  un- 
til his  own  plant  came  on  stream. 
Well-planned  moves. 

What  Strauss  planned— and  carried 
off— was  the  upgrading  of  products  he 
knew  would  be  in  critically  short  sup- 
ply. Instead  of  selling  them  as  gas  or 
to  others  as  feeds,  Strauss  has  North- 
ern earning  the  higher  margins  of  re- 
tail and  chemical  sales. 

In  one  sense.  Bill  Strauss'  patience 
still  remains  unrewarded,  the  cheer- 
ing has  yet  to  begin.  Instead  of  re- 
flecting the  company's  prospects,  his 
stock  sells  close  to  its  lowest  point  for 
the  past  decade,  yielding  a  big  6.5% 
and  selling  at  scarcely  9  times  prob- 
able 1973  earnings.  This  disappoints 
Strauss  but  doesn't  discourage  him. 
He  has  learned  to  be  patient.  ■ 


Ifs  move  into  petrochemicals  led 

to  antifreeze,  and  antifreeze 

led  Northern  closer  to  the  consumer. 


idaiid 
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Condominium  homes  on  an  is- 
lan(i^Jhe  desert... totally  uniike 
any  oth^r  homes  in  the  Palm  Springs     i 
area.  High-rise  clusters  on  a  broad.-  -^^ 
beautifully  landscaped  island  sur^^ 
rounded  by  a  fresh  water  lake  and 
ringed  all  around  by  your  18-hole 
challenging  par  71  golf  course. 

Ttie  view  of  desert  and  moun-  .; 
tains  is  spectacular.  The  life-style: 
privileged.  The  atmosphere:  quiet 
and  serwie.Tfie  security:  maximum 
(the  only  road  onto  our  island  is 
guarded  24  hours  a  day).  Near  Ic 
everything  in  Palm  Springs,  yet  far 
from  the  noise.  A  far-from-ordinary 
experience  in  g.acious  living  fror 
$55,000  to  $175^ 


Faces  Behind  the  Figures 


The  President's  Audit 

Ever  since  acounting  firm  Coopers 
&  Lybrand  agreed  to  audit  Richard 
M.  Nixon's  personal  expenditures  on 
his  homes  at  Key  Biscayne  and  San 
Clemente,  speculation  has  been  rife 
that  Lybrand  may  have  undertaken 
the  controversial  assignment  to  re- 
turn a  Presidential  favor. 

Only  nine  months  before,  Nixon  had 
pardoned  the  three  former  Lybrand 
associates  convicted  of  fraud  in  the 
1968  Continental  Vending  affair. 

Lybrand  partner  R.  Kirk  Batzer, 
57,  who  headed  the  audit  team,  terms 
such  speculation  "outrageous,"  "im- 
fair,"  and  "keenly  disappointing." 

"The  pardoning  of  these  gentlemen 
did  not  have  anything  to  do  with  oxu 
accepting  the  engagement,"  he  says, 
pointing  out  that  the  three  men  had 
left  Lybrand  back  in  1968.  Their 
pardons  were  among  202  routinely 
signed  by  the  President  on  the  De- 
partment of  Justice's  recommendation. 

Batzer  believes  that  Lybrand  was 
the  only  firm  approached  for  the  job 
by  the  President's  outside  attorneys. 
Why?  Was  it  because  it  audits  the 
law  firm  of  one  of  those  attorneys? 
Was  it  because  Lybrand  has  audited 
the  Democratic  National  Committee? 
Was  it  because  Lybrand  has  rela- 
tively few  lawsuits  pending  against 
it?  Batzer  won't  speculate. 

Had  the   White  House  made   Ly- 


brand an  offer  it  couldn't  refuse? 
"Well,"  says  Batzer,  "if  the  President 
of  the  U.S.  asks  us  to  do  a  job  of 
this  type  I  would  not  like  to  have  it 
said  that  we  turned  it  down  because 
we  thought  it  was  too  sensitive." 

And  what  about  Representative 
Jack  Brooks'  (Dem.,  Tex.)  charg6 
that  Lybrand  had  also  made  a  secret 
audit  of  Nixon's  complete  personal 
finances?  No  responsible  accountant 
could  possibly  have  audited  Nixon's 
expenditures  at  Key  Biscayne  and 
San  Clemente  without  doing  a  com- 
plete audit,  Batzer  replies.  Besides, 
the  existence  of  this  "secret"  full  audit 
was  mentioned  in  the  first  paragraph 
of  the  published  real  estate  audit.  It 
was  obvious  that  Nixon  had  gotten  a 
"clean  opinion"  from  Lybrand  of  that 
broader  audit  on  his  personal  finances 
from  Jan.  1,  1969  to  May  31,  1973. 
If  not,  professional  standards  would 
have  required  mention  of  that  quali- 
fication in  the  real  estate  audit. 

That  more  extensive  personal  audit, 
of  course,  was  not  made  public  by 
the  President.  Does  Batzer  think  it 
should  have  been?  He  hedged  a  bit, 
saying  only:  "It  seems  to  me  that 
Congress  should  set  some  disclosure 
standards  for  politicians." 

For  all  the  harsh  glare  of  publicity, 
however,  Batzer  does  not  regret  hav- 
ing done  the  job.  "It  was  a  unique  ex- 
perience," he  says.  "We  don't  get  to 
audit  many  U.S.  presidents."  ■ 


R.  Kirk  Batzer 


Don't  Blame  tiie  Fed 

Don't  shoot  the  piano  player;  he 
didn't  write  the  score.  Dr.  F.  Ger- 
ard Adams  of  the  Wharton  School 
puts  it  this  way:  Don't  shoot  the 
Federal  Reserve  Board;  it  didn't  pro- 
duce the  inflationary  situation. 

Adams  thinks  people  expect  too 
much  from  the  Fed.  Adams  is  one  of 
three  men  who  run  Wharton's  pres- 
tigious econometric  model,  and  he  is 
well  aware  that  what  the  Fed  does  or 
doesn't  do  is  only  one  of  the  many  fac- 
tors influencing  the  economy. 

"Take  our  latest  round  of  inflation," 
Adams  says.  "Other  industrial  coun- 
tries like  Japan  are  experiencing 
booms  of  their  own.  Their  people  are 
eating  more  meat  and  so  on.  So  you 
have  commodity  inflation  and  you 
have  it  worldwide. 

"The  Fed  can't  be  blamed  for  that." 

What  about  the  6%  rise  in  the  mon- 
ey supply  this  year?  Wasn't  that 
the  Fed's  doing— or  overdoing?  No, 
says  Adams. 


"The  Fed  hasn't  been  able  to  con- 
trol the  money  supply  this  year  be- 
cause money  supply  growth  is  a  corol- 
lary of  the  kind  of  inflation  we  now 
have.  An  expanding  money  supply 
goes  along  with  it.  The  growth  reflects 
the  strong  demand  in  business,  expan- 
sion in  loans,  expansion  of  investment. 

"The  Fed  only  controls  bank  re- 
serves, not  how  many  dollars  of  bank 
deposits  are  in  circulation." 

This,  he  explains,  is  why  the  Fed 
has  allowed  interest  rates  to  go 
through  the  roof.  Having  relatively 
few  options  and  rejecting  the  kind  of 
money  crunch  that  afflicted  the  U.S. 
in  the  spring  of  1970,  the  Fed  had  to 
go  the  money-interest-rate  route. 
"They  are,"  says  Adams,  "desper- 
ately trying  to  avoid  the  situation  we 
had  in  the  spring  of  1970." 

We  might  as  well  face  it,  Adams 
concludes.  "The  Fed  is  not  capable  of 
fine  tuning  the  economy.  The  Fed  is 
being  asked  to  handle  [an  inflationary 
situation]  that  they're  not  really  well 
equipped  for."  ■ 


F.  Gerard  Adams 
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In80US.tawns 
this  is  already  a  museum  piece. 


The  solid  waste  problem  will 
always  be  with  us.  But  the  garbage  can 
doesn't  have  to  be. 

First  of  all  it  contributes  to  pollu- 
tion in  itself.  Noise  pollution.  And  litter. 
As  well  as  attracting  bugs. 

But  80  U.S.  towns  have  found  a 
new  way  of  collecting  garbage.  And  a 
new  way  of  life. 

Quite  frankly  it's  our  refuse  sack 

system.  A  heavy  kraft  paper  bag  that 

holds  50%  more  than  a  garbage  can. 

weather  resistant  and  has  a  special 

1  jlder  with  a  lid. 


■  _ 


These  towns  have  found  that  it 
takes  nine  seconds  to  pick  up  our  bag. 
As  against  35  seconds  to  empty  a  gar- 
bage can.  Which  cut  one  town's  collec- 
tion time  by  35%.  And  another  collec- 
tion costs  by  as  much  as  10%. 

Our  system  cooperates  with  ecol- 
ogy. It  degrades  in  a  landfill  right  along 
with  the  garbage.  But  it  keeps  the 
streets  clean  because  instead  of  just 
keeping  a  lid  on  the  mess,  it  surrounds 
it. 

No  wonder  every  town  that  has 
bought  our  system  has  stayed  with  it. 


We're  a  leading  paper  company. 
And  a  leading  maker  of  packaging. 

But  we're  happy  to  say  that  a  lot 
of  the  paper  and  packaging  that  we 
make  is  going  to  the  dumps  in  a  sound 
way.  Both  ecologically  and  economi- 
cally. In  80  communities  at  least.  Be- 
cause we  believe: 

The  future  belongs  to  those  who  stay 

........  srro 
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Faces  Behind  the  Figures 


Who^s  in  Charge? 

James  C.  Windham  took  over  Pabst 
Brewing  in  1958  when  it  was— in  the 
words  of  a  colleague— "just  30  days 
from  bankruptcy."  Today  Pabst  is  a 
solid  No.  Three  in  U.S.  brewing.  It 
has  10%  of  the  market  as  compared 
with  Anheuser-Busch's  20%  and 
Schlitz'  15%.  Its  stock,  which  sold  for 
a  few  dollars  a  share  when  Windham 
took  over,  was  above  $100. 

Running  Pabst  as  a  one-man  show, 
Windham  made  it  once  again  into  a 
national  beer  with  national  advertis- 
ing just  like  Budweiser's  and  Schlitz'. 
He  was  just  in  the  nick  of  time  be- 
cause the  local  and  regional  breweries 
have  been  going  flat  fast. 

Last  year  Jim  Windham  developed 
an  ulcer.  Since  then  he  has  spent 
most  of  his  time  on  his  Mississippi 
farm.  While  he  has  continued  to  make 
the  big  decisions,  the  day-to-day  run- 
ning of  the  business  is  being  left  to 
two  younger  men:  President  Frank 
DeGuire,  42,  a  former  law  professor, 
who  joined  the  company  as  Wind- 
ham's assistant  only  three  years  ago; 


and  Vice  President  August  Pabst,  40, 
a  scion  of  the  Pabst  family  whose 
previous  interests  were  in  racing  cars 
rather  than  in  beer. 

This  difi^usion  of  decision-making 
could  not  have  come  at  a  worse  time. 
Pabst  was  ahead  both  in  sales  and 
earnings  for  the  first  half  of  1973,  but 
the  second  half  is  a  big  question  mark. 
Costs  of  raw  materials  like  corn  and 
barley  are  way  up.  Furthermore,  the 
Blue  Ribbon  label  has  sold  less  beer 
in  the  first  six  months  of  this  year 
than  expected;  Pabst  did  better  with 
two  new  brews— a  cut-rate  brand. 
Red,  White  and  Blue,  and  a  top-of- 
the-range  super  premium,  Andeker, 
which  competes  with  Anheuser- 
Busch's  Michelob. 

Apparently  Windham  felt  he  could 
allow  Pabst  to  coast  and  divert  some 
of  its  advertising  dollars  to  the  new 
brands.  The  ploy  didn't  work;  Pabst 
suffered.  So  now  the  company  is 
changing  policy.  "Our  advertising 
budget,"  says  DeGuire,  "is  being  sig- 
nificantly increased.  We  will  keep  up 
the  pressure  as  long  as  necessary.  This 
may  affect  our  bottom  line." 


Alone  of  the  Big  Three,  Pabst  is 
not  yet  truly  national.  It  gets  a  full 
half  of  its  sales  from  five  midwest 
states.  "We  are  weak  in  the  whole  of 
the  West,"  DeGuire  says.  "In  Cali- 
fornia right  now  our  market  share  is 
almost  zero."  Pabst's  dependence  on  a 
single  region  probably  makes  it  vul- 
nerable to  price-cutting  raids  from  its 
big  competitors.  Significantly,  Pabst 
now  sides  with  the  small  regional 
brewers  in  meetings  of  the  U.S.  Brew- 
ers' Association.  Like  them,  but  unlike 
the  Big  Two,  it  wants  to  see  more 
states  regulate  price-cutting. 

Pabst  is  not  defenseless.  It  is  sitting 
on  close  to  $100  nullion  in  cash  and 
has  almost  no  debt.  Still  it  is  feeling 
the  pressure  from  two  bigger  and  ex- 
tremely aggressive  competitors.  Who 
is  in  charge  at  this  crucial  time? 
Windham,  by  long  distance?  DeGuire, 
a  man  with  only  three  or  four  years' 
experience  in  the  beer  business?  Or 
August  Pabst,  who  does  not  swing  a 
significant  amount  of  stock  but  who 
makes  no  secret  of  his  desire  to  have 
a  strong  say  in  running  the  company 
founded  by  his  forebears?  ■ 


Pabst 


DeGuire 


Windham 
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Inthecan't-wait 
world  of  business, 

ther^oneed 
foro  big  bonk  that 

rolls  up  its  sleeves 
and  gets  the  job  done. 


Business  lives  in  a  microsecond 
world,  A  quick,  competent  yes-or-no 
decision  can  make  the  difference  be- 
tween success  or  failure... for  a  pro- 
gram, a  product,  even  an  entire 
company. 

At  Manufacturers  Hanover,  we've 
structured  our  whole  decision-making 
process  on  quickness  and  competence. 


John  J  Sullivan,  Senior  Vice  President 


We've  a  minimum  of  committees ...  a 
maximum  of  authority  for  our  indi- 
vidual bankers . . .  and  almost  no  room 
at  all  for  corporate  "formality," 

In  each  of  the  past  few  years,  for 
instance,  we've  pulled  together  financ- 
ing packages  in  excess  of  $l(X)-million 
—  virtually  overnight— for  some  of  the 
nation's    top    corporations.    And    we 


were  able  to  do  it  because  our  de- 
cision-makers weren't  closeted  be- 
hind closed  doors  when  the  decision 
was  needed. 

Of  course,  we  wouldn't  be  able 
to  work  this  way  if  we  didn't  have  the 
kind  of  people  who  work  here  — pro- 
fessionals, who  can  roll  up  their 
sleeves  and  get  the  job  done. 


MANUFACTURERS  HANOVER 


Member  FDIC 
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Wteptowbock  profits  tc 


Every  year,  Greyhound  reinvests 
a  big  chunk  of  its  profits. 

Some  into  facilities  like  the  Texas 
hatchery  just  built  to  help  Armour  turn 
out  15  million  turkeys  a  year.  And 
there's  Armour-Dial's  new  meat-canning 
plant— the  world's  largest. 

While  replacing  our  buses  at  the 
rate  of  one  a  day,  and  our  terminals 
one  a  month,  we've  expanded  Motor 
Coach  Industries  to  become  North 
America's  biggest  intercity  bus  builder. 

At  Greyhound,  we  think  that 
continuous  reinvestment  keeps  us— and 
our  profits— growing. 

Expanding  industry— just  one  of 
the  many  ways  we're  meeting  people's 
needs. 


KEY  SUBSIDIARIES  OF  THE  GREYHOUND  CORPORATION 

TPANCPORTATIOI  . 

Greyhound  Lines  Carey  Transportation 

Greyhound  Lines  of  Canada  Florida  Parlor  Car  Tours 

Texas,  New  Mexico  &  Oklahoma  Coaches  Gray  Line  of  New  York 

American  Sightseeing  Tours  of  Miami  Gray  Line  of  San  Francisco 

Atlanta  Airport  Transportation  Greyhound  Airport  Service 

Brewster  Transport  Greyhound  Highway  Tours 

California  Parlor  Car  Tours  Korea  Greyhound 


Loyal  Travel  Service 
Motor  Coach  Industries 
Red  Top  Sedan  Service 
Royal  Glacier  Tours 
Trade  Wind  Transportation 
y/alters  Transit 


LEASING-HNANCING-COMPi 

Greyhound  Leasing  &  Financial 
of  the  U.S.,  Canada,  Switzerlo' 
England,  Japan,  Hong  Kong 

Greyhound  International  Bankinj 
Corporation  Ltd.,  Bahamas 

Greyhound  Guaranty  Ltd.,  Lond< 

Greyhound  Computer 


I/' 


ultivate  new  graiiiith 


1HE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


RODUCTSAND 

FOOD 

FOOD  SERVICE 

EUTICALS 

Armour  Foods 

Greyhound 

jial 

Armour  Le  Grys 

Food  Management 

r  Pharmaceutical 

Klorer  of  Kentucky 

Post  Fiouses 

Pfaelzer  Bros. 

Prophet  Foods 
Restaura 

SERVICES 

Aircraft  Service  International 

Border  Brokers 

Compass  Insurance 

Consultants  &  Designers 

Dispatch  Services 

Freeport  Flight  Service 


Florida  Export  Group 
General  Fire  &  Casualty 
Greyhound  Rent-A-Car 
Greyhound 

Temporary  Personnel 
Manncraft  Exhibitors  Service 
Travelers  Express 


Crum  &  Forster  built  a  billion 

dollar  business  \^  ithout  ad\iertising. 

Why  did  they  start  now? 


For  ']'>^  years,  the  Crum  & 
Forster  Insurance  Compa- 
nies didn't  feel  the  need  to 
advertise. 

And,  they  did  rather  well 
keeping  a  basket  over  their 
light. 

As  a  supplier  of  property 
and  casualty  insurance 
through  independent  agents 
and  brokers,  Crum  & 
Forster  achieved  enormous 
volume  and  a  fine  earnings 
record  with  virtually  no 
advertising. 

Premiums  Net 

Year                   Written  Income 

(000)  (000) 

1970  3530,131  S20,733 

1 97 1  604,025     36,049 

1972  660,797     46,033 

You  might  say  they  were 
the  "Hershey  Bar"  of  the 
insurance  business. 

When  you  get  to  be  a 
major  factor  in  the  insur- 
ance business  without  being 
a  major  advertiser... why 
change  the  game  plan? 

They  have.  Late  in  1972 
they  began  a  dynamic  ad- 
vertising campaign . . .  much 
of  it  in  our  business  maga- 
zines. 

It  was  aimed  at  corporate 
identity. . .getting  the  Crum 
&  Forster  light  out   from 


under  that  basket,  and  on 
their  "retailers!'  Their  in- 
dependent agents. 

But  why?  Obviously 
there's  a  sophisticated  mar- 
keting strategy  behind  it 
all.  But,  briefly,  let's  just  say 
they've  wisely  decided  to 
test  the  wisdom  of  one  of 
advertising's  most  ancient 
axioms. 

You  know  the  one  -  show 
me  a  product  that  sells 
without  advertising  and  I'll 
show  you  a  product  that 
sells  better  with  advertising. 

It's  too  early  to  jump  or 
even  hop  to  any  conclusions, 
of  course.  But  already  the 
effects  of  the  new  campaign 
look  "very  encouraging" 
Crum  &  Forster  manage- 
ment reports  widespread 
and  favorable  comment 
from  all  of  their  targets... 
including  the  independent 
agents.  We're  not  surprised. 

The  new  Crum  &  Forster 
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campaign  is  penetrating  ad- 
vertising. 

Penetrating  because  of  its 
ability  to  grab  readers. 

Penetrating,  too,  because 
in  our  business  magazines, 
it's  got  a  lot  of  important 
readers  to  grab. 

Like  board  chairmen, 
company  presidents,  vice 
presidents  (Sr.'s  and  Jr.'s), 
treasurers,  comptrollers, 
prospective  agents,  current 
agents,  security  analysts, 
investment  counselors... 
virtually  every  kind  of 
decision-maker  whose  de- 
cisions can  make  life  rosier 
for  Crum  &  Forster. 

Some  people  think  the 
close  tie  between  business 
success  and  business  adver- 
tising is  just... coincidence. 
Crum  &  Forster  doesn't 
accept  that  at  face  value. 
We  hope  you  don't  either. 


Fcmr^rciit 
business  locations. 


Faces  Behind  the  Figures 


IMice  Troubles 

Everybody's  got  troubles.  James  J. 
Shapiro's  trouble  is  that  his  company 
has  too  much  money.  Simplicity  Pat- 
tern Co.  has  capital  of  just  over  $70 
million,  of  which  more  than  one- 
third  is  in  cash. 

Right  now  Simplicity  is  not  hurt- 
ing much  from  all  this  liquidity.  It 
can  earn  10%  and  more  on  its  cash 
holdings  at  current  interest  rates. 
Moreover,  Chairman  Shapiro  hardly 
has  to  worry  about  the  cash  attract- 
ing takeovers.  Simplicity  is  way  up 
among  the  so-called  first-tier  stocks 
—or  Vestal  Virgins.  It  sells  for  8  times 
book  value  and  45  times  last  year's 
earnings.  It  has  a  market  value  of 
$729  million.  What  takeover  artist 
would  pay  $600  million  to  get  $30 
million  in  cash,  some  $100  million  in 
sales  and  $15  million  in  net  profits? 

Curiously,  the  founding  Shapiro 
family  has  only  a  smallish  piece  of 
this  pie.  Starting  in  1937,  they  began 
selling  shares  to  the  public,  and  to- 
day James  Shapiro  and  his  brother 
Robert  own  only  250,000  shares,  in- 
cluding options— less  than  2%  of  the 
company's  common  stock.  So  the  fam- 
ily has  missed  out  on  a  very  nice 
thing:  The  really  big  action  in  the 
stock  has  happened  in  the  past  five 
years,  while  the  Shapiro  family  had 


pretty  well  sold  out  by  1950.  But 
the  brothers,  sons  of  the  founder,  con- 
tinue to  run  the  company  as  profes- 
sional managers,  arguing  that  the 
company  is  better  off  with  manage- 
ment that  cannot  entrench  itself  be- 
hind an  ownership  position. 

Simplicity  makes  patterns  for  men's, 
women's  and  children's  clothing.  It 
has  more  than  half  of  the  market,  and 
a  nice  market  it  is.  But  the  buildup  of 
cash  presents  a  problem,  because  the 
pattern  business  offers  few  opportun- 
ities for  expansion. 

It's  not  that  Simplicity  hasn't  tried 
to  expand.  It  made  educational  films 
for  nurses  and  hospital  personnel  and 
worked  with  computer  applications 
for  educational  materials.  No  luck. 
Simplicity  backed  out  of  both  ven- 
tures. It  tried  making  computerized 
master  patterns  for  ready-to-wear 
clothing.  That,  too,  was  sold. 

"These  things  taught  me  I  couldn't 
operate  too  far  afield  from  what  I 
know,"  Shapiro  says.  That,  of  course, 
is  a  valuable  lesson  to  learn.  But 
it  does  leave  unanswered  one  rather 
embarrassing  question:  If  Simplicity 
has  no  way  to  invest  its  surplus  earn- 
ings, how  come  the  stock  is  selling 
at  45  times  earnings?  How  can  a  com- 
pany with  only  $70  million  in  capital 
and  with  limited  growth  prospects  be 
worth  $729  milhon?  ■ 


Shapiro  of  Simplicity  Pattern 


Aubrey  of  M-G-M 


Suddenly  This  Summer 

Metro-Goldwyn-Mayer  is  all  but 
quitting  the  business  of  which  it  once 
was  the  reigning  monarch,  the  Tif- 
fany, the  IBM.  From  now  on  the  com- 
pany that  brought  you  Ben  Hur  and 
The  Wizard  of  Oz  will  bring  you  crap 
—and  roulette,  slot  machines  and  all 
the  other  pleasures  of  a  Las  Vegas 
casino  hotel. 

M-G-M's  new  2,084-room  Grand 
Hotel,  Vegas'  largest,  is  expected  to 
open  this  month  and  with  luck  net 
more  than  $5  million  in  fiscal  1974— 
even  though  it  will  end  up  costing 
about  $32  million  more  than  the  orig- 
inal $75-million  estimate. 

Controlling  stockholder  Kirk  Ker- 
korian  and  his  hired  hand,  Jim  Au- 
brey, the  "Smiling  Cobra"  from  CBS, 
for  a  long  time  stoutly  denied  that 
M-G-M  was  getting  out  of  the  flicks. 
A  mere  five  months  ago,  Aubrey  was 
telling  the  world  that  he  had  discov- 
ered the  secret  to  profitable  film  mak- 
ing. The  answer?  Simply  hold  produc- 
tion costs  down  to  $2  million  a  pic- 
ture. All  the  while,  however,  he  was 


sharpening  his  famous  hatchet. 

Last  week  Aubrey,  looking  as  gray 
as  his  suit,  let  it  fall.  He  said  that 
suddenly  over  the  summer  the  bot- 
tom fell  out  of  the  movie  business. 
Now,  says  Aubrey,  an  "average  film" 
will  only  recoup  about  $200,000  at 
the  box  office.  That's  not  enough  to 
cover  print  costs  and  advertising. 
M-G-M  had  no  choice  but  to  sharply 
curtail  new  film  production  ("to  about 
two,  four  or  six  highly  selective  films 
a  year"),  dispose  of  its  film  distribu- 
tion arm,  unload  its  theaters  abroad 
and  even  sell  its  remaining  44-acre 
movie  lot  in  Culver  City,  Calif. 

But  actually,  this  is  no  sudden  de- 
cision. From  the  beginning  in  1969,  if 
anyone  happened  to  admire  an  ash- 
tray on  Aubrey's  desk,  Aubrey's  job 
was  to  try  to  sell  it  to  him.  In  all,  Ker- 
korian  and  Aubrey  have  sold  $61.6 
million  in  M-G-M  assets— everything 
from  faded  movie  props  to  a  major 
record  subsidiary,  and  plowed  most 
of  the  dough  into  the  Grand  Hotel. 

Now  the  crap  tables  are  opening. 
The  movies  are  closing.  Louis  B.  May- 
er, where  are  you  now?  ■ 


FORBES,  OCTOBER  1,  1973 


99 


The  Funds 


Don^t  Count  Your  Chickens 


Only  a  few  months  back  the  hottest 
merchandise  in  an  otherwise  dull  mu- 
tual fund  market  was  bond  and  in- 
come funds. 

Between  late  1970  and  early  this 
year,  scores  of  such  funds,  mostly 
closed-ends,  appeared— over  $1.5  bil- 
lion worth.  Oldtime  bond  funds  hke 
Keystone's  B-1  (assets:  $28  million), 
B-2  ($15  million)  and  B-4  ($225  mil- 
lion), were  no  longer  wallflowers. 

The  reason  behind  the  sudden  pop- 
ularity of  these  funds  was  simple 
enough:  Interest  rates  seemed  high, 
7%  and  up  on  triple- A  bonds.  Burned 
by  the  stock  market,  investors  wanted 
a  return  that  was  safe.  And  what 
seemed  safer  than  the  interest  on  a 
bond,  a  contractual  commitment? 

Lured  by  promises  of  7/2%  returns 
and  better,  many  investors  who  still 
had  the  money  poured  it  into  these 
new  "sure  things;"  7/2%  in  the  hand 
was  better  than  15%  in  a  go-go  bush. 

But,  alas,  it  turns  out  it  wasn't  so 
simple  as  that. 

The  reason:  inflation.  As  inflation 
rises,  the  level  of  interest  rates  rises; 
as  interest  rates  rise,  the  prices  of  out- 
standing bonds  adjust  downward. 
Which  means  bondholders'  principal 
goes  down.  And,  of  course,  inflation 
has  been  rising. 

So  if  you  look  at  those  funds  now, 
you'll  find  that,  in  many  cases,  inves- 
tors would  have  been  better  off  put- 
ting their  money  in  savings  banks. 

Since  its  inception  last  November, 


Transamerica  Income  Shares'  (assets: 
$114  million)  total  return  is  —13% 
from  its  offering  price,  for  instance; 
Mutual  of  Omaha  Interest  Shares' 
($97  million)  return  since  inception 
in  early  1972  is  — 14%.  Even  American 
General  Bond  Fund  ($220  million), 
begun  in  1970  when  bond  rates  were 
near  their  historic  high,  has  appreci- 
ated some  26%,  not  a  huge  margin 
against  the  19%  an  investor  would 
have  had  with  a  6%  savings  accotmt. 

Sure,  the  performance  of  these 
funds  has  far  outpaced  the  stock  mu- 
tual funds.  But  their  total  return  has 
been  lower  than  investors  would  have 
expected  looking  only  at  the  yield. 
And  since  much  of  this  money  was 
refugee  money  from  the  stock  market, 
it  is  total  return  that  most  concerns  the 
bulk  of  these  new  bond  investors. 

In  fact,  a  look  at  the  oldtime  bond 
funds  shows  how  perilous  such  an  in- 
vestment can  be.  According  to  the 
1973  Forbes  Mutual  Fund  Survey, 
the  11-year  annual  growth  rate  of  the 
Keystone  B-1  bond  fund  was  — 5%;  for 
B-2,  —0.6%:  for  B-4,  —0.3%.  For  IDS' 
Investors  Selective  Fund  (assets:  $75 
million)  the  average  retin-n  for  that 
period  was  — 0.4%. 

But  is  this  latest  rise  in  interest  rates 
only  a  short-term  phenomenon?  May- 
be not.  Many  economists  believe  that 
the  combination  of  inflation  and  huge 
demands  for  new  corporate  capital  for 
the  rest  of  the  decade  could  push 
long-term  interest  rates  to  new  highs. 


Some  bond  funds  will  be  smart 
enough,  fast  enough  and  lucky 
enough  to  keep  their  rettims  fairly 
high.  But  it  isn't  going  to  be  easy. 

Says  John  E.  Dukes,  portfolio  man- 
ager of  Transamerica  Income  Shares, 
"We're  in  the  very  beginning  of  bond 
portfolio  management.  I  wouldn't 
want  to  lend  somebody  money  for  30 
years  and  only  get  8%.  The  bond  in- 
vestor over  the  long  term  is  going  to 
suffer  relative  to  the  buying  power  of 
that  fixed  stream  of  dollars.  So  he 
must  be  current  in  the  marketplace." 

Investors  cannot  buy  bond  and  in- 
come fvmds  indiscriminately.  Listen 
to  Carl  Andersen,  Keystone's  market- 
ing vice  president.  Says  he  about  Key- 
stone's B-1  fund,  which  invests  only 
in  high-grade  bonds:  "If  every  sales- 
man were  honest,  there  would  be  no 
B-1  sales.  You  may  be  renting  your 
money  for  nothing." 

Andersen  sees  a  danger  in  all  those 
closed-end  funds.  "They've  been  sold 
to  an  investor  traditionally  interested 
in  growth  securities.  Since  he  is  a 
greed-oriented  investor,  when  he  sees 
a  rising  market,  he'll  want  to  sell  that 
closed-end  bond  fund"  and  get  into 
stocks.  "But  who  can  he  sell  it  to?" 

These  closed-end  funds  could  end 
up  selling  at  huge  discounts.  "At  least 
the  buyer  of  an  open-end  fund  can 
sell  it  at  net  asset  value.  Then  it's  the 
fund's  problem  to  deal  with  the  ques- 
tion of  where  the  cash  comes  from  to 
cover  that  redemption." 

Why  must  investors  repeatedly 
learn  that  in  investing  there  is  no  such 
thing  as  a  sure  thing? 


The  Unstandard  Fund 


It  takes  all  kinds  to  make  the  real 
world,  and  the  mutual  fund  world  is 
no  exception.  Take  New  York-based 
Standard  Shares,  an  $85-milhon 
closed-end  mutual  fund  traded  on  the 
American  Stock  Exchange. 

Most  startling  is  Standard's  port- 
folio. Nearly  half  of  its  assets  are  in- 
vested in  one  company,  a  small  con- 
glomerate called  Pittway  (sales:  $82 
million).  Standard  Shares  (38%  of 
Pitt  way's  outstanding  stock)  is  the 
controlling  block.  Standard's  president, 
Irving  Harris,  is  a  Pittway  director; 
brother  Neison  Harris  is  Pittway's 
president. 

A  onetime  public  utility  holding 
company,  which  collapsed  during  the 
Thirties,    Standard    changed    into    a 


closed-end  investment  company  in 
1956.  The  new  fund's  biggest  asset: 
more  than  $50  million  in  tax-loss  cred- 
its that  would  accrue  from  selling  one 
of  its  two  remaining  1920s  holdings, 
Duquesne  Light,  a  Pittsburgh  utility. 
It  is  on  Standard's  books  at  a  tax  cost 
of  over  $100  a  share,  but  today  sells 
for  only  $23.  With  a  tax  shelter  like 
that.  Standard  offsets  a  lot  of  realized 
capital  gains. 

"The  beauty  is  that  these  losses  are 
good  whenever  realized,"  says  Irving 
Harris.  That  tax  shelter  is  worth  $16 
million  today.  Standard  also  has  tax 
credits  of  nearly  $7  million  from  real- 
ized portfolio  losses.  "They  weren't  in- 
tended," says  Harris.  Another  unusual 
feature:  It  distributes  actual  holdings 
in  its  portfolio.  This  past  year  share- 
holders got  1  /  100th  of  a  share  of 
Pittston  and  6/ lOOOths  of  a  share  of 


First  Chicago  for  each  Standard  share 
they  owned.  In  fiscal  1972,  they  got 
1  /  50th  of  a  share  of  Oscar  Mayer. 

"The  Duquesne  tax  shelter  will  last 
longer  that  way,"  says  Harris.  "They're 
portfolio  securities  and  we  don't  real- 
ize the  capital  gains." 

But  that  exercise  may  be  ending. 
"A  man  doesn't  much  care  for  getting 
fractional  shares." 

Standard  also  leverages,  having 
outstanding  loans  now  for  $5  million. 
"We  have  no  hesitancy  in  borrowing 
some  amount  of  the  Duquesne  hold- 
ing," Harris  explains.  The  added  kick- 
er here:  Standard  borrows  from  First 
Chicago  and  Continental  Illinois 
banks  at  prime  and  doesn't  have  to 
leave  compensating  balances.  "We've 
had  a  very  good  relationship  with 
the  banks,"  notes  Harris. 

For  a  smallish  company   Standard 
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Crane  microstrainers  at  work  in  Turner's  Falls,  Mass. 


A  clean  vktory  over  industrial  waste. 


Something  important  for 
industries  everywhere  is  hap- 
pening here  at  Turner's  Falls. 
Important  enough  to  have  won 
a  federal  grant  through  the 
Environmental  Protection 
Agency.  And  Crane  micro- 
strainers  are  helping  it  all 
happen.   . 

What's  happening  is  a 
demonstration  proving  that 
small  companies  can  overcome 


seemingly  insurmountable 
costs  and  legislative  require- 
ments when  they're  faced  with 
the  problems  of  cleaning  up 
industrial  wastes. 

Two  paper  companies  at 
Turner's  Falls  faced  that  clean- 
up-or-close-up  challenge. 
Jointly,  they  have  built,  and 
are  successfully  operating 
their  own  industrial  waste 
treatment  plant.  And  that's 
where  Crane  microstrainers 
come  in— vitally. 

The  microstrainer  pro- 
vides continuous  filtration  in 
industrial  waste  treatment,  in 


tertiary  sewage  and  in  water 
supplies  everywhere.  In  fact, 
Crane  microstrainers  working 
in  over  450  installations  and 
in  34  countries  are  filtering 
2  billion  gallons  of  drinking 
water  every  day. 

The  microstrainer.  One  of 
many  answers  to  pollution  from 
Crane.  Leader  in  products  and 
technologies  to  clean  up  our 
waters  and  the  air  we  breathe. 
For  further  information  con- 
tact: Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York, 
New  York  10022. 


CRANE 


Crane  makes  it  flow  clean  again 
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We  are  pleased  to  announce  that 
effective  September  10,  1973 

Surveyor  Fund,  Inc. 

has  been  merged  into 

The  Eberstadt  Fund,  Inc. 

The  surviving  open-end  mutual  fund 
will  be  known  as 

Surveyor  Fund,  Inc. 


F.  Eberstadt  &  Co., 

Managers  &  Distributors,  Inc. 

61  Broadway,  New  York,  New  York  10006 

Investment  Manager  and  Distributor  for 

Chemical  Fund,  Inc.  Surveyor  Fund,  Inc. 


INVESTIGATE  THE 


Established 
1950 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seel<s  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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The  Funds 


has  a  notable  board  of  directors.  Sev- 
eral of  its  directors  are  also  directors 
of  some  of  Standard's  holdings.  Di- 
rector James  H.  Lorie  {see  p.  29)  is 
also  a  director  of  Square  D  (30,000 
shares  in  Standard's  portfolio),  Eu- 
gene M.  Adler  is  also  a  director  of 
Kellwood  (75,000  shares),  John  R. 
Menke  is  also  a  director  of  United 
Nuclear  ( 50,000  shares ) ;  not  to  men- 
tion the  Harris  brothers  and  Pittway. 

Doesn't  this  constitute  a  conflict  of 
interest? 

"Conflict  of  interest  is  endemic  in 
this  business,"  answers  Harris.  "It's 
unavoidable."  He  adds,  "We  wouldn't 
think  of  asking  these  men  any  ques- 
tions that  would  put  us  in  a  favored 
position." 

How  has  the  fund  perfonned?  Ac- 
cording to  the  1973  Forbes  Mutual 
Fund  Survey,  Standard  Shares  had 
an  11 -year  average  annual  growth 
rate  of  8.5%,  one  of  the  best  in  the 
business,  although  Standard's  net  asset 
value  has  slumped  10%  in  1973. 

Which  brings  us  back  to  Pittway, 
since  this  is  the  stock  that  has  ac- 
counted for  the  bulk  of  Standard's 
growth.  In  fact,  the  unrealized  gains 
in  Pittway  ($38  million)  are  more 
than  twice  the  unrealized  losses  of 
Duquesne  the  tax  shelter. 

Doesn't  that  mean  Standard  is 
locked  into  Pittway? 

"Oh  yes,"  gushes  Harris.  "It's  a  fine 
business  and  we're  glad  we're 
locked  into  that." 

The  stock  has  appreciated  about 
1,000%  since  1958,  when  it  began  its 
transformation  from  a  trolley  car  out- 
fit to  that  of  a  miniconglomerate. 

But  what  happens  to  Standard  if 
the  stock  ever  falters?  That  question 
is  one  reason  why  Standard  sells  at 
an  above-average  discount  (27%) 
from  its  net  asset  value. 

Another:  The  Harris  family  owns 
40%  of  the  stock  and  so  there  is  little 
turnover.  Out  of  nearly  3  million 
shares  outstanding,  only  100,000  were 
traded  in  1972. 

So  why  would  an  investor  want  to 
own  Standard  Shares?  "It  has  been 
a  good  investment,"  replies  Harris. 
"We  buy  sound  stocks  and  while 
we're  down  in  this  market,  this  is  not 
a  gambling  fund." 

So  what  kind  of  fund  is  it?  In  ef- 
fect, a  personal  holding  company  for 
the  Harris  family,  which  effectively 
controls  the  company.  Undiversified, 
leveraged,  sort  of  locked  in— the  very 
antithesis  of  what  an  investment  com- 
pany should  be.  But,  as  we  said,  it 
takes  all  kinds.   ■ 
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OPERATING  REVENUES 

MILLIONS  $                                                                             ^ 
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•Operating  revenues  for  the  12  months  ended  June  30  amounted  to 
$215,699,000. 
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•Earnings  per  share  on  the  average  of  19,039,193  shares  outstanding  for 
the  12  months  ended  June  30  amounted  to  $2.31  per  share. 
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•Dividend  declarations  for  January  and  April,  1973,  payments  on  the 
common  stock  were  3772^  per  share  and  for  July  payment  40^  per 
share,  the  latter  equal  to  $1.60  per  share  on  an  annual  basis. 


Pacific  Power 
&  Light  Company 

Revenues  are  solidly  founded  upon  a  service  territory  with 
528,000  electric  customers  in  240  cities  and  towns  and  adja- 
cent rural  areas  in  parts  of  Oregon,  Washington,  California, 
Idaho,  Montana  and  Wyoming.  The  Company  also  operates 
a  telephone  subsidiary  serving  38,405  stations  in  Oregon  and 
Montana,  eleven  water  systems  and  two  steam-heat  systems. 
Only  six  of  the  cities  exceed  25,000  population  and  211  have 
fewer  than  5,000.  Because  of  their  size  they  have  minimal  social 
problems  and  a  high  level  of  livability  and  growth  prospects. 

Diversities  of  the  geography,  climate  and  natural  resources 
of  the  territory  foster  an  economy  with  a  wide  range  of  indus- 
trial, agricultural  and  commercial  activities  that  result  in  a 
balanced  and  stable  source  of  revenue.  Energy  sales  have 
compounded  at  an  annual  rate  of  6%  during  the  past  decade, 
with  40%  of  revenues  currently  derived  from  nearly  446,000 
residential  customers,  27%  from  78,000  commercial  cus- 
tomers, 22%  from  nearly  2,500  industries  and  the  remaining 
11%  from  governments  and  others.  Importantly,  any  single- 
indi^stry  recession  has  minor  impact  upon  revenues. 

Electric  generation  resources  are  diverse  and  balanced. 
Generators  at  hydroelectric  and  thermal  plants  provide  PP&L 
control  of  a  combined  capacity  of  1,689,626  kilowatts. 
Long-term  purchasing  and  exchange  agreements  with 
neighboring  systems  provide  for  additional  large  blocks 
of  electricity.  The  Company  also  is  a  47V2%  partner  in  a 
1,400,000-kilowatt  coal-fired  plant  in  Washington  and  a 
66V3%  partner  in  a  1,500,000-kilowatt  coal-fired  plant  under 
construction  in  Wyoming.  Others  are  in  the  planning  stage. 

Pacific  Power  has  coal  holdings  in  three  western  states.  Its 
reserves  of  low-sulphur  coal  in  five  separate  fields  in  Wyoming 
and  Montana  are  so  extensive  (an  estimated  1-billion, 
600-million  tons)  that  it  has  committed  a  portion  of  its 
Montana  field  to  a  commercial  mining-marketing  venture 
which  is  one-half  owned  by  PP&L  and  is  in  business.  Decker 
Coal  Company  began  shipments  in  August,  1972,  under  a 
contract  for  22-million  tons  over  a  six  year  period,  and  has  a 
contract  for  delivery  of  180-million  tons  over  a  26  year  period, 
beginning  in  1976  on  a  sizable  scale  and  at  a  rate  of  7-million 
tons  annually  beginning  in  1981  and  extending  through  2001. 

Investor  inquiries  are  welcomed.  Write  to  — 
Room  1307-920  S.W.  Sixth  Avenue 
Portland,  Oregon  97204 
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WM  like  to  let  you  in 
on  a  recreation 


equipment  secret. 
Reichhold  Chemicals 


Until  now,  the  role  of  Reichhold  Chemicals 
in  the  recreation  equipment  market  has 
only  been  known  by  a  few  specialists  in  the 
field. 

Because  RCFs  world  of  resin  products 
aren't  normally  end-products  in  themselves 
—but  rather,  specialty  chemicals  that  make 
end-products  possible. 

Polyester  resins  that  make  all  those 
fiberglas  hulls  and  components  of  pleasure 
boats  all  the  more  beautiful . . .  durable . . . 
and  easy  to  care  for. 

Resins  in  the  plywood  and  adhesives  that 
go  into  an  A-frame  in  the  woods. 

Urethanes  that  fit  right  into  everything 
from  a  ski-boot  fitting  to  the  foam 
flotation  system  that  makes 
that  21-footer  of  yours 
virtually  unsinkable. 

And  a  wide  world  of 
polyesters  that  are  essential 
to  bowling  balls,  surfboards, 
golf  carts  and  even  the  fuel 
tanks  on  motorcycles. 

There's  a  world  of  painting  and  coating 
that's  needed  in  our  recreational  world.  RCI 
paint  emulsions  are  at  work  here— beauti- 
fully and  durably  covering  everything  from 
a  child's  sled  to  an  entire  sports  stadium. 

Reichhold's  all  around  the  pool  and  patio, 
as  well.  In  the  form  of  reinforced  plastic 
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paneling,  as  sturdy  as  it  is  beautiful,  that 
makes  up  fencing,  decorative  roofing  and 
other  outdoor  structures. 

The  recreation  products  market  is  one  of 
a  number  of 
key  markets 
Reichhold  has 
successfully 
penetrated 
through  its 
world  of  resin 
technology 
(others  are 
transportation, 
construction 
and  home 
furnishing)  to 
the  tune  of  a 
quarter  of  a 
billion  dollars 
in  sales  per 
year. 

And  now,  with  RCI's  acquisition  of  the 
Newport  Division,  all  the  market  potential 
of  terpene  chemistry  is  added  to  Reichhold's 
world  of  resin  technology. 

For  a  copy  of  our  latest  Quarterly  Report, 
write  to  the  address  below. 


REICHHOLD 


RCI  Building,  White  Plains,  New  York  10602 
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Composed  of  the  following: 
PtofiuQilon 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  lr)dustrial  Production) 

•  What  \rolume  of  hard  goods  are  we  ordering? 
(Dept.  ot  Commerce  latest  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


A  Changed  Market 


When  some  10  million  Americans 
who  had  never  before  owned  a  stock 
became  shareholders  of  record  in  the 
dozen  or  so  years  after  1957,  the  in- 
vestment public  grew  infatuated  with 
equities.  Many  made  money;  some  a 
lot  of  money,  at  least  on  paper;  and 
those  that  didn't  still  hoped.  In  short, 
America  had  a  love  afiFair  with  stocks 
per  se.  There  was  a  big  demand  for 
them,  especially  for  what  came  to  be 
known  as  ownership  in  emerging 
growth  companies.  The  investment 
community,  not  unlike  other  busi- 
nesses, found  or  created  the  product 
in  demand.  In  many  cases  the  product 
demanded  was  shoddy  goods,  and  the 
experience  of  the  last  few  years  is 
that  it  did  not  wear  well. 

Consequently,  this  infatuation  has 
led  to  an  incompatibility  between  the 
two  principals  of  the  investment  equa- 
tion. During  the  past  year  or  two  many 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.   Hutton  &  Co. 


owners  have  divorced  their  specula- 
tive spouses,  thus  creating  a  bear  mar- 
ket, especially  in  faded  gold  diggers. 
Many  of  the  victims  swear  they  won't 
marry  again;  although,  in  time,  some 
will.  Some  of  the  other  victims  will 
team  up  again,  but  they  will  move 
more  slowly  and  be  much  more  par- 
ticular about  it.  Others  will  continue 
their  conjugal  relationship,  feeling 
that  common  stocks,  in  spite  of  peri- 
odic unpleasantness,  are  pretty  good 
associates  after  all. 

With  apologies  for  all  of  those 
mixed  metaphors  and  the  lame  at- 
tempt to  create  humor  out  of  disas- 
ter, I  want  to  make  a  few  points.  In 
the  first  place,  the  market  for  com- 
mon stocks  is  no  longer  as  big  as  it 
was  in  the  days  of  the  late,  lamented 
pleasantness.  Second,  those  who  buy 
stocks  during  the  next  few  years  will 
be  more  careful  in  what  they  do. 
Third,  the  values  are  infinitely  better 
than   they   were   in   the   late   Sixties. 


Fourth,  one  can't  expect  such  high 
price/ earnings.  Fifth,  there  won't  soon 
be  a  big  revival  in  speculation,  and 
there  won't  be  so  many  new  issues  of 
emerging  growth  companies.  Sixth, 
most  of  the  liquidation  of  past  mis- 
takes has  already  taken  place. 

To  go  a  little  further,  action  will 
be  good  by  the  new  standards  when 
we  have  a  volume  of  15  million  or 
18  million  shares  a  day  on  the  New 
York  Stock  Exchange.  Any  20-million- 
share  day  may  be  a  little  hectic.  Peo- 
ple will  be  looking  for  established 
values  rather  than  for  something  far 
into  the  future.  A  high  percentage  of 
all  stocks  will  sell  at  multiples  of  8  to 
12  times  earnings;  and  the  number  of 
issues  at  20  times  earnings  or  more 
will  continue  to  shrink.  Finally,  as  I 
have  been  stressing  in  column  after 
column  in  this  magazine,  the  bear 
market  is  winding  down,  and  between 
now  and  the  end  of  the  year  the  DJI 
will  probably  advance  rather  than  de- 
cline. A  10%  rise  in  the  Dow  from 
recent  levels  would  bring  the  index  up 
above  the  middle  900s,  making  pos- 
sible an  approach  to  nearly  1000  be- 
fore the  end  of  the  year. 

This  is  no  time  to  stress  tired  nega- 
tives, but  if  there  is  any  major  nega- 
tive here,  it  is  the  still  high  prices  for 
the  glamours,  those  stocks  which 
have  so  long  been  the  darlings  of  the 
big  banks  that  manage  most  of  the 
big  corporation  pension  funds.  This 
group  has  been  a  notable  laggard  in 
the  rally  from  the  July  and  August 
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electric  power  output. 
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lows,  and  it  is  evoking  increased  criti- 
cism from  not  only  corporate  manage- 
ments, but  also  from  the  current 
Congressional  study  of  pension  fund 
practices. 

The  high  prices  for  glamour  stocks 
like  Avon  Products  (110),  Polaroid 
(115),  McDonald's  (65)  and  even  a 
good  stock  like  Xerox  (151)  are  on 
the  defensive  to  a  greater  degree 
than  at  any  time  in  the  past  year  or 
two.  I  surmise  that  the  profit  pos- 
sibilities in  them  are  not  commen- 
surate with  the  price  risks  involved. 
I  know  this  is  an  old  story,  but  there's 
an  adage  that  truth  crushed  to  earth 
will  rise  again.  The  truth  right  now 
looks  much  more  restive. 

In  spite  of  the  shrinkage  in  the 
number  of  stockholders,  there  are  still 
perhaps  20  million  Americans  who  are 
interested  enough  in  equities  to  study 
the  stock  tables  every  day;  probably 
some  27  million  are  still  stockholders 
of  record.  In  other  words,  the  stock 
market  still  is  at  least  as  big  as  it  was 
at  the  beginning  of  the  1960s,  even 
if  it  is  not  as  active.  Certainly  the 
pubhc  is  more  interested  in  bonds 
than  at  any  time  in  the  past  four  or 
five  decades,  but,  in  spite  of  this,  a 
vast  majority  of  those  who  own  stocks 
have  never  owned  a  bond  and  never 
will.  There's  still  an  eager  market  for 
stocks  when  their  attractiveness  can 
be  outlined,  but  it  is  a  more  discern- 
ing and  a  more  critical  market.  So  a 
few  ideas  are  in  order. 

Stocks  wifh  Potentials 

Burlington  Northern  (33),  earning 
perhaps  $4.25  a  share  this  year  and 
paying  $1.50,  represents  ownership  in 
the  former  Great  Northern,  Northern 
Pacific  and  Burlington  railroads.  The 
BN  operates  some  26,000  miles  of 
road  strategically  located  to  profit 
from  the  emerging  agricultural  pros- 
perity we  hear  so  much  of.  In  ad- 
dition, through  its  ownership  of  one 
of  the  largest  coal  reserves  in  the 
world  (some  11  billion  tons),  through 
its  large  timber  and  land  holdings, 
and  through  an  oil  potential,  this 
company  is  a  natural  resource  con- 
glomerate. It  has  a  tremendous  po- 
tential as  a  producer  and  a  long- 
haul  transporter  of  coal.  Indeed,  it 
is  almost  a  coal  stock,  and  coal  is  sure 
to  come  more  into  its  own  as  a  result 
of  the  energy  crisis.  The  stock  sold  as 
high  as  495^  this  year. 

Amerada  Hess  (37)  is  expected  to 
earn  $3.75  a  share  or  more  this  year 
as  against  an  unusually  poor  $1.24  in 
1972.  With  the  Hess  refinery  additions 
in  the  Virgin  Islands  and  higher 
prices  for  Amerada's  crude,  profits  in 
1974  should  be  substantially  larger; 
some  quarterly  earnings  figures  next 
year    should    be    in    the    $1.50-to-$2 


range.  The  St.  Croix  refinery  is  located 
on  water  deep  enough  to  take  care  of 
the  largest  tankers,  and  it  can  make 
high  sulphur  crude  acceptable  as  fuel 
oil  for  the  Eastern  Seaboard.  While 
Amerada  had  a  one-sixth  interest  in 
the  Oasis  Oil  complex  in  Libya,  the 
impact  of  the  takeover  on  earnings 
will  be  slight.  This  is  a  neglected  and 
not  too  well  understood  oil  stock.  I 
recomrnend  it  for  capital  gains. 
■^  The  one  most  unpopular  interna- 
tional oil  stock  has  been  Gulf  Oil 
(22).  It  now  looks  as  if  Gulf  wiU 
earn  $3.25  to  $3.50  a  share  this  year 
as  against  a  current  dividend  rate  of 
$1.50,  which  makes  the  stock  return 
a  utility-hke  yield  of  about  6.9%.  To 
be  sure.  Gulf  has  not  made  as  much 
progress  as  the  management  would 
wish  in  developing  larger  non-Arab 
oil  production,  and  there  have  been 
surprisingly  large  write-oflFs  of  less  de- 
sirable assets.  But  in  spite  of  all  this 
the  stock  is  an  outstanding  value, 
and  the  company  has  an  excellent 
earning  power.  No  one  who  buys  it 
at  current  prices  will  be  cheated. 

Another  utility-like  return  is  pro- 
vided by  NL  Industries  (14),  which 
pays  $1  and  should  earn  $1.75  a 
share  or  more  this  year.  This  company 
now  has  a  new  management,  which 
was  much  needed  and  appears  to  be 
doing  an  excellent  job.  NL  Industries 
is  the  old  National  Lead,  long  a  blue 
chip  of  the  blue  chips.  It  is  an  im- 
portant manufacturer  of  many  lead 
metal  products,  metal  specialties, 
paints,  pigments  and  chemicals.  The 
large  Salt  Lake  magnesium  project 
has  a  longer  range  potential. 

Federal  National  Mortgage  (20) 
now  looks  to  earn  $2.40  a  share  in 
1973.  The  company  has  grown  much 
faster  this  year  than  last,  due  to  the 
shortage  of  mortgage  money  from  the 
usual  savings  bank  and  savings  & 
loan  sources.  The  spread  between 
money  costs  and  mortgage  rates  has 
been  well  maintained.  An  objective 
for  the  company  is  to  call  the  con- 
vertible bonds  and  convert  them  into 
stock.  Probably  the  stock  would  have 
to  get  up  into  the  25-28  range  to 
make  this  possible. 

As  a  general  proposition,  I  still 
would  avoid  the  fallen  angels  except 
as  short-range  trading  vehicles.  Thi.s 
goes  especially  for  McCulloch  Oil  and 
most  of  the  so-called  land  shares, 
with  the  exception  of  Arizona-Colo- 
rado Land  6-  Cattle  (19),  which  I 
still  like  for  the  pull.  It  may  be  loo 
early  to  buy  most  of  the  mobile 
home  issues,  but  I  wotild  take  a 
chance  about  accumulating  Skyliiw 
(18).  I  think  this  one  is  the  best  of 
the  lot.  The  industry  should  do  much 
better  later  next  year  than  in  the 
December  and  March  quarters.   ■ 
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Analysis 


A  Better  Tone 


By  Heinz  H.  Biel 


When,  in  late  August,  all  stock  av- 
erages declined  to  new  bear  market 
lows,  this  unhappy  event  did  not  trig- 
ger a  new  wave  of  sellings  or  an  ava- 
lanche of  new  lows,  as  is  often  the 
case  when  an  important  support  level 
fails  to  hold.  A  lethargic  stock  market 
shrugged  off  the  bad  news  and  con- 
tinued to  mosey  along  at  a  snail's  pace, 
as  it  had  been  doing  all  summer.  Yet, 
for  the  past  several  weeks,  the  mar- 
ket seems  to  have  a  better  "feel"  to  it, 
if  you  know  what  I  mean. 

I  expect  public  confidence  to  return 
gradually.  The  impact  of  Watergate 
should  be  less  oppressive,  as  both  the 
President  and  Congress  seem  to  have 
come  to  realize  that  little  can  be 
gained  by  provoking  a  constitutional 
crisis.  Other  important  matters  now  re- 
quire attention  and  action.  As  far  as 
inflation  is  concerned,  we  may  have 
seen  the  worst  this  summer,  when  cer- 
tain farm  commodity  prices  went 
through  the  roof.  The  rate  of  inflation 
most  likely  will  moderate  appreciably 
in  the  months  ahead. 

As  expected,  the  banks'  prime  lend- 
ing rate  did  reach  10%.  But  this  could 
well  be  the  final  notch  in  the  16- 
step  rise  this  year.  Long-term  interest 
rates  have  already  begun  to  decline. 
Money  rates  may  follow  before  long, 
and  this  would  be  distinctly  bullish. 

The  dollar  has  been  steady  in  the 
foreign  exchange  markets  for  some 
time.  This  makes  the  purchase  of  U.S. 
dollar  securities  by  foreign  investors 
more  attractive. 

High  Cosf  of  Trading 

It  hasc  been  said  time  and  again 
that  there  can  be  no  real  and  lasting 
stock  market  revival  without  fuller 
participation  of  the  noninstitutional 
investor.  Having  been  badly  burned 
in  recent  years,  his  enthusiasm  for 
buying  stocks  has  been  virtually  non- 
existent for  some  time  now.  His  ab- 
sence fron-r  the  market  shows  up  in 
the  low  trading  volume  (excluding  in- 
stitutional block  trades)  on  the  ex- 
changes and  particularly  the  over-the- 
counter  market.  This,  of  course,  is  a 
major  reason  for  the  severe  losses  now 
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being  suffered  by  most  stock  broker- 
age firms.  In  order  to  prevent  the 
financial  collapse  of  this  vital  industry, 
commission  rates  have  been  increased 
once  again.  But  instead  of  giving  the 
individual  investor  a  break,  the  new 
rate  structure  continues  to  favor  the 
large  institutions. 

The  commission  cost  of  buying  100 
shares  of  Telephone  at  48,  for  in- 
stance, will  now  be  $71.50  as  com- 
pared with  $65  before.  If  the  amount 
involved  exceeds  $5,000,  the  increase 
is  15%,  or  from  $65  to  $74.75  for, 
say,  the  purchase  or  .sale  of  100  shares 
of  Ford.  The  round-trip  expense,  in- 
cluding the  transfer  tax,  thus  exceeds 
1/2  points.  This  may  not  be  prohibi- 
tive for  a  long-term  investor,  but  it 
discourages  trading,  and  it  is  such 
trading  which  is  needed  to  provide 
depth  and  breadth   to  the  market. 

On  the  other  hand,  when  a  major 
investor,  usually  a  financial  institution, 
buys  6,000  shares  of  a  $50  stock,  the 
commission  cost  is  only  $1,842.  That 
is  less  than  31  cents  a  share,  or  not 
even  one-half  of  what  the  smaller  in- 
vestor has  to  pay.  And  if  the  amount 
of  a  single  transaction  is  very  large, 
the  commission  on  anything  above 
$300,000  is  usually  just  nominal. 

In  my  opinion,  this  is  not  only 
grossly  unfair,  but  also  not  prudent. 
Of  course,  there  is  justification  for  a 
volume  discount,  but  what  we  have 
now  goes  beyond  reasonableness.  It 
benefits  those  who  need  it  least  and 
penalizes  those  whom  the  market 
needs  most.  It  is  difficult  to  fathom 
the  thinking  and  objectives  of  the 
Securities  &  Exchange  Commission; 
it  is  equally  difficult  to  understand 
the  acquiescence  of  the  New  York 
Stock  Exchange  membership. 

Hopefully,  the  individual  investor 
will  overcome  the  shock  of  higher 
commission  rates.  The  10%  to  15%  in- 
crease in  acquisition  cost  does  not 
make  a  material  difference  if  he  is 
right  in  the  timing  of  the  purchase 
and  right  in  the  selection  of  the  stock. 
As  far  as  timing  is  concerned,  the 
near-term  market  outlook  seems  to 
me  more  promising  than  in  many  a 
moon,  and  good  stocks  in  the  lower 
tier  are  still  conservatively  priced.  ■ 
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The 
Market 
Outlook 

By  Sidney  B.  Lurie 


Stocks  With 
New  Appeal 


In  mv  opinion,  the  previous  almost 
blind  emphasis  on  the  immediate  neg- 
atives to  the  exclusion  of  the  poten- 
tial positives  now  is  past  histoiy. 
Whether  it  be  because  of  the  prob- 
ability that  the  international  exchange 
value  of  the  dollar  has  bottomed  or 
that  the  price  of  gold  has  peaked, 
there  is  clear  evidence  that  the  mood 
is  changing.  For  example,  although 
wholesale  food  prices  were  up  23%  in 
August,  my  instinct  (like  that  of  Sec- 
retary Shultz)  is  that  we  have  seen  the 
worst  of  the  food  price  problem. 
Prices  of  grains  have  weakened  since 
August,  the  wholesale  prices  of  cattle 
and  hogs  are  off  from  their  summer 
peaks,  etc.  Similarly,  although  the  in- 
crease in  reserve  requirements  for 
large  certificates  of  deposit  will  freeze 
some  $450  million  of  lendable  funds 
in  October,  the  more  important  con- 
sideration may  be  that  there  is  a  grow- 
ing belief  (which  I  share)  that  in- 
terest rates  are  cresting.  Note  the 
sharply  lower  yields  than  a  month 
ago  on  new  bond  offerings  and  the 
strength  in  interest-rate  sensitive 
stocks,  such  as  the  utilities. 

Worldwide  Demand 

A  change  in  psychology  can  have 
major  impact  on  stock  prices  via  a 
change  in  multiples,  which  have  been 
and  still  are  low  for  most  common 
stocks.  I  think  that  the  requisite 
change  in  psychology  is  occurring. 
No  less  important,  the  tier  of  issue 
interest  has  shifted  to  the  companies 
and  industries  which  will  do  well  ex- 
clusive of  the  expected  slowdown  in 
the  overall  economy,  that  the  empha- 
sis will  be  on  those  with  a  better-than- 
average  outlook  for  1974.  This  could 
mean,  for  example,  special  interest 
in  the  companies  and  industries  that 
are  prospering  more  as  the  result  of  a 
new  and  higher  level  of  world  de- 
mand than  cyclical  shortages  as  such. 
The  distinction  is  important  in  that 
it  places  a  new  and  better  market  la- 
bel on  many  companies  whose  past 
prosperity  was  highly  dependent  on 
the  domestic  business  cycle. 

Bearing  in  mind  that  success  breeds 
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success  in  the  stock  market,  this  issue 
emphasis,  which  has  already  made  its 
appearance  in  the  form  of  special 
strength  in  the  aluminum,  chemical, 
farm  equipment  and  materials,  metal 
and  paper  industries,  is  likely  to  be 
more  than  just  a  passing  phase.  And 
it  means  a  healthier  overall  market 
structure,  too.  The  two-tier  market 
as  we  knew  it  is  now  past  history.  But 
new  tiers  of  interest  will  develop,  as 
in  the  case  of  the  companies  men- 
tioned below. 

Esmark  (around  26,  paying  75 
cents)  is  an  excellent  illustration  of 
the  new  appeal  that  can  be  found  in 
once-neglected  places.  More  specif- 
ically, this  five-month-old  holding 
company  which  is  the  new  corporate 
title  for  the  diversified  operations  of 
Swift  &  Co.,  the  world's  largest  meat- 
packer,  is  engaged  in  a  number  of  lit- 
tle appreciated  growth  businesses. 
One  is  fertilizer,  a  division  that  con- 
tributes about  10%  of  total  company 
earnings  and  whose  1974  outlook  ob- 
viously is  good.  Another  is  petroleum 
refining  and  marketing,  which  contrib- 
uted 4%  of  last  year's  net  profits  and 
whose  1973  outlook  also  is  strong. 
Pluses  can  be  found  among  the  mis- 
cellaneous businesses  which  contrib- 
uted some  75%  of  last  year's  net  prof- 
it, whether  it  be  in  the  important 
soybean  operation  or  in  the  fact  that 
food  is  now  a  growth  commodity. 

The  bulk  of  Esmark's  profits  (via 
Swift)  are  dependent  on  factors  out- 
side of  the  business  cycle  as  such. 
Witness  the  prospects  that  earnings 
for  the  fiscal  year  ending  Oct.  31  may 
be  in  excess  of  $3.50  per  share,  as 
compared  with  $2.90  in  fiscal  1972 
and  $2  in  fiscal  1971.  Whether  it 
be  because  the  management  has  bet- 
ter operating  control  of  the  business 
than  ever  before  or  because  the  pros- 
pect of  increased  cattle  herds  will  re- 
move the  immediate  squeeze  on  meat 
packing  margins,  Esmark  has  a  claim 
to  attention. 

Several  columns  ago,  I  singled  out 
Monsanto  (now  around  60,  paying 
$2)  as  an  indirect  beneficiary  of  the 
new,  and  probably  continuing,  pros- 
perity of  the  farm  area  of  the  econ- 
omy.   Monsanto   is    the   leading   and 
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largest  producer  of  herbicides,  a  busi- 
ness which  is  an  obvious  beneficiary 
of  the  larger  crop  plantings  in  pros- 
pect for  next  year  and  which  will  con- 
tribute perhaps  one-quarter  of  this 
year's  company  earnings.  In  addition, 
the  company  has  two  special  pluses 
in  its  light-emitting  diode  business 
(where  it  also  is  the  major  industry 
factor)  and  in  its  process  controls 
division  (which  is  a  capital  spending 
boom  beneficiary).  The  two  together 
should  contribute  something  under 
10%  of  this  year's  earnings  and  enjoy 
a  bright  1974  outlook.  Even  if  syn- 
thetic fiber  demand  were  to  decline 
next  year— a  prospect  which  I  feel  is 
by  no  means  inevitable— and  margins 
are  squeezed  in  the  company's  com- 
modity chemical  lines,  strength  in  the 
first  three  areas  of  operation  could 
prove  a  strong  compensating  influ- 
ence. With  1973  earnings  likely  to 
be  better  than  I  had  earlier  anti- 
cipated—about $6.75  per  share  as 
compared  with  $3.49  last  year— Mon- 
santo has  continuing  appeal. 

Changed  Character 

The  paper  industry  continues  to  be 
an  excellent  illustration  of  an  industry 
that  has  changed  character.  Its  sup- 
ply/demand situation  is  stronger  than 
it  has  been  at  any  time  in  the  past 
25  years.  Substantially  all  makers  of 
paper  and  paperboard  (which  is  the 
packaging  material)  are  now  operat- 
ing at  capacity,  a  condition  not  wit- 
nessed since  the  late  Sixties.  With  ad- 
ditions to  industry  capacity  from  1973 
through  1975  expected  to  be  the 
smallest  of  any  three-year  period  since 
World  War  II  and  the  demand  for 
paper  and  paperboard  dependent  oi^ 
the  gross  national  product,  the  ton- 
nage additions  to  capacity  in  this 
period  may  be  only  about  one-third  of 
the  projected  increase  in  demand. 
Thus,  an  already  strong  supply/ de- 
mand situation  is  likely  to  remain  tight. 

No  one  rings  a  bell  to  buy  and  to 
sell  that  all  can  hear.  But  common 
stocks  may  be  the  only  clearly  demon- 
strable value  at  a  time  when  short- 
ages are^  aftecting  the  consumer  as  well 
as  industry,  whether  it  be  in  the  form 
of  food  and  bluejeans  or  paper  and 
petrochemicals.  Furthermore,  the  in- 
ternal health  of  the  market  today  is 
better  than  it  has  been  for  some  time. 
All  the  mechanical  indicators  suggest 
that  the  price  bias  is  upward.  Perhaps 
we  are  in  an  era  of  excessive  market 
volatility  in  relation  to  that  of  the  past. 
But  if  this  is  an  unusual  period,  it  also 
is  one  that  could  witness  greater  stock 
price  strength  than  is  now  generally 
expected.  ■ 
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...but,  if  you  had  invested 
in  silver  coins ...  now  you'd  be 
on  top  of  the  heap! 


Silver  as  an  investment  has  two  shining 
advantages.  It  is  an  industrial  commodity 
growing  scarcer  as  world  supplies  are 
mined.  In  coin  form,  investors  see  silver  as 
a  hedge  against  inflation  and  devaluation 
—  yet  the  supply  is  limited  while  demand 
increases.  Daily  prices  may  fluctuate,  but 
the  curve  has  gone  steadily  up  for  years. 

For  example,  if  you  had  invested  $10,000 
at  maximum  margin  in  pre-1965  U.S.  sil- 
ver coins  in  August,  1972,  just  a  year 
later  it  would  have  been  worth  more  than 
$21,500.  And  the  price  of  the  coins  can 
never  drop  below  their  face  value. 

Coin  Investments  are  Not  Complex 

American  Coin  Exchange  has  provided 
opportunities  and  safety  to  the  investor 
in  silver  and  gold  coinage  since  its  found- 
ing. We  accept  investments  for  bags  of 
coins  of  $1,000  face  value,  as  cash  pur- 
chases or  on  margin.  All  coins  are  pre- 
1965  circulated  dimes  or  quarters  in  good 

condition.  The  final 

1 1 1 1 1 1 1 1 1 1 1 1  i !  1 1  "■"  buying  price  depends 
M^4-U4444+t-l+41       Qn  ^hg  market  quota- 

"~  tion  when  your  order 
is    placed.    Minimum 

„^  margin  investment  is 
two  bags.  With  our 
Secure    Margin   Ac- 

•'«■  count,  there  are  no 
margin  calls.  Other 

•.J.  types  of  accounts  of- 
fer even  greater  lev- 
erage. 


For  free  brochure  about  silver,  plus  our 
current  newsletter  on  silver  coin  safely 
and  potential,  mail  coupon  today. 


American  Coin  Exchange 
9301  Wilshire  Boulevard,  Dept.  F-1 
Beverly  Hills,  California  90210 
Please  rush  additional  free  literature  and  in- 
formation on  U.S.  Bulk  Silver  and  Gold  Coin 
investments  for  the  average  investor.  (No  ob- 
ligation). * 


HOME  PHONE 


BUSINESS  PHONE 


llllllllil 
llllllllllllll 

j[iiij:tf;mLini 

AMERICAN 

COIN  EXCHANGE 

America's  largest  volume  dealer  in  gold  coins. 

9301  Wilshire  Blvd..  Dept.  F-1 
Beverly  Hills,  Calif.  90201  •  Phone  (213)  273-0220 

Other  offices  in  Hallandale,  Florida  and 
Atlanta,  Georgia 

American  Coin  Exchange  cautions  investors  that 
investments  in  pre-1965  U.S.  silver  or  legal  gold 
coins  are  speculative  in  nature.  Neither  American 
Coin  Exchange  nor  its  personnel  act  as  investment 
counselors  to  their  clients. 

CAmeriran  Com  E«th..r,g€,  1973 


Mr.  Schulz  is  traveling  on  business. 
His  column  will  be  in  the  next  issue. 


Hey,  Aitkin-Kynett 

Among  the  largest  companies  on  your  client 
list  (or  their  parent  companies),  56%  more 
corporate  officers  read  FORBES  regularly  than 
read  TIME. 


Source:  Erdos  and  Morgon,  Inc.  1/72. 
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The  Turn 
Is  Near 


There's  a  force  at  work  in  the  world 
that's  powerful  enough  to  sweep  aside 
all  of  the  short-term  bearish  factors. 
That  juggernaut  is  the  demand  for 
goods  and  services  which  has  become 
urgent  in  every  industrialized  country. 
Of  course,  there  is  nothing  new  about 
the  fact  that  people  always  wanted 
more  of  the  good  things  of  the  earth, 
but  until  recently  they  just  couldn't 
afford  to  pay  for  them.  Their  desires 
were  not  demand  in  the  economic 
sense.  But  there  has  been  a  change  in 
the  world.  Almost  every  country  now, 
whatever  its  form  of  government,  is 
committed  to  full  employment  and  to 
satisfying  rising  expectations. 

This,  of  course,  is  what  has  made 
inflation  so  prevalent  in  all  industrial 
countries.  There  just  aren't  enough 
goods  and  services  available  at  the 
same  old  prices  to  meet  demand. 

Inflation  aside,  this  should  be  ex- 
tremely bullish  for  the  U.S.  We  are 
still  the  world's  greatest  industrial 
power,  the  main  supplier  of  foodstuffs 
and  of  industrial  equipment.  We've 
got  what  other  people  want— and, 
thanks  to  devaluation,  we've  got  it  at 
the  right  price.  So,  if  nothing  terrible 
happens,  there  should  be  a  number  of 
years  of  prosperity. 

Naturally  things  can  go  wrong. 
Most  countries  are  now  busy  fighting 
inflation,  and  if  they  are  all  success- 
ful at  the  same  time,  there  could  be 
a  simultaneous  slowdown.  To  a  minor 
extent,  that's  likely  to  happen.  In 
countries  where  the  government  can 
be  changed  by  a  parliamentary  vote, 
the  leaders  would  find  it  hard  to  al- 
low unemployment  to  go  too  far. 

This  brings  us  to  the  point:  the 
stock  market.  The  market  is  at  a 
very  low  level.  It  has  hardly  reflected 
at  all  the  growth  in  earnings  and  in 
investment  that  has  taken  place  in 
the  past  decade.  Since  we  have  prob- 
ably seen  the  worst  of  our  infla- 
tion with  last  month's  staggering  in- 
crease, it's  time  to  turn  bullish.  Sure, 
the  Federal  Reserve  will  continue  to 
tighten  credit  for  a  few  more  months. 
But  the  main  players  in  the  market 
today  are  the  big  banks,  pension  funds 

Mr.    Simons,    a    guest  columnist,    is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


and  other  professionals.  Chances  are 
that  they'll  anticipate  the  turn  long 
before  it  happens. 

Bargains  in  Sfocfcs 

A  major  buying  opportunity  exists. 
For  the  most  important  industrial 
groups  the  upside  potential  strongly 
overbalances  the  downside  risk.  Let's 
take  a  look  at  some  of  them. 

Automobiles:  It's  true  the  indus- 
try has  all  kinds  of  problems,  from 
pollution  to  price  controls.  Everybod\- 
believes  that  car  sales  will  be  lower 
for  the  next  year  or  two,  but  the 
stocks  have  already  discounted  that, 
and  it's  hard  to  see  any  major  down- 
ward move  from  this  level.  Ford  and 
General  Motors  are  the  obvious  ones. 

Chemicals:  The  problem  with  the 
industry  in  general  is  that  demand  is 
too  strong  and  there  are  an  increas- 
ing number  of  shortages.  Petrochem- 
icals particularly  may  have  supply  dif- 
ficulties. It  is  hard  to  find  fault  with 
an  industry  whose  major  problem  is 
excess  demand.  Dow,  Du  Pont  and 
Monsanto  are  three  among  many 
worth  considering. 

Food:  The  industry  has  had  more 
than  its  share  of  problems,  mostly 
because  of  government  policy,  which 
has  allowed  its  raw  materials  to  go  up 
and  its  selling  prices  to  lag.  This  sit- 
uation will  undoubtedly  be  remedied 
by  next  year.  The  worst  is  now  over, 
but  the  prices  of  many  of  the 
stocks  still  reflect  the  difficulties.  Gen- 
eral Mills  and  Safeway  are  two  good 
possibilities. 

Glamour  Stocks:  The  drugs,  elec- 
tronics and  photography  stocks  have 
outperformed  the  market  for  the  last 
couple  of  years.  They  are  not  on 
the  bargain  counter,  and  the  chances 
are  that  they  will  underperform  the 
market  for  at  least  some  time  to  come. 

NoNFERROUs  Metals:  Copper  and 
aluminum  are  in  short  supply.  It's 
unlikely  that  the  situation  will  be 
remedied  for  a  considerable  period  of 
time,  since  no  major  new  plant  con- 
struction is  as  yet  going  on.  The 
stocks  have  acted  well  recently,  but 
they  are  still  below  their  normal  price 
ranges.  Alcoa  and  Kennecott  are 
among  the  better  in  the  industry. 


Oil:  We  hear  over  and  over  about 
the  energy  crisis.  The  Arabs,  who  are 
the  world's  greatest  exporters,  are  at- 
tempting to  take  advantage  of  the  sit- 
uation, and  this  may  make  some  dif- 
ficulties, especially  for  the  internation- 
al oil  companies.  But  Exxon,  Texaco 
and  the  other  majors  own  huge 
amounts  of  a  commodity  that  is  scarce 
all  over  the  world.  The  stocks  are 
selling  at  reasonable  levels,  and  it's 
hard  to  see  why  those  who  own  "black 
gold"  should  not  find  it  possible  to 
make  it  pay  off  in  the  long  nan. 

Paper:  The  industiy  has  histori- 
cally been  plagued  by  o\'erproduc- 
tion.  The  result  is  that  only  a  few 
companies  are  building  facilities.  Pa- 
per products  are  in  tight  supply,  many 
mills  are  operating  at  capacity  levels, 
and  demand  is  still  mounting.  A 
business  slowdown,  if  it's  not  too  se- 
vere, should  do  very  little  damage. 
St.  Regis  and  International  Paper  are 
interesting. 

Rails:  The  rail  industry  has  had 
extraordinary  difficulties  with  govern- 
ment regulation.  But  traffic  must  move 
and  many  of  the  railroads  have  huge 
natural  resources.  Their  stocks  are  on 
the  bargain  counter,  and  it's  unlikely 
that  they  will  go  significantly  lower. 
Southern  Pacific  and  Seaboard  Coast 
Line  are  among  the  better  performers 
in  the  industiy. 

Retail  Stores:  This  industry  is  one 
of  the  major  targets  of  the  Govern- 
ment's desire  to  effect  a  slowdown.  In 
the  next  few  months  there  may  be 
some  weakness  in  retail  sales,  but  that 
is  hkeh'  to  be  viewed  as  constnictive 
since  it  will  enable  credit  tightening 
to  end.  Sears,  Roebuck  and  Penney 
might  be  looked  at. 

Steel:  Record  shipments  are  ex- 
pected for  this  year.  Even  though 
price  increases  are  being  held  back  by 
the  Cost  of  Living  Council,  the  prof- 
its of  most  companies  will  be  very 
large  this  year.  The  stocks,  however, 
are  .selling  at  price/ earnings  multiples 
low  enough  to  justify  a  suKstantial  set- 
back next  year,  a  setback  which  may 
not  develop.  Bethlehem  looks  good. 

With  stocks  selling  at  their  present 
levels,  it  would  require  a  major  reces- 
sion to  send  them  much  lower.  The 
tremendous  surge  of  consumer  buying 
all  over  the  world  seems  certain  to 
prevent  a  real  recession. 

We've  been  through  Watergate, 
price  freezes  and  the  threat  of  a  cred- 
it crunch,  but  the  decHnc  for  most 
stocks  seems  to  have  spent  its  force. 
We're  at  or  near  the  bottom.  Of 
course,  you  can  wait  until  the  market 
shows  its  strength  if  you're  the  cau- 
tious type.  But  if  you're  bargain-ori- 
ented, now  is  a  good  time  to  buy  the 
stocks  you  want  to  own  for  tlu*  com- 
ing bull  market.   ■ 
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Why  the  president  of  Diners  Club 
wants  to  buy  a  miiiion  used 
American  Express  cards. 


If  you  have  an  American  Express  card  and  don't  have  a 
Diners  Club  card,  you  may  be  missing  more  than  you  realize. 

Because,  around  the  world,  Diners  Club  is  honored  at 
75,000*  more  places  than  American  Express.  (Carte 
Blanche  is  a  distant  third. ) 

What  can  that  mean  to  you? 

We  have  a  way  to  let  you  see  for  yourself— without 
paying  for  another  card. 

How  it  works. 

First,  if  you  qualify— and  frankly,  our  credit  requirements  are 

somewhat  stricter— we'll  send  you  your  Diners  Club  card 

at  our  usual  charge.  ($15,  the  same  as  American  Express.) 

But  we'll  also  send  you  something  else:  a  refund  for 
the  period  of  your  American  Express  card  that  remains  in 
effect.  (For  example,  if  six  months  remain  before  its 
expiration  date,  we'll  send  you  a  check  for  $7.50.) 

You'll  still  keep  your  American  Express  card,  of  course 
Only  now  you'll  have  a  Diners  Club  card  too. 

And  for  quite  a  while,  you'll  have  the  use  of  both  and 
be  paying  only  for  one. 

What  the  Diners  Club  card  will  add. 

In  Europe,  Diners  Club  is  honored  at  30%  more  places 
than  American  Express.  Important  places,  too. 


For  example.  Guide  Michelin,  the  world's  most 
renowned  restaurant  guide,  bestows  its  highest  rating- 
three  stars— on  just  1 6  restaurants  in  all  of  France.  Of  these, 
1 1  honor  Diners  Club  (8  of  them  exclusively)  while  only 
3  honor  American  Express  (none  exclusively) . 

In  Asia,  Africa  and  Latin  America,  you'll  find  Diners 
at  three  times  as  many  places. 

The  first  executive  card. 

Needless  to  say.  Diners  Club  is  honored  throughout  the  U.S. 
—where  we  originated  the  executive  credit  card. 

Of  course,  you  can  make  do  with  your  American 
Express  card  alone.  But  not  having  Diners  Club  means 
having  no  credit  at  all  at  75,000  places.  It  could  mean 
passing  up  some  very  nice  restaurants,  shops  and  places  to 
stay— unless  you're  prepared  to  pay  cash. 

Why  not  let  us  pay  for  the  unexpired  portion  of  your 
American  Express  card  while  you  try  ours  too?  Just  fill  out 
the  application  below. 

•Figures  based  on  direct  comparison  of  latest  published 
Diners  Club  and  American  Express  directories. 


CD 


Executive  service  is  our  business 


■  ■■■■■To  qualify  for  this  offer,  application  must  be  submitted  on  this  form  by  December  1, 1973.1 
My  American  Express  Card  no.  is 


It  expires 


MONTH 


YEAR 


®  DINERS  CLUB 
10  Columbus  Circle,  New  York,  N.Y.  10019 
[PLEASE  PRINT  ANSWERS  TO  ALL  QUESTIONS] 

1 .  LJ     Personal  Account— mail  bill  to  residence 


20-106-991 


n     Personal  Account-mail  bill  to  office 


FOR  OFFICE  USE  ONLY 

CH     Company  Account— mail  bill  to  office 


^    D  Mr.     n  Miss 
^"  DMrs.  QMS. 


First  Name 


Middle 


Last 


Date  of  Birth 
Month         Day 


Year 


Spouse  (first  name) 


Home 
Address 


Street 


City 


State 


ZIP  Code 


Years  at 
Present  Address 


Own  Home  D 
[Rent  D 


Telephone  (include  area  code) 


Number  of 
Dependent  Children 


Social  Security 
Number 


Previous 
Home  Address 


Street 


City 


State 


ZIP  Code 


Years 
there 


O     Firm  Name  or  Employer 


Nature  of  Business 


Position 


Address 


Street 


City 


State 


ZIP  Code 


Telephone  (include  area  code) 


Years 

with 

firm 


Annual  Earnings 


NOTE:  If  annual  earnings  are 
less  than  $10,000  indicate 
source  of  other  income  below 


Amount  and  Source 
of  other  income 


Previous  Employer  (if  employed  by  above  less  than  3  years) 
or  College/University  if  Recent  Graduate 

Yrs.  with  firm  or 
yr.  graduated 

Spouse's  Employer 

Address 

Position           Annual  Earnings 

$ 

Name  and  Address  of  Personal  Reference  (not  living  with  you) 


A        Name  of  Bank  City  &  State  Acct.  Number 

Type  of  Account:       n  Checking       G  Savings       D  Loan 


Name  of  Bank 


City  &  State 


Acct.  Number 


Type  of  Account:       □  Checking       Q  Savings       D  Loan 


Department  Store  Accounts 


Oil  Company  Accounts 


Former  Diners  Club  member?     □  Yes     D  No 


Other  Credit  Accts: 

□  American  Express 
n  Carte  Blanche 

□  Bank  Americard 
n  Master  Charge 
Other: 


C    $17  FEE:  covers  12  months'  membership  from  date  card  is  issued  at  $15 
**■  plus  1  year's  subscription  to  Signature,  the  Diners  Club  Magazine,  at  $2. 

Subscription  optional.   Indicate  choice  below.  Do  NOT  enclose  check- 

we  will  bill  you  later. 

Q  $17  Fee  (Includes  Signature  Magazine)  □  $15  Fee  (Membership  Only) 

Applicant  authorizes  exchange  of  credit  information,  the  issuance  of 
credit  cards  as  indicated  and  renewal  and  replacement  thereof.  Appli- 
cant agrees  that  each  cardholder  assumes  joint  and  several  responsi- 
bility for  all  charges  with  company  applicant,  if  Company  Account,  or 
with  primary  applicant  if  Personal  Account. 


Send  me  an  additional  Diners  Club  Card  at  $7.50  for  a  member  of  my  immediate  family. 


First  Name        Middle        Last        Signature  of  Ado-on  applicant    Relationship 
Please  send  me forms  for  additional  cards  for  members  of  my  firm/family. 


a)_ 


Signature  of  Company  Officer  for  Authorization  of  Company  Account 


Title 


0. 


Signature  of  Individual  Applicant  Date 

[HAVE  YOU  SIGNED  THIS  APPLICATION?]  ■■■■■■■■■^  ■■■■■■ 


TEN  THOUSAND  or  a 

MILLION  -  whatever  the  size  of 
your  portfolio,  you  don't  have  to  give 
up  control  and  pay  a  percentage  fee 
to  get  competent  investment  counsel. 

Before  turning  over  your  cash  and  securities  —  lock,  stock  and  dividends  —  to  some- 
one to  manage  and  trade  at  his  discretion  on  a  percentage  fee  basis,  consider  the 
alternative  offered  by  Babson's. 

As  a  Babson  client  you  will  receive  professional  investment  counsel  and  keep  complete 
control  over  your  portfolio.  You  will  issue  buy  and  sell  orders  through  your  own  broker. 

A  reasonable  fixed  fee  is  all  you  pay,  regardless  of  your  total  portfolio  value.  We  think 
the  modest  cost  will  surprise  you  and  actually  be  much  less  than  you  expect. 

The  Babson  organization's  68  years  experience,  independent  research  department, 
modern  in-house  computer  plus  individual  attention  to  your  portfolio,  assure  you  of 
unbiased,  professional  investment  counsel  precisely  suited  to  your  particular  investment 
aims  and  needs.  Mail  this  coupon  for  complete  details. 


4B|^  babson's  reports  inc. 

^^^^  Investment  Management  Division 

Wellesley  Hills.  Mass.  02181 
FOUNDED  IN  1904  BY  ROGER  W.  BABSON 
Please  send  information  on  Babson's  Investment  Appraisal  and  Review  Counseling  Service. 


Dept.  F-565 


Name. 


Street  &  No. 
City 


State. 


.Zip. 


Vdlue  Line 

INTRODUCTORY  TRIAL 

only  $29. 

(Next  3  months  full  page  reports,  weekly,  on  1 550  stocks  plus 

past  3  months  reports  already  bound  and  indexed  in  two  strong 

binders  which  become  your  property.) 

Available  only  to  those  who  have  not  had  a  subscription 

at  any  time  in  the  past  two  years. 

Orders  must  be  sent  in  under  company  stationery  or 

accompanied  by  check  ($29  for  13  week  trial, 

$  224  for  annual  subscription.) 

Arnold  Bernhard  &  Co.,  Inc. 

Dept.  16L01 
5  East  44th  St.,  New  York,  N.Y.  10017 

This  subscription  will  not 
be  assigned. 


Readers  Say 


(Continued  from  page  12) 

Street  reforms  (The  Money  Men, 
Sept.  1 ) .  His  criticisms  and  recom- 
mendations are  so  eminently  logical, 
sensible  and  so  much  in  the  public's 
i^?terest  that  they  will  be  rejected  out 
of  hand  by  the  Wall  Street  commu- 
nity. Such  a  pity.  The  inevitable  re- 
sult is  government  coercion. 

-T.G.  Cote 
Phoenix,  Ariz. 

Beautiful  Executives 

Sir:  Thank  you  for  recommending 
The  Duck  Joint  restaurant  (Fact  ir 
Comment,  Sept.  1).  We  had  a  tre- 
mendous response  and  it  is  really  jam- 
ming our  place.  Furthermore,  every- 
one who  came  in  mentioning  read- 
ing your  article  is  the  type  we  call 
"beautiful  people." 

—Paul  G.  Steindler 
New  York,  N.Y. 

Executives  are  seldom  accused  of 
that!-MSF. 

Not  Us 

Sir:  In  your  article  on  dividend  re- 
investment plans  ( Sept.  1 ) ,  our  client 
Emerson  Electric  Co.  was  included 
"among  the  leading  companies  offer- 
ing automatic  dividend  reinvestment." 
This  is  inaccurate.  Emerson  has  con- 
sidered such  a  plan  from  time  to  time, 
but  has  never  put  one  into  effect. 

—John  D.  Graham 

Senior  Partner, 

Fleishman-Hillard,  Inc. 

St.  Louis,  Mo. 

Bahcock  6-  Wilcox  was  also  errone- 
ously mentioned— Kv. 

Looks  Are  Not  Enough 

Sih:  Just  because  Bill  is  the  better- 
looking  of  the  Scharffenberger  broth- 
ers is  not  sufficient  reason  to  run  his 
photograph  beside  your  story  on  City 
Investing  (Sept.  15). 

—George  T.  Scharffenberger 

President, 

City  Investing  Co. 

New  York,  N.Y. 
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asterisk  *  will  provide  information  (not  Annual  Reports)  only  to  those  who  write  directly  on  company  letterhead. 


ABRAHAM    &    COMPANY     108 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

'"'    ALEXANDER   &  ALEXANDER,   INC.         .90 

Agency:    Dusenberry  Ruriani 

Kornhauser  Inc.,  Advertising 

D    ALLSTATE    INSURANCE    COMPANY         .4 

Agency:    Leo  Burnett  U.S.A. 

D    THE  AMERICAN    BOARD 

OF  TRADE,    INC 107 

Direct 

D    AMERICAN   COIN    EXCHANGE    109 

Agency:   Anderson-McConnell- 
Oakner,  Inc. 

AMERICAN    GAS   ASSOCIATION,    INC.      19 

Agency:  J.  Walter  Thompson  Company 

AMERICAN   TELEPHONE  & 

TELEGRAPH     CO 55 

Agency:   N.  W.  Ayer  &  Son  Inc. 

AMETEK,    INC.     106 

Agency:  The  Harry  P.  Bridge  Company 

THE    AUSTIN    COMPANY     75 

Agency:   Fuller  &  Smith  &  Ross  Inc. 

D    AVIS   RENT  A  CAR 

SYSTEM,    INC 37 

Agency:   Doyle  Dane  Bernbach  Inc. 

-;;<    AVIS  TRUCK    DIVISION    13 

Agency:    David,  Oksner  & 
Mitchneck,  Inc. 

BABSON'S  REPORTS  INCORPORATED   112 

Agency:    Kenneth  T.  Vincent  Co. 

BUSINESS    PUBLICATIONS     98 

Agency:   Tatham-Laird  &  Kudner,  Inc. 

D    BUTLER    MFG.    CO 34 

Agency:   Valentine-Radford,  Inc. 

CNA/insurance      32-33 

Agency:   Tatham-Laird  &  Kudner,  Inc.      * 

D    CALIFORNIA   COMPUTER 

PRODUCTS,     INC 63 

Agency:   Dailey  &  Associates 
Advertising 

D    CHAMPION     INTERNATIONAL       .  .     .84-85 

Agency:    Benton  &  Bowles,  Inc. 

D  THE  CHASE  MANHATTAN  BANK  51 

Agency:  led  Bates  New  York/ 
Advertising 


CHEMICAL     BANK 

Agency:   Benton  &  Bowles,  Inc. 


22 


CHRYSlER   MOTORS   CORPORATION 

IMPERIAL    CAR        20-21 

Agency:   Young  &  Rubicam 
International 

COMCOR      108 

Agency:    Colle  &  McVoy 

Advertising  Agency  Inc. 

"f    CRANE    CO.     101 

Ajjency:   Doremus  &  Company 

D    DESERT    ISLAND    CONDOMINIUMS  91 

Agenci':    Hall  &  Levine 
Advertising  Inc. 

DINERS    CLUB     IH 

Agency:  Wunderman,  Ricotta  & 
Kline,  Inc. 

D    EATON    CORPORATION  45 

Agency:   J.  Walter  Thompson  Company 

F.  EBERSTADT  &  CO 102 

Agency:   Doremus  &  Company 


FORBES,  OCTOBER    1,    1973 


D    EMPIRE     DIAMOND    CORPORATION       108 

Agency:    Twentieth  Century  Associates 

THE   EPISCOPAL  CHURCH 

FOUNDATION      107 

Direct 

FMC    CORPORATION     46-47 

Agency:   Dancer  Fitzgerald 
Sample,  Inc. 

D    THE    FAIRMONT   HOTELS      57,    58,    59,   60 

Agency:    Cargill,  Wilson  & 

Acree  Inc.  Advertising 

D    FERRO    CORPORATION      82 

Agency:    Watts.  Lamb,  Kenyon  & 
Herrick  Inc. 

THE   FIRST   NATIONAL   BANK 

OF  CHICAGO   42-43 

Agency:   Foote,  Cone  &  Balding 


FIRST   NATIONAL   BANK 

IN      DALLAS  

Agency:   Tracy-Locke  Advertising 
and  Public  Relations  Inc. 


10 


FIRST   NATIONAL   BOSTON 

CORPORATION      81 

Agency:    Humphrey  Browning 

MacDougall  Inc.  Advertising 

FIRST  NATIONAL  CITY  BANK     Back  Cover 

Agency:    Batten,  Barton,  Durstine 
&  Osborn,  Inc. 

THE   FORD    MARKETING   CORPORATION 
„    CONTINENTAL    MARK    IV               3rd    Cover 
□    LINCOLN-MERCURY     FLEET     8 

Agency:    Kenyon  &  Eckhardt  Inc.— 
C.P.V. 

'/?    GATES     LEARJET     CORPORATION       64-65 

Agency:    Sullivan  Higdon  Inc. 

GENERAL  AMERICAN 

TRANSPORTATION       CORPORATION         71 

Agency:    Lee  King  &  Partners,  Inc. 

w    GEORGIA    DEPARTMENT   OF 
COMMUNITY    DEVELOPMENT- 
INDUSTRY    DIVISION       6 

Agency:    Gerald  Rafshoon  Advertising, 
Inc. 

THE    GREYHOUND    CORPORATION     96-97 

Agency:    Grey-North  Inc. 

'/?    ITT   SHERATON    35 

Agency:    Batten,  Barton,  Durstine 
&  Osborn,  Inc. 

D    lU     INTERNATIONAL      12 

Agency:  Marsteller  Inc. 


a    KNOTT    HOTELS    CORPORATION 

Agency:    Koehl,  Landis  & 
Landan  Inc. 


12 


'7?    MAINE,  STATE  OF 

DEPARTMENT  OF 

COMMERCE  AND  INDUSTRY 35 

Agency:    Hill,  Holliday,  Connors, 
Cosmopulos,   Inc. 

MANUFACTURERS  HANOVER 

TRUST  COMPANY  95 

Agency:    Edwin  Bird  Wilson,  Inc. 

D    MAUPINTOUR   INC 11 

Agency:   Harmon  Smith  Inc. 

D    MEXICAN    NATIONAL  TOURIST 

COUNCIL  88-89 

Agency:   Cannon  Advertising 
Associates,  Inc. 

:»<    MIDDLE   SOUTH 

UTILITIES,      INC.      40 

Agency:   Cranford/Johnson/Hunt 
&  Associates 


D   HENRY  S.  MILLER  CO., 

REALTORS     107 

Agency:   Corporate  Image 

□   N    L   INDUSTRIES,    INC SO 

Agency:   The  Marschalk  Company,  Inc. 

NEW   YORK   LIFE 

INSURANCE    COMPANY    66 

Agency:    Compton  Advertising,  Inc. 

D   ORIGINAL   PRINT  COLLECTORS 

GROUP,     LTD 106 

Agency:    Leon  Auerbach  &  Co. 

D   PACIFIC   POWER   & 

LIGHT   COMPANY    103 

Agency:    McCann-Erickson,  Inc. 

D   PAILLARD  INCORPORATED 

Bolex,   Hermes,    Hasselblad    83 

Agency:   deGarmo  Inc.  Advertising 

'/?   PAPERWEIGHTS,    INC 106 

Agency:   PRO  SELL  Communications 

w   PITNEY    BOWES     7 

Agency:   deGarmo  Inc.  Advertising 

ROWE  PRICE  NEW  ERA  FUND,  INC.     .    107 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

T.   ROWE   PRICE  GROWTH 

STOCK  FUND,  INC 102 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

D   RCA    CORPORATION     2nd    Cower 

Agency:   J.  Walter  Thompson  Company 

D    REA    EXPRESS,    INC 52-53 

Agency:    Nolan/Johnston,  Inc. 

D    REICHHOLD  CHEMICALS   INC.    104 

Agency:   Coordinated  Communications, 
Inc. 

ST.   REGIS   PAPER  COMPANY    93 

Agency:    Cunningham  &  Walsh  Inc. 


SOUTHERN    PACIFIC 
TRANSPORTATION    COMPANY    . 

Agency:    Foote,  Cone  &  Belding 


68-69 


D   STATE  FARM    MUTUAL 

AUTOMOBILE    INSURANCE    COMPANY  77 

Agency:   Needham,  Harper  and  Steers 
Advertising,  inc. 

D  TRW    INC 72  73 

Agency:   Meldrum  and  Fewsmith,  Inc. 

D  TENNECO   INC.    78-79 

Agency:    Bozell  &  Jacobs,  Inc. 

'/?   TEXAS   POWER   & 

LIGHT    COMPANY     70 

Agency:    Rominger  Advertising 
Agency,  Inc. 

□  TEXTRON      INC.      86 

Agency:   J.   Walter  Thompson   Company 

n  TIFFANY   &  COMPANY    H 

Agency:   Lord,  Geller,  Federico, 
Peterson,  Inc. 

TRANS    WORLD    SERVICES,    INC 75 

Agency:   Stackig,  Sanderson  & 
White,  Inc. 

D   UNIVERSAL  OIL   PRODUCTS  CO 31 

Agency:   Campbell-Mithun,  Inc. 

THE  VALUE   LINE 

INVESTMENT  SURVEY    112 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 

n  THE    WARNER    &    SWASEY    COMPANY      3 

Agency:   The  Griswold-Eshleman 
Company 

XEROX    CORPORATION     38-39 

Agency:    Needham,  Harper  & 
Steers,  Inc. 


113 


] 


.  ,  on  the 

Thoughts  . . .  Business  of  Life 


The  nation  which  forgets  its 
defenders  will  itself  be  forgotten. 
Calvin  Coolidce 


Affection  is  certain  deformity. 
By  forming  themselves  on 
fantastic  models,  the  young  begin 
with  being  ridiculous  and  often 
end  in  being  vicious. 
Hugh  Blaik 


A  peace  is  of  the  nature  of 

a  conquest.  For  then  both  parties 

nobly  are  subdued, 

and  neither  party  loses. 

Shakespeare 


He  who  ceases  to  be  better, 
ceases  to  be  good. 
Oliver  Cromwell 


Columbus  discovered  no  isle  or  key 
so  lonely  as  himself. 
Ralph  Waldo  Emerson 


It  is  difficult  to  make  a  man 
miserable  while  he  feels  he 
is  worthy  of  himself  and  claims 
kindred  to  the  great  God 
who  made  him. 
Abraham  Lincoln 


Young  men  want  to  be  faithful 
and  are  not;  old  men  want  to  be 
faithless  and  cannot. 
Oscar  Wilde 


It  is  the  greatest  of  all  mistakes 
to  do  nothing  because 
you  can  only  do  a  little. 
Do  what  you  can. 
Sydney  Smith 


It  is  evident  that  many  great 
and  useful  objects  can  be  attained 
in  this  world  only  by  cooperation. 
Thomas  B.  Macaulay 


I  will  not  be  concerned  at 

other  men's  not  knowing  me; 

I  will  be  concerned 

at  my  own  w  ant  of  ability. 

Confucius 


My  business  in  the  social  system 
is  to  be  agreeable;  I  take  it 
that  everybody's  business 
in  the  social  system 
is  to  be  agreeable. 
Charles  Dickens 


The  deep-doivn  desire  to  stand  well 

with  our  fellows, 

this  laudable  hunger  to  win 

the  public's  "well  done,  good  and 

faithful  servant,"  is  inherent 

in  every  normal  human  soul. 

We  may  flout  it  when  we  are  young 

or  even  in  our  prime, 

but  when  toe  begin  to  cast  up 

our  life's  reckoning,  we  cannot 

ignore  it.  This  is  one  of  the  things 

that  count,  one  of  the  thii^gs 

really  tvorthwhile, 

this  esteem  and  goodwill 

of  our  brother  mortals,  and  the 

knowledge  that  we  have  sincerely 

tried  to  earn  it. 

B.  C.  Forbes 


Our  opinion  of  people  depends 
less  upon  what  we  see  in  them 
than  in  what  they  make  us 
see  in  ourselves. 
Sarah  Grand 


The  greatest  mistake  is 

the  trying  to  be  more  agreeable 

than  you  can  be. 

Walter  Bagehot 


Let  us  then  be  what  we  are, 

and  speak  what  we  think, 

and  in  all  things 

keep  ourselves  loyal  to  tnith. 

Henry  Wadsworth  Longfellow 


A  word,  a  look,  an  accent, 
may  affect  the  destiny  not  only 
of  individuals,  but  of  nations. 
He  is  a  bold  man  who 
calls  anything  a  trifle. 
Andrew  Carnegie 


This  is  the  final  test 

of  a  gentleman;  his  respect  for 

those  who  can  be  of 

no  possible  ser\'ice  to  him. 

William  Lyons  Phelps 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to-  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  Nctv  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


The  highest  of  characters  is  his 
who  is  as  ready  to  pardon 
the  moral  errors  of  mankind 
as  if  he  were  e\ery  day  guilty 
of  them  himself;  and  as  cautious 
of  committing  a  fault 
as  if  he  never  forgave  one. 
Pliny  the  Younger 
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A  Text . . . 

Sent  in  by  Mary  Jackson,  Maryville  Mo. 
What's  your  favorite  text?  The  I-orhes 
Scraptwok  of  Thoughts  on  the  Businesn 
of  Life  is  presented  to  senders  of 
texts  used. 


For  none  of  us  liveth  to  himself,  and 
no  man  dieth  to  himself. 
Romans  14:7 
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LIBRARY 


International  Flavors  &  Fragrances 


Cashing  In 
on  Mankind'is 
Oldest 
Instincts 
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BURLINGAME 
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From  the  company 
that  perfected  the  ball  joint, 
developed  the  valve  rotatoi;  and 
helped  introduce  power  rack 
^  and  pinion  steering  to  America. 


The  gasoline  can.  The 
sisal  rope,  spray  paint,  oil  can, 
gauges,  cowhide  gloves,  fog  light, 
tape  measure  and  brush. 

Not  breakthroughs,  which 
they  aren't,  but  a  significant  TRW 
marketing  innovation.  Because 
TRW  has  a  new  way  of  selling 
them,  along  with  1,498  other 
consumer  and  service  station 
items,  to  automotive  jobbers 
and  wholesalers. 

It's  another  way  TRW 
is  carving  out  more  of  the  $9 
billion  automotive  aftermarket. 


A  marketplace  where  25,000 
wholesalers  depend  upon  car-care 
items  like  our  new  line  for  six 
percent  to  eight  percent  of  sales. 
Where  TRW's  penetration  is 
growing  deeper  every  quarter, 
easily  outpacing  the  replacement 
market's  total  growth  rate. 

Now  TRW  jobbers  have 
the  new  convenience  and  effici- 
ency of  ordering  many  items 
from  one  source  and  getting  just 
one  invoice.  This  can  substanti- 
ally reduce  the  expense  and 
inconvenience  of  purchasing  the 
many  product  lines  required 
in  this  business. 

Innovative  marketing  is 
only  one  of  the  many  ways  TRW 
has  of  growing. 


Our  average  annual 
growth  rate  o^'-er  the  past  ten 
years  has  been  about  10%  in 
sales  and  15%  in  earnings  per 
share.  This  trend  continues  in 
1973  with  the  strongest  first  half 
in  the  company's  history. 

For  a  summary  of  our 
continuing  story  of  growth,  just 
drop  a  note  to  Communications 
Services,  Dept.  FB,  TRW  Inc., 
23555  EucHd  Avenue, 
Cleveland,  Ohio  44117. 
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LEFT  TO  RIGHT:  WILLIAM  J.  DONOHUE.  DALE  R.  TAYLOR.  RUSSELL  E.  BURKE.  JOHN  L.  BURKE.  HUNTER  B.  SPENCER. 
A.  H.  ROBINS  CORPORATION.  RICHMOND.  VA.,  A  MAJOR  WORLDWIDE  MANUFACTURER  OF  PHARMACEUTICAL  PRODUCTS. 


Why  did  this  experienced  executive  team  take 
the  Dale  Carnegie  Management  Seminar? 


"The  Dale  Carnegie  Management  Seminar  brings  major 
objectives  into  focus,"  says  graduate  John  L.  Burke,  Vice 
President  and  Sales  Manager.  "We  enroll  key  executives 
as  well  as  other  management  personnel  because  the  Semi- 
nar tunes  them  in  on  the  same  mental  wavelength.  The 
Seminar  gives  each  man  an  objective  viewpoint  of  him- 
self, his  job,  his  relationship  to  others.  It  opens  the  way 
toward  a  better  exchange  of  information,  appreciation  for 
the  other  managers'  problems  and  effective  teamwork. 
The  pay-off  comes  in  performance  and  profit." 

Another  top  Robins  executive  who  completed  the 
Carnegie  Seminar  was  Dale  R.  Taylor,  Assistant  Vice 
President.  "It  is  a  results-oriented  Seminar  geared  to  pro- 
duce immediate  measurable  results  as  well  as  long-range 
results.  Utilizing  Seminar  principles,  we  lay  out  clear  ob- 
jectives, formulate  ways  of  reaching  them  and  assign  peo- 
ple who  can  best  do  the  job." 

"No  doubt  about  it,"  agrees  Hunter  B.  Spencer,  Di- 
rector of  Sales  Training  and  Development.  "The  basic 
management  principles  provided  by  the  Seminar  help  us 
get  more  done.  Knowing  when  and  how  to  delegate, 
working  out  guidelines  for  achieving  results,  and  focusing 
our  efforts  on  the  important  problems  add  up  to  more 
productivity." 


William  J.  Donohue,  Director  of  Operations,  Latin 
America,  was  also  a  Seminar  participant:  "It  provided  a 
system  of  management  that  we  put  to  work  identifying, 
defining  and  solving  our  management  problems.  It  gave 
us  an  effective  plan  of  action." 

Russell  E.  Burke,  Director  of  Operations  for  the  Mid- 
dle East  and  Africa,  says:  "By  using  Dale  Carnegie  Man- 
agement Seminar  techniques,  we  chart  our  progress  and 
make  sure  that  our  plans  are  carried  out  more  success- 
fully throughout  every  stage." 

■  The  A .  H.  Robins  Corporation  is  one  of  many  leading 
companies,  large  and  small,  which  enroll  their  managers 
in  the  Dale  Carnegie  Management  Seminar  because  its 
principles  are  goal-directed.  Through  better  understand- 
ing of  company  objectives,  clearer  communication,  and 
increased  leadership,  the  way  is  paved  for  greater  pro- 
ductivity and  profitability.  Write  us  today  for  our  quick- 
reading  brochure  on  how  goal-oriented  management  can 
benefit  your  company. 

DALE  CARNEGIE 
MANAGEMENT  SEMNAR 

SUITE  1I03F0  •  H75  FRANKLIN  AVENUE   •   GARDEN  CITY.  NEW  YORK  11530 
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We  Can  Doctor  Your  Books... 


The  Evidence:  Since  Janu- 
ary/ we've  saved  our  clients  over  three 
million  dollars  on  their  print  purchases. 

What  we  do  to  printers  is  a  crime... 

We  are  experts  at  burglarizing  their 
profits,  and  returning  the  loot  to  you. 

How?  We  are  print  production  experts. 
And,  our  expertise  came  the  hard  way: 
we've  done  time  buying  paper,  art 
production  services,  and  press  time,  to 
run  our  own  magazines  and  news- 
papers, and  produce  our  own 
promotional  pieces. 
We  were  all  over  the  lot... 

We  got  tired  of  being  a  patsy  for 
printers— being  conned  with  words  like 
"make  ready"  and  "mbmbfsk"--- 
especially  since  each  time  those  magic 
words  were  uttered,  it  cost  us  money. 
So  we  learned  in  a  hurry,  and  we 
became  experts. 

In  January,  we  created  our  Advisory 
Service— an  'enforcement'  network 
that  keeps  printers  looking  over  their 
shoulders— because  it's  a  service  that 
can  save  you  bucks— anywhere  from 
5  to  35  percent— on  any  print  job  you 
contemplate— and  with  the  same,  or 
better  quality,  than  you  would  have 
gotten.  The  outfits  we  deal  with  are  the 
big  guys— the  reputable  shops,  all  over 
the  country,  and  overseas.  We've  got 
their  respect,  since  we  control  millions 
in  print  billings  of  our  five  dozen 
clients.  We  cfet  the  prices--we  know 
where  the  bodies  are  buried--who  has 
holes  in  schedules--who  can  get  color  up 
without  burning  off  half  a  roll  of  paper 
(and  charging  it  back  to  you)--and  who 

In-Comm^. 

communicaiions 


is  willing  to  make  a  smaller  profit  since 
we  can  promise  future  work. 

< 
Look :  we  know  all  the  money-saving 
angles.  We  are  not  printers.  We  own  no 
presses.  We  do  know  when  a  press 
picked  for  a  job  is  the  wrong  press 
(even  your  production  manager 
oftentimes  doesn't  know  that)  or  when 
a  revision  of  a  piece  of  artwork  to  chop 
off,  or  add  on,  a  V4"  can  save  you 
thousands  of  dollars. 

If  you  print  brochures,  inserts,  labels, 
flyers,  tricky  die-cut  pieces  or  annual 
reports,  we  can  save  you  money-and 
our  fee  comes  from  those  savings. 
Some  of  our  subscribers  have  dumped 
their  whole  print  problem  intoour  laps, 
and  some  have  us  monitoring  all  their 
printing  requirements  and  placements. 

You  can  get  on  our  bandwagon  for 
under  a  hundred  bucks.  A  subscription 
toour  service  brings  you  a  print 
technology  book  written  by  us,  in  lay 
terms  (you,  too,  can  use  "buzz"  words 
to  shake  up  your  art  director),  a 
quarterly  magazine  written  by  print 
purchasing  executives,  and  a  "hot  line" 
on  any  graphic  problem,  anytime,  at  no 
additional  fee.  We  only  make  money  on 
your  savings;  printing  decisions  and 
placement  of  orders  never  leave 
your  hands... 

We're  the  only  show  in  town— and  we're 
pretty  good  at  it.  Write  to  us,  on  your 
letterhead,  and  ask  for  our  brochure— it 
outlines  our  service,  and  can,  perhaps, 
generate  new  ideas  in  low-cost,  high 
powered  print  promotion  for  you. 
Your  letter  will  bring  our  literature,  not 
a  salesman.  After  all,  who  needs 
salesmen  to  sell  real  savings... 
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BETTER  HEALTH 

Lederle  Laboratories,  one  of  the  world's 
largest  manufacturers  of  pharmaceuti- 
cals, is  a  vital  element  in  Cyanamid. 
Antibiotics,  vaccines  and  a  wide  range 
of  important  medical  products  come 
from  this  division.  Davis  &  Geek,  an- 
other subsidiary,  produces  sutures  and 
other  surgical  products. 

MORE  FOOD 

Cyanamid  is  a  major  supplier  to  world 
agriculture  with  products  to  improve 
meat  production— controls  for  insects  to 
increase  crop  yield  and  fertilizers  — 
from  one  of  the  world's  largest  privately 
owned  agricultural  research  centers. 


THIS  IS 

OUR  KIND  OF 

BUSINESS 


ENVIRONMENTAL 
PROTECTION 

More  than  10  years  of  Cyanamid  re- 
search developed  an  effective  auto 
exhaust-gas  catalyst.  Other  research  led 
to  a  range  of  products  to  treat  and  clean 
water— to  aid  paper  recycling— mineral 
recovery  and  desulfurization  products 
which  assist  environmental  protection. 


ENERGY 

To  serve  the  energy  producing  indus- 
tries Cyanamid  makes  catalysts  to  help 
produce  better  auto  fuels— chemicals  to 
aid  efficiency  in  coal  mining,  products  to 
help  make  oil  well  drilling  more  efficient. 


GOOD  HOUSING 

Modern  building  products;  Formica 
brand  laminated  plastics— Acrylite 
acrylic  sheet -Sanitas  and  Wallclad 
vinyl  coated  wall  coverings— Creslan 
acrylic  fiber  in  home  furnishings— are 
from  the  Cyanamid  family  of  products. 
And  now  Cyanamid  is  involved  in  large 
scale  residential  and  commercial  build- 
ing through  subsidiary  companies. 

PERSONAL  PRODUCTS 

Products  people  use  every  day  to  make 
life  cleaner  and  a  little  more  pleasant 
include  such  well  known  names  as 
Breck  hair  care  products  — Old  Spice® 
men's  toiletries— Nina  Ricci®fragrances. 
Household  aids  include  products  such 
as  Pine-Sol  liquid  cleaner. 
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AMERICAN  CYANAMID  COMPANY  AND  SUBSIDIARIES 

LEDERLE  PHARMACEUTICALS  •  BRECK*  HAIR  CARE  PRODUCTS  •  CRESLAN*  ACRYLIC  FIBER 

SHULTON  TOI LETRIES  AND  COSMETICS  •  PINE-SOL*  LIQUID  CLEANER 

FORMICA?  BRAND  LAMINATES  •  SANITAS*  AND  WALLCLAD*  WALLCOVERINGS  •  ACRYLITE*  ACRYLIC  <;hfft 
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See  C&S  for 

a  corporate 

banking 

plan 

that's  as... 


individual  as 
your  fingerprint 


No  two  corporations  have  the  same  banking 
requirements.  Which  is  why,  at  C&S,  we  respond 
differently  to  the  needs  of  every  one  of  our 
corporate  clients. 

Every  facet  of  your  business  is  taken  into 
careful  consideration.  Working  with  you,  a  plan 
is  developed  to  accommodate  both  your  current 
needs  and  your  long-range  objectives.  And  C&S 
is  equipped  to  handle  all  your  banking  require- 
ments—from total  cash  management  and  payroll 
processing  to  international  banking,  pension  and 


profit  sharing  fund  management,  plant  site  loca- 
tion, and  mergers  and  acquisitions. 

Our  management  team  is  extremely  flexible. 
And  that's  important.  Because  it  means  your 
banking  plan  can  be  up-dated  on  a  moment's 
notice— to  take  advantage  of  any  new  develop- 
ments which  may  arise. 

No  wonder  more  than  80  of  the  top  1 00  U.S. 
corporations  are  already  doing  business  with 
C&S.  Isn't  it  time  you  let  us  custom-tailor  a 
banking  plan  to  your  specifications? 


CfiS 


The  Citizens  and  Southern  Banks  in  Georgia 


MEMBER  FDIC 


All  the  recreational  facilities  at 
Harrison  serve  to  relax,  not  distract. 

So  while  conferees  pause  to 
refresh  themselves  outside  the 
conference  room,  what  occurred 
inside  is  still  the  topic  of  discussion. 

Because  unlike  hotels,  Harrison 
Executive  Conference  Centers  exist 
for  one  primary  purpose.  To  present 
the  proper  environment  for 
businessmen  to  get  down  to  business. 

To  this  end  everything  at 
Harrison  has  been  carefully  designed 
by  educators  to  insure  your  meeting's 
success. 

Whether  it's  a  meeting  for  two 
or  two  hundred.  For  two  days  or 
two  weeks. 

Our  staff  of  conference 
specialists  will  even  analyze  your 
conference  program  and  recommend 
methods  of  presentation  and  ways  of 
adding  to  its  effectiveness. 

You'll  find  a  whole  range  of 
audio/visual  equipment  at  your 
disposal.  From  a  highly  advanced 
closed  circuit  television  system  to 
just  plain  black  board  and  chalk. 

Even  our  menu  reflects  our 
thorough  planning  and  care.  The 
food,  prepared  by  European  chefs, 
is  of  a  caliber  few  fine  restaurants  can 
match. 

As  for  leisure  facilities,  Harrison 
offers  tennis,  swimming,  health  club, 
game  room,  lounge,  with  golf  nearby. 

So  if  your  meeting  is  an 
important  one,  hold  it  where  its 
importance  will  be  recognized. 

At  Harrison.  Where  two  thirds 
of  the  fortune  500  met  with  success 
last  year.  Inside  our  conference 
rooms  and  out. 

Harrison  House,  Glen  Cove,  New  York 


Harrison  Inn^Southbury,  Connecticut 


Harrison  Hous6,  Lake  Bluff,  Illinois 


At  Harrison 
the  meeting  doesn't  end 

in  the  conference  room. 


Harrison  Executive  Conference  Centers. 

Where  men  of  business  meet  with  success. 

Mr.  Loren  L.Carlson,  Director  of  Marketing 

Harrison  Executive  Conference  Centers 

6  East  43rd  Street,  New  York,  N.  Y.    10017  or  call  (212)  661-5187 

Gentlemen: 

Please  send  me  your  full  color  story. 


Name. 


Title 


Company 


Address . 

City 


■  State - 


Zip 


DRAGON  CHAT 


OR? 

We  might  see  something  different. 

But  then,  we've  been  looking  at  things  in  a  different  light 

ever  since  1 887,  when  we  founded  America's  first  liability  insurance  company. 

Today  weVe  just  as  innovative  —  with  Workmen's  Compensation, 

with  Group  coverages,  with  all  forms  of  business  and  personal  insurance. 

Talk  with  American  Mutual,  where  there's  an  original  way  of  looking  at  everything. 

American 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD.  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 
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Side  Lines 


A  Broad  Canvas 

Forbes  has  always  prided  itself  on  being  able  to  pack  a  good  many  stories 
on  a  wide  range  of  topics  into  each  issue— each  story  tightly  edited  down 
to  essentials  for  convenient  reading  by  busy  people. 

The  issue  you  are  about  to  read  contains  more  than  30  articles,  and  they 
run  the  gamut  of  business  topics.  Reports  on  huge  corporations:  how  MGIC, 
once  Mortgage  Guaranty  Insurance  Corp.,  has  lost  its  magic;  United  Air- 
craft, Caltex  and  Winn-Dixie.  The  cover  story  on  International  Flavors  & 
Fragrances.  Stories  about  smaller  companies:  Louisiana  Pacific  and  W.W. 
Grainger.  With  a  major  article  about  a  foreign  company— Britain's  General 
Electric— thrown  in  for  good  measure. 

The  rest  of  the  pieces  cover  a  broad  area.  The  Numbers  Game  features 
John  C.  Burton,  the  SEC's  chief  accountant,  and  the  important  changes  he's 
working  in  corporate  financial  reporting.  There's  an  interview  with  Louis 
T.  Wells  Jr.  of  Harvard  dealing  with  U.S.  investments  in  foreign  nations. 
A  statistical  feature  on  the  much  overlooked  "middle-tier"  stocks  in  today's 
markets.  An  article  about  how  big  companies  are  faring  as  venture  capital- 
ists and  another  about  the  growth  prospects  in  car  leasing.  A  Money  Man 
featui'e  on  the  romance  in,  of  all  things,  bank  stocks.  A  report  on  the  paper 
industry.  A  piece  about  the  problems  of  advertising  agencies  and  manage- 
ment consultants  that  have  gone  public. 

A  mass  of  timely  information  selected  and  digested— and,  yes,  judged— for 
the  businessman  with  broad  horizons  and  a  busy  schedule. 


A  few  days  ago  our  Editor-in-Chief  took  off  from  the  Oregon  coast  in 
a  specially-built  Forbes  balloon  on  a  voyage  intendeu  to  end  on  the  East 
Coast  shoreline.  If  successful,  this  will  be  the  first  such  ballooning  expedition 
"from  sea  to  shining  sea,"  and  in  the  course  of  it,  Malcolm  Forbes  is  aim- 
ing to  set  six  world  records  for  time  aloft  and  distance  covered  in  hot-air 
balloons.  Hopefully  the  cross-country  trip  will  be  completed  by  the  end 
of  this  month.  We'd  like  to  think  subscribers  over  whose  homes  our  balloon 
chances  to  float  could  have  this  Forbes  copy  or  the  next  one  delivered  by 
the  very  first  form  of  air  travel.  If  prevailing  winds  prevail,  the  balloon's 
path  across  the  continent  should  be,  might  be,  may  be  as  shown  here.   ■ 
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A  dynamic,  diversified  economy. 

Cosmopolitan  Tulsa  gives  you  even  more  than  you 
would  expect  from  a  metropolitan  area  of  a  half  million 
Like  a  strong,  broad-based  economy  bursting 
with  vitality. 

You  will  be  in  good  company  in  Tulsa,  because  of  its 
economic  diversification.  Many  of  the  top  500 
companies  of  the  nation  have  facilities  in  Tulsa. 

Major  components  of  Tulsa's  aggressive  economy  are 
data  processing,  petroleum,  and  a  wide  range  of 
manufacturing.  Tulsa  has  developed  an  expertise  in 
data  processing  unequalled  in  any  other  city  of  its  size. 
That's  one  of  the  reasons  why  an  international 
airline  reservations  system,  several  independent 
computer  firms,  and  credit  card  centers  of  four  of 
America's  largest  oil  firms  are  located  in  Tulsa. 

Manufacturing  in  Tulsa  includes  electronics,  heavy 
equipment,  aerospace,  metal  fabrication,  petro- 
chemical equipment,  sporting  goods,  glass,  and  printing. 

You'll  also  find  a  sophisticated  money  market  in  Tulsa. 
Our  financial  institutions  have  total  resources 
of  over  $2  billion. 

Get  the  whole  story  on  Tulsa,  the  city  that  has  it  now. 
Write  or  call  the  Metropolitan  Tulsa  Chamber  of 
Commerce,  616  South  Boston  Avenue, 
Tulsa,  Oklahoma  74119,  (918)  585-1201. 


TULSA 

HAS  IT 

NOW! 


Economic  Development  Commission  of  Till  QA 
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The  story  behind  Gould's  growth  from  a  $115  million  battery  company 
to  a  $600  million  integrated  technology  company  in  just  six  years. 


/' 


Mr  Lynch 


Dr.  David 


Dr.Tleffner 


Dr.  Pierce 


Professor  Harmon 


Dr.  Fubini 


Dr.  Goldmuntz 


Everybody  has  a  Board  of  Directors. 
We've  added  a  "Board  of  Inventors'.' 


Our  "Board  of  Inventors"  aren't  all 
inventors  in  the  normal  sense.  But 
they  are  scientific  leaders  who  to- 
gether form  our  Scientific  Advisory 
Board. 

The  purpose  of  this  board  is  to 
assist  our  inventors  by  monitoring 
our  technical  activities  on  a  continu- 
ing basis  and  advising  us  of  emerg- 
ing opportunities  in  science  and 
technology  o'utside  Gould. 

Each  member  has  a  technical 
background  that  complements  our 
integrated  technology  concept.  And 
each  man  adds  a  new  and  objective 
dimension  to  our  advancement  in 
technology.  These  scientific  leaders 
are  available  as  individuals  for  reg- 
ular consulting  tasks. 


Our  "Board  of  Inventors"  and  their 
fields  of  expertise:  Chairman,  Dr. 
Eaward  David,  President  of  Gould 
Laboratories,  former  Science  Advi- 
sorto  President  Nixon  and  Executive 
Director  of  Research  for  Bell  Tele- 
phone Laboratories  •  Dr.  Eugene  G. 
Fubini,  Director  of  Gould  Inc.  and 
former  IBM  Group  VP  and  Asst.  Sec. 
of  Defense— electronics,  computers, 
defense  systems  •  Dr.  Lawrence  A. 
Goldmuntz,  Chairman,  Economics  & 
Science  Planning,  Inc.— transporta- 
tion and  urban  form,  electro-optical 
systems  •  Leon  D.  Harmon,  Case 
Western  Reserve  Univ.  — medicine 
and  biomedical  engineering  •  Dr. 
Hubert  Heffner,  Stanford  Univ.— 
electrochemistry,  including  fuel 


cells  •  Thomas  Lynch,  Group  VP, 
Gould  Inc.— physical  science,  acous- 
tics, oceanography,  instruments  and 
systems  •  Dr.  John  Pierce,  Calif. 
Institute  of  Technology  — communi- 
cations, materials,  electronics. 

Our  Scientific  Advisory  Board  is 
another  way  we're  increasing  our 
commitment  to  product  development 
to  maintain  our  growth  record. 

Gould  Inc.,  8550  West  Bryn  Mawr 
Avenue,  Chicago,  Illinois  60631. 

■>  GOULD 

the  proud  inventors 


Little  League  batters  in 
America's  favorite  sport 
are  connecting  soundly 
with  our  Doehler-Jarvis 
Division's  one-piece,  die 
cast  magnesium  bat. The 
Mag  Bat^made  exclusively 
for  Hillerich  &  Bradsby  Co., 
gives  those  mini  sluggers 
the  same  shape  and 
sound  of  a  wood  bat,  with 
greater  resistance  to 
cracking  or  breaking. 

Developing  new  products 
that  help  make  life  more 
fun  is  just  one  of  N  L'smany 
jobs.  Through  our  world- 
wide operations,  we  meet 
the  needs  of  modern 
industry  for  a  wide  variety 
of  chemicals,  metals, 
fabricated  materials  and 
services.  Want  to  know 
more  about  us?  For  a  copy 
ofour  latest  Annual  Report 
write  N  L  Industries,  Inc., 
1 1 1  Broadway,  New  York, 
New  York  10006. 
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INDUSTRIES 


Trends  &Tangents 


Foreign 


Ouch! 

Inflation  may  be  taking  a  big  bite 
out  of  your  pocketbook  this  year,  but 
chances  are  you  are  still  better  off 
than  many  American  executives  work- 
ing abroad.  The  two  recent  dollai* 
devaluations  have  wiped  out  nearly 
20%  of  their  purchasing  power.  Then, 
too,  inflation  is  at  least  as  bad  in 
many  major  cities  of  Europe,  South 
America  and  the  Far  East  as  it  is  at 
home.  Some  companies  are  trying  to 
make  up  for  these  losses  with  salary 
adjustments  and  hardship  allowances. 

More  Aluminum? 

Saudi  Arabia,  in  one  of  its  recent 
demands,  wants  industrial  investment 
by  outsiders.  This  has  focused  atten- 
tion on  the  progress  of  a  similar  proj- 
ect called  Aluminum  Bahrain  (Alba) 
on  the  neighboring  Persian  Gulf  sheik- 
dom of  Bahrain.  The  idea  behind 
Alba,  a  joint  venture  of  American, 
British,  French  and  Swedish  compa- 
nies, is  to  use  Bahrain's  ample  natural 
gas  supplies  to  generate  low-cost  pow- 
er and  produce  aluminum  more  cheap- 
ly. How's  Alba  doing?  Very  well, 
thank  you.  Production  last  year  totaled 
121,000  tons  and  the  project  now  is 
solidly  in  the  black. 


Business 


Sign  of  the  Times 

It  always  happens  when  interest 
rates  shoot  up.  People  start  borrow- 
ing more  heavily  against  the  cash  val- 
ue of  their  life  insurance  policies.  And 
why  not?  At  a  time  when  short-term 
interest  rates  have  risen  close  to  10% 
you  can  take  out  a  policy  loan  at 
around  5%.  For  1973,  new  policy  loans 
wfll  run  as  high  as  $3  billion,  bring- 
ing the  industrywide  total  outstand- 
ing to  more  than  $20  billion.  That's 
8%  of  all  life  insurance  company  as- 
sets, the  highest  since  1940.  At  one 
life  company,  Northwestern  Mutual, 
the  tenth-largest  in  the  industry,  pol- 
icy loans  are  running  around  14%  of 
assets  and  will  gobble  up  some  40% 
or  so  of  its  1973  cash  flow. 

Opening  Wedge  into  China 

Interested  in  doing  business  with 
the  Chinese?  Ready  to  help  you  now 
is  the  recently  formed  National  Coun- 
cil for  United  States-China  Trade,  a 
private  business  group  authorized  by 
the  Nixon  Administration  to  promote 
and  facilitate  trade  relations  with 
China.    It   is   headed   by   CJjristopher 


H.  Phillips,  deputy  United  Nations 
representative  from  1969  to  1973, 
who  will  lead  a  delegation  to  Peking 
in  a  few  weeks.  Right  now  the  trade 
ba]an'}e  is  top-heavy  in  favor  of  the 
U.S.:  Our  exports  to  China  itju 
around  $900  million  against  only  $50 
million  in  imports.  Suggests  Phillips: 
"The  U.S.  Congress  must  act  faxorably 
and  promptly  on  legislation  permitting 
the  extension  of  most-favored-nation 
tariff  treatment  to  China." 

Another  Wall  Street  Change 

Ticker  tape  parades  down  Wall 
Street  doubtless  will  continue  to  be 
part  of  the  national  scene,  but  with- 
out the  ticker  tape.  The  old-style 
stock  ticker  machines  have  all  but 
vanished  from  The  Street,  replaced 
by  faster  electronic  devices  for  pro- 
viding stock  quotations.  Nowadays 
office  workers  shower  parading  he- 
roes with  shredded  data  processing 
cards   and  torn-up  phone  directories. 

Time  Out 

During  fiscal  1973  nearly  260,000 
workers  received  more  than  $40  mil- 
lion in  back  wages  that  had  been 
withheld  from  them  in  violation  of 
federal  wage  and  hour  laws.  A  Labor 
Department  report  says  that  more 
than  half  the  money  went  to  workers 
who  did  not  receive  required  time- 
and-a-half  overtime  pay.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES.  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


14 


FORBES,   OCTOBER    15,    1973 


There  are  three  sides 
to  every  question: 

the  pro  side,the  con  side 

and  the  inside 


If  you're  in  business 
and  you're  reading  about 
something  important  to 
your  business,  you  don't 
want  to  know  what  some- 
body thinks  has  happened 
You  want  to  know  what 
has  in  fact  happened. 

We  want  you  to  know 
that,  too. 

That's  why  The  Wall 
Street  journal  goes  to  such 
lengths  to  insure  that  its 
news  columns  are  unbiased.  We're  not  for  or 
against  gyiything  —  not  in  our  news  columns, 
at  least.  vAs  far  as  we  are  able,  we  give  you  the 
straight  story... the  unvarnished  who,  what, 
why,  where,  how,  when  and  so  what  of  any- 
thing that  happens  anywhere  in  the  world  that 
may  affect  your  decisions  about  your  business. 
If  you  want  to  know  what  we  think,  read  our 
editorials.* 

TTiis  let-the-chips-fall-where-they-may 
attitude  has  helped  The  Journal  to  grow  from 
785,000  circulation  to  over  a  million  and  a 
quarter  in  10  years.  It  has  won  us  five  Pulitzer 


Prizes  for  distinguished 
reporting.  (We  also  have 
two  Pulitzer  Prizes  for 
Journal  editorial  writing 
—  which  proves  that  we're 
not  afraid  to  take  a  stand 
where  a  stand  should  be 
taken.) 

Start  getting  The 
Wall  Street  Journal.  If  you 
fill  out  and  mail  in  the 
attached  card,  we'll  start 
you  on  an  introductory 
subscription  to  The  Journal.  68<t'  a  week  for 
13  weeks  (or  longer,  iSf  you  want).  If  the  card  is 
missing,  write  to  The  Wall  Street  Journal, 
200  Burnett  Road,  Chicopee,  Mass.  01021. 
Remember:  Not  the  pro  side  of  business  news. 
Not  the  con  side.  ^  B^l 
Just  ;/o//r  side.  I     §^/^ 

WallStrcet 
Journal 

Trice  good  in  United  States  and  possessions  and  Canada. 


Readers  Say 


Darts  for  Wall  Street 

Sir:  After  reading  "Is  Investment 
Advice  Worthless"  (Oct.  1),  I  see 
that  I  will  no  longer  have  to  bear  with 
the  bull  from  Wall  Street. 

—Charles  T.  Holmes 
Chicago,  111. 

Sir:  You've  hit  the  solution  for  Wall 
Street's  profit  woes.  Think  of  all  the 
money  Wall  Street  would  save  if  it 
fired  all  its  analysts  and  bought  dart 
boards  instead. 

—Joseph  J.  Whitfield 
Chicago,  111. 

Sir:  Maybe  pubs  will  replace  the 
dying  brokerage  houses. 

—Elmer  Klein 
Los  Angeles,  Calif. 

Sir:  The  target  for  your  darts  {Oct. 
1 ) ,  according  to  your  article,  is  a  page 
from  the  New  York  Times.  Even  in 
1967  one  could  not  have  gotten  the 
entire  New  York  Stock  Exchange  list 
on  a  single  page.  I  suspect  that  one 
could  have  materially  improved  the 
performance  of  the  Dart  Fund  if  the 
remaining  part  of  the  alphabet,  that 
is  T  through  Z,  was  available  for  a 
truly  random  target. 

—A.  Michael  Lipper 

Lipper  Analytical  Division, 

Cohn,  Delaire  &  Kaufman,  Inc. 

New  York,  N.Y. 

Reader  Lipper  is  correct.  Our  sam- 
ple had  an  alphabetical  bias— Ed. 

Which  Life? 

Sir:  In  your  article  on  The  Sperry 
and  Hutchinson  Company  ( Sept.  1 ) , 
S&H  Green  Stamp  Division  President 
Jackson  S.  Smith  Jr.  was  quoted  as 
saying,  "You  might  say  we  are  hang- 
ing on  for  dear  life."  This  was  in  direct 
reponse  to  a  question  about  our  sales 
to  gasoline  service  stations.  This  busi- 
ness has  been  hard  hit  by  the  sum- 
mer gasoline  shortage.  The  article, 
however,  applies  the  quotation  to 
S&H's  service  station  and  retail  food 
business.  In  fact,  S&H's  business  with 
food  retailers  is,  on  a  month-to-month 
basis,  now  ahead  of  1972. 

—Gerald  P.  Heavey 

Manager,  Financial  and 

Corporate  Information, 

The  Sperry  and  Hutchinson  Co. 

New  York,  N.Y. 

Food  for  Thought 

Sir:  You  quoted  former  Agriculture 
Secretary  Freeman  as  predicting  that 
American  farmers  will  be  producing 
enough  food  in   1976  and  that  there 


will  be  surpluses  after  1977  (Aug. 
15).  Freeman  says  to  start  worrying 
in  1980.  We  should  start  worrying 
right  now.  According  to  Dr.  Charles 
G.  Abbot,  former  Secretary  of  the 
Smithsonian  Institution  and  a  member 
of  the  National  Academy  of  Sciences, 
there  are  three  major  drought  cycles, 
each  lasting  about  six  to  seven  years. 
He  believes  that  we  are  in  such  a 
cycle  now,  1970-77.  Not  all  the  years 
of  a  drought  are  dry;  at  least  one  is 
"wet"  in  the  cycle.  This  seems  to  be 
what  happened  in  the  winter-spring 
of  1972-73.  Unfortunately,  1974-75 
will  probably  see  the  worst  of  this 
drought  cycle. 

—Raymond  B.  Treadwell 
Monterey  Park,  Calif. 

Some  Old  Math 
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We're  Innocent 

Sir:  The  article  "Last  Bath  in 
Hollywood?"  {The  Numbers  Game, 
Sept.  1 )  implies  that  all  companies 
in  the  motion  picture  industry  are 
guilty  of  using  questionable  account- 
ing methods.  The  article  made  clear 
that  MCA  .  .  .  has  not  produced  the 
instant  earnings  permitted  by  the  con- 
tract method  and  now  made  respect- 
able by  the  AICPA  in  its  modifica- 
tion of  the  contract  method.  What  is 
obscured  is  that  MCA  does  not  charge 
interest  as  a  production  cost,  delay 
the  abandonment  of  unusable  story 
and  scenario  costs,  defer  the  expens- 
ing of  advertising  costs,  or  allocate 
exaggerated  amounts  of  production 
overhead  to  a  lemon  to  lighten  the 
burden  on  successful  films. 

—Elliott  Witt 

Treasurer, 

MCA,  Inc. 

Universal  City,  Calif. 

One  More  on  AE 

Sir:  We  are  a  firm  which  conceives 
designs,  builds  and  operates  restau 
rants  for  ourselves  (The  Last  National 
Bank  Restaurant,  Hartford,  Conn.;  The 
Water  Works,  Columbus,  Ohio;  The 
Boxcar/ Loading  Dock,  Ithaca,  N.Y.) 
and  for  others.  We  do  a  lot  of  travel- 
ing in  conjunction  with  the  consulting 
part  of  our  business  and  because  of 


the  blunders  American  Express  has 
made  with  us,  we  have  refused  to  ac- 
cept their  card  in  our  restaiu-ants. 
We  have  had  no  trouble  with  the 
b^nk  cards  at  the  restaurants. 

— Ferg  Jansen  Jr. 

President, 

Mnorx,  Inc. 

Ithaca,  N.Y. 

They  Still  Bear  Expenses 

Sir:  In  yoin:  article  "The  Company 
Fund"  {Sept.  15)  you  stated  that 
Elfun  Trusts  does  not  charge  its  share- 
holders a  management  fee.  While  it 
is  true  that  Elfun  shareholders  are 
not  charged  a  conventional  fee  based 
on  a  percentage  of  net  assets,  the  cost 
of  managing  the  fund  is  charged  to 
Elfun  and  therefore  the  shareholders 
do  bear  the  expenses. 

— W.R.  Fulljames 

Secretary, 

Elfun  Trusts 

New  York,  N.Y. 

Sir:  The  allttme  high  on  Budd  Co. 

( Oct.  1 )   was  37  and  not  your  price 

of  64. 

—Ben  Soffer 
St.  Louis,  Mo. 

B.C.'s  Car  . . . 

Sir:  Re  your  Fact  &  Comment  on 
your  father's  first  car  and  the  price 
it  would  fetch  today  {Sept.  15).  He 
must  have  been  Scottish,  buying 
shrewdly  and  hanging  on.  By  1917 
that  car  was  already  sort  of  antique. 
It  appears  to  me  to  be  a  1908  or  1910 
model. 

—Thomas  P.  Chambers 
Escondido,  Calif. 

Sir:  Judging  from  the  picture,  it's 
a  used  car.  Your  Pa  bought  a  1914 
Ford  in  1917. 

—Tom  Bowen 
Salem,  N.J. 

. . .  and  Acumen 

Sir:  Perhaps  the  senior  Forbes  had 
more  business  acumen  than  the  pres- 
ent Editor-in-Chief  gives  him  credit 
for.  Even  assuming  the  "old  buggy 
would  fetch  ten  or  15  times  what  he 
paid  for  it,"  the  return  amounts  to 
less  than  5%  compounded.  Surely  the 
founder  of  Forbes  employed  his  mon- 
ey better  elsewhere. 

—Stuart  L.  Meyer 

Northwestern  University 

Evan.ston,  III. 

Sir:  .  .  .  we  all  ought  to  get  inlo 
the  habit  of  annualizing  everything. 
Otherwise,  we  jump  to  some  astound- 
ing conclusions. 

—Gerald  M.  Loeb 

E.F.  Hutton  &  Co. 

San  Francisco,  Calif. 
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Forget  what  you've  heard 
about  dictation  machines. 


NorelcoSg 
Portable'idea  machine" 

The  Noreico  88  Portable  is 
a  full-featured,  professional 
dictating  machine  . . .  com- 
pact, lightweight,  easy  to 
use.  Travels  easily  . . . 
assures  your  maximum 
productivity  anywhere.  The 
Noreico  88  features  a  pistol 
grip  and  finger-tip  controls 
for  efficient  one-hand 
operation.  It  is  an  advanced 
electronic  "idea  machine" 
in  compact  form.  The  only 
real  choice  for  the  idea 
man  who's  going  places. 


Noreico  "idea  machines"  have 
greatly  simplified  the  process  of 
transmitting  ideas  from  conception 
to  the  typewritten  word.  They 
are  designed  to  capture 
ideas  wherever  they  occur  . 
inside  or  outside  the  "^  ^ 

office.  They  allow  you  to  ' 

communicate  business 
ideas  faster,  easier, 
more  accurately. 


Noreico  98  Executive'ldea  machine ' 

Noreico  98  Executive   not  only  fits  your  pattern   of  office 
activity,  but  helps  make  your  secretary  more  produc- 
tive and  efficient.  It  is  the  first  with  instant 
r<^;rJflMkHtth.  electronic  switching  and  built-in  sec- 

retary-executive intercom.  Cuts 
heavy  volumes  of  paper- 
work down  to  size. 


SHOWN 
ACTUAL 
SIZE 


THE  IDEA  CAPSULE  Advanced  Noreico  research  de- 
veloped thistminiature  "idea  capsule".  Features  30 
minutes  of  voice  recording  and  reproduction.  The 
heart  of  the  total  Noreico  System,  it  is  self  contained 
.  .  .  transcribes  easily  and  quickly  .  .  .  can  be  used 
over  and  over  again. 


PHILIPS  BUSINESS  SYSTEMS,  INC. 

A  NORTH  AMERICAN  PHILIPS  COMPANY 


fJorelcct 


100  East  42nd  Street,  New  York,  N.Y.  10017 
Gentlemen: 

Please  send  me  the  free  booklet,  "Ideas,  Communications  and 
Profits"  about  the  Noreico  "idea  machines" 

Name Title 

Firm 


Street. 


City/ State. 


-Zip- 


L^^^^^^  F-X073-88-98 

DICTATION  EQUIPMENT  •  INTERCOM  SYSTEMS  •   INDUCTIVE  AND  RADIO  PAGING  SYSTEMS  •  OFFICE  COMPUTERS 
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The  people  in  these  cars 
walked  away  from  these  crashes* 

Their  cars  had  air  bags. 


68  mph  into  a 

parked  car.  Injury: 

broken  wrist  and 

knee  cap.  Lap  belt: 

not  in  use. 


The  people  in  these  crashes  were 
in  cars  equipped  with  an  air  bag 
passive  restraint  system.  Inflatable 
bags  that  automatically  cushion 
driver  and  passenger  in  a  frontal- 
type  collision.  Inflating,  protecting, 
deflating  in  less  than  one-half  sec- 
ond. 

But  the  people  in  these  crashes 
were  lucky.  Extraordinarily  lucky. 

Because  there  are  only  1,800  air 
bag  equipped  cars  on  the  road  to- 
day. Used — in  a  program  of  on- 
road  testing  of  air  bag  reliability  — 
by  the  U.S.  Government,  Allstate 
and  several  other  major  companies. 

The  air  bag's  record  in  this  pro- 
gram has  been  most  impressive.  It 
has  never  failed,  in  a  real-life  crash, 
to  work  to  protect  the  occupants 
as  it  was  designed  to  do. 

In  over  35  million  miles  of  on- 
road  testing  has  the  air  bag  system 
ever  inadvertently  deployed?  Yes. 
Once. 

Once,  in  over  35  million  miles  of 
driving,  one  inadvertent  inflation 
of  the  air  bag  has  occurred.  (The 
result?  A  minor  hand  injury  to  the 
right  front  passenger.  However,  the 
driver  was  completely  unaffected 
and  stopped  the  car  without  inci- 
dent.) 

But  despite  its  impressive  record 
of  performance — including  a 
mounting  number  of  air  bag  suc- 


20  mph  head-on 
,  collision.  Injury: 
*^     none.  Lap  belt:  in  use. 


Source:  St    Louis  Post-Dispatch.  Photo  by  Scott  C.  Dine. 

35  mph  into  utility  pole.  Injury  to 
driver:  slight  nose  fracture.  Injury  to 
passenger:  sore  shoulder.  Lap  belts: 
not  present. 


cesses  like  the  ones  shown  here  — 
the  protection  of  air  bags  is  still 
not  available  to  the  public. 

We  hope  this  situation  is  about 
to  change. 

Several  years  ago  a  Federal  regu- 
lation was  adopted  that  would  have 
required  some  kind  of  passive  re- 
straint system  in  all  1974  model 
cars.  But  thatdeadline  was  called  off". 

Now  1976  is  the  target  year.  So 
the  debate  continues  over  what 
kind  of  passive  restraint  system 
should  be  used  in  cars  sold  to  the 
public.   (A  debate  that's  failed  to 


Source:  Photo  courtesy 
of  KTTV,  Los  Angeles. 


produce  any  system  as  eff'ective  as 
air  bags.) 

We  believe  after  years  of  air  bag 
laboratory  tests  and  over  35  mil- 
lion miles  of  successful  on-road  test- 
ing, the  time  for  debate  is  over. 

Today  air  bags  are  technologi- 
cally ready  to  be  installed  in  pro- 
duction-line cars. 

One  car  manufacturer,  General 
Motors,  has  announced  plans  to 
offer  air  bags  as  an  option  on  some 
50,000  1974  cars— Cadillacs,  Buicks 
and  Oldsmobiles.  We  hope  other 
companies  will  follow  their  example. 

There's  little  doubt  that  some  of 
the  people  in  the  crashes  shown 
here  would  have  been  badly  injured 
or  killed  if  they'd  been  driving  cars 
without  air  bags.  A  look  at  these 
photographs  makes  that  clear. 

Each  year  thousands  of  people 
are  killed  in  automobiles.  Well  over 
a  million  more  are  seriously  injured, 
many  maimed  for  life.  How  many 
lives  might  be  saved,  how  many  in- 
juries prevented,  if  air  bags  were 
available  to  every  new  car  buyer? 

The  air  bag  is  ready  for  America 
now.  And  America,  Allstate  be- 
lieves, is  ready  for  the  air  bag. 

For  details  on  the  air  bag  and  its  record 
of  performance,  write  to  Director  of  Auto- 
motive Engineering,  Allstate  Insurance 
Company,  Northbrook,  Illinois  60062. 


When  will  yours? 


AMsme 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


GEORGE  MEANY  AND  I 

don't  often  agree,  but  he's  Right  On  when  he  says  the  petition  in  the  marketplace  will  take  care  of  endless  price 

prompt   ending   of   price-wage   controls   will   best   restore  hikes.  There's  such  a  thing  as  pricing  one's  self  out  of  the 

economic  equilibrium.  market,  even  for  such  "essentials"  as  meat. 
As   the   beefers    ( that's   a   pun )    are   discovering,    com-  Don't  phase  out  Phase  4— fold  it  all  together. 


THE   SOUTH'S   ECONOMY 

is  no  longer  the  country's  up-and-coming  one. 

It's  arrived. 

Mebbe  one  day  in  the  future  it  will  be  New  England's 

turn  to  be  rediscovered. 

TO   SAVE   SOME  BROKERS,   WHY   NOT  REVERSE   DIRECTIONS? 

The  idea  isn't  crazy. 


Once  again  the  Securities  &  Exchange  Commission  has 
upped  commissions  on  smaller  stock  transactions.  Eighteen 
months  from  now  though— Apr.  30,  1975— all  fixed  rates 
will  end.  When  all  that  happens— in  just  18  months,  mind 
you— there  will  come  a  sizable  wipeout  of  what  remains 
of  brokerage  businesses. 

Eighteen  months  from  now. 

Not  very  long. 

Especially  if  you're  in  the  business. 

Forbes  strongly  believes  that  healthy  and  viable  bro- 
kerage and  underwriting  firms  are  quite  important  to  the 
survival  of  our  free-enterprise  system.  They  are  the  key 
to  free  enterprise's  most  essential  sinew— capital.  So  may- 
be before  these  18  months  expire,  the  SEC  should  think 
about  totally  reversing  its  present  approach  to  rates. 

Why  not  restore  fixed  rates— of  decent  amounts— on  all 
transactions  over  $300,000?  Maybe  even  on  an  ascending 
scale?  Further,  forbid  institutions,  i.e,  banks,  insurance 
companies,  pension  funds  and  so  forth,  from  end-playing 
the  New  York  Stock  Exchange  and  its  member  firms. 


Arranging  transactions  of  huge  blocks  of  stocks  takes 
far  more  knowledge,  is  far  more  difficult  than  handling 
100-share  transactions.  Often,  the  bigger,  the  tougher;  the 
more  know-how  and,  especially,  the  know-where  required. 

Why  shouldn't  these  great  pools  of  capital  funds  pay 
for  the  mechanism  that  gives  the  market  what  liquidity 
it  still  has?  To  make  the  stock  market  once  again  a  market, 
thousands  of  smaller  investors  must  return  to  the  scene 
of  the  crime,  as  it  were.  If  they  know  the  Big  Deals  and 
Big  Dealers  are  carrying  a  major  portion  of  the  over- 
head, it  should  help  restimulate  their  interest,  their  activity. 

Let  the  big  blocks  carry  a  bigger  hunk  of  the  freight. 

They  can  best  afford  to. 

If  we  are  to  avoid  government  direction  and  control  of 
capital  for  free  enterprise,  we'd  better  preserve  some  of 
our  present  Wall  Street  firms. 

I  fear  current  plans  to  wipe  out  all  fixed  commissions 
in  18  months  are  more  likely  to  kill  many  of  the  patients 
than  cure  them. 


FORBES,    OCTOBER    15,    1973 
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What  follows  is  a  verbatim  transcript  of  an  interview  that 
Peter  Joseph  had  with  MSF  last  year  and  recently  published 
in  a  book.  Good  Times,  An  Oral  History  of  Amenta  in  the 
Nineteen  Sixties.  Quoting  from  the  Good  Times  dust  jacket: 


"The  Nineteen  Sixties  were  years  of  tragedy  and 
trauma  for  America.  But  if  they  were  the  worst 
of  times,  they  were  also,  ironically,  the  best  of 
times— exhilarating,  event-filled,  personality-packed 
years    that   excited    and   enriched   us    as    much    as 


they  sobered  us  and  brought  us  to  the  edge  of 
chaos.  Good  Times  is  a  vibrant  account  of  those 
years— 'a  fantastic  living  tapestry,'  Publishers  Week- 
ly calls  it— told  in  the  words,  gathered  especially 
for  this  book,  of  the  people  who  made  it  happen." 


"...  A  WHOLE  NEW  SET  OF  VALUES" 

It's  simply  that  it's  no  longer  essential  to  grub  for  ma- 


terial things.  The  success  of  capitalism  has  created  such 
a  degree  of  prosperity,  not  just  in  things,  to  where  now 
young  people  don't  have  to  think,  "How  am  I  going  to 
earn  a  living?"  They  can  think,  "How  am  I  going  to 
hve?"  The  economic  pressure  is  oflF  them.  This  is  the 
success  of  capitalism. 

The  whole  purpose  used  to  be  .  .  .  the  thesis  I  was 
taught  in  college  was  that  the  measure  of  a  civihzation 
was  when  people  could  afford  to  be  interested  in  the  arts 
and  finer  things  of  life.  They  didn't  have  to  sweat  for 
their  daily  bread.  Now  the  average  Indian  in  India  today, 
his  total  concentration  is  getting  enough  food  to  stay  aUve. 
In  this  country  the  concern  of  more  young  people— and 
not  just  those  in  college— is  doing  something  they  enjoy 
doing.  They  don't  want  to  be  rich  per  se,  because  what 
the  hell  do  you  do  with  riches  when  you  have  them? 

I  don't  feel  the  feeling  against  capitalism  is  stronger 
than  before.  Remember,  there  have  been  revolutions  since 
the  Industrial  Revolution  against  the  conditions  that  re- 
sult from  capitalism.  Free  enterprise,  which  basically  is 
private  ownership.  In  other  words,  you  can  own  your 
own  home;  it  doesn't  belong  to  the  government.  That  is, 
in  essence,  what  you  mean  by  free  enterprise.  They've 
got  to  realize  that  capitalism  is  an  essential  ingredient  of 
what  we  think  of  as  personal  freedom.  What  they  are 
against  are  abuses  of  an  economic  system  that  is  far  from 
perfect. 

But  when  weighed  against  the  so  far  available  alterna- 
tives, I  think  they  have  to  come  down  and  decide  that  the 
more  truly  liberal,  the  more  truly  liberated  a  person  is, 
the  more  he  will  come  to  realize  that  what  he  wants  is 
to  reform  the  evil,  not  do  away  with  the  system.  Because 
the  alternative  systems  so  far  require  the  Big  Brother 
dictatorial  approach.  Everybody  owns  the  automobile  fac- 
tory, so  there  are  none  in  Russia.  Or  there  might  be  three. 
And  nobody  has  a  car. 

Part  of  the  freedom  that  youth  values  is  to  get  in  and 
go,  to  take  their  own  camper  and  live  in  it  if  they  want, 
instead  of  living  in  New  York  in  their  family's  apartment. 
But  their  freedom  also  relates  to  a  thing  that  we  happen 
to  have  much  of— campers.  The  whole  emphasis  today  is 
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great— that  kids  just  don't  care  about  cars.  That  isn't  the 
big  status  symbol  it  was  in  my  generation.  The  kids  have 
educated  us.  We've  graduated  from  the  big-car  syndrome; 
we  are  more  concerned  with  preserving  a  forest. 

They  don't  have  the  same  set  of  end  values.  They 
want  their  own  lives  to  be  useful.  And  where  it  can  be 
very  useful  now  is  in  these  voluntary  efforts  to  halt  abuses. 
Ralph  Nader  has  got  them  turned  on.  They  feel,  gee, 
this  is  an  avenue  of  achieving  a  better  life  for  more  peo- 
ple. Putting  an  end  to  exploitation,  putting  an  end  to 
the  phoniness  of  business.  And  others  just  want  to  do  their 
own  things:  commune,  or  write,  or  think,  or  just  enjoy. 
But  you  can  get  a  surfeit  of  any  one  of  those.  You  just 
can't  make  a  life  of  total  pure  thought.  You've  just  got  to 
make  the  lean-to,  you've  got  to  make  the  campfire.  The 
young  people  today,  they  don't  measure  success  by  money. 
As  a  matter  of  fact,  the  rich  are  sort  of  looked  down 
on  as  people  who  are  imprisoned  by  their  things.  They're  J 
not  free  to  rove  and  to  roam  and  to  live  and  to  do  what 
they  want  to  do.  They've  introduced  a  whole  new  set  of 
values,  but  that  doesn't  mean  they  want  to  do  away  with 
capitalism.  What  do  you  substitute?  What  do  you  put  in 
its  place?  There  has  to  be  some  way  of  making  things. 
You  know,  you  can't  go  back  to  caveman  days.  There  are 
too  many  people  and  not  enough  caves. 

From  where  I  sit,  it  seems  to  me  youth  are  accomplish- 
ing. They  are  doing  much  to  rectify  the  wrongs  they  are 
concerned  with.  And  tomorrow  there  will  be  other  things 
that  need  rectification.  Like  ecology.  It  has  not  succeeded 
poverty,  but  it's  a  new  concern.  Immensely  important. 
Nobody  gave  it  a  thought  before.  We  were  all  concerned 
with  getting  out  our  magazines,  not  concerned  with  who 
threw  them  where,  and  how  you  get  rid  of  them,  how  they 
got  recycled.  Everything  was  inexhaustible.  It  was  who 
made  the  quickest  buck.  Well,  there's  a  new  awareness. 

This  generation  has  achieved  far  more  than  they  think 
they  have.  They  think  nothing  has  changed.  Changes  have 
been  enormous,  but  the  impact  of  it  isn't  immediately 
visible.  You  know,  if  you  want  to  get  something  done 
today,  and  God,  it  hasn't  been  done  in  six  months,  it's 
the  end  of  the  world!  But  it  isn't.  It's  the  beginning  of 
a  new  world. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Fashions  in  Stocks 

From  The  Billion- 
Dollar  Sure  Thing, 
by  Paul  E.  Erdman 

...  in  the  investment  business  there 
is  no  such  thing  as  lasting  success. 
There  were  merely  high  points— and 
then  nothing.  That's  the  lesson  the  go- 
go  boys  in  the  fund  business,  the  hot- 
shots  in  the  brokerage  game,  and  hot- 
wind  artists  in  the  savings  and  loan 
industiy  would  never  learn.  So  after 
three  or  maybe  five  years,  they  ended 
up  on  the  same  pavement  they  started 
from.  There  is  a  very  definite  cycle 
to  success  in  any  business.  Rosen  was 
convinced  of  this.  It  was  obvious  to 
any  fool  in  industry.  From  the  transis- 
tor to  the  colour  TV  to  fast-back  car 
to  miniskirts.  They  started  as  an  in- 
novation, soared  to  unbelievable 
heights  within  a  short  time,  and  ended 
up  overproduced,  market-saturated, 
and  ordinary.  As  time  progressed,  the 
life  cycles  were  becoming  shorter  and 
shorter  and  shorter,  from  sensational 
birth  to  ignominious  commonplace- 
ness.  The  same  was  true  with  ideas 
in  the  financial  business.  Growth,  hot 
new  issues,  performance— the  gospel 
of  a  bright  new  generation,  the  ob- 
vious solution,  the  modem  way  of 
life— if  one  expected  to  live  for  three 
years.  Capital  preservation,  yield,  in- 


terest—the new  philosophy  of  a  new 
permanent  approach  to  investments. 
Life  expectancy:  two  years.  Interna- 
tional diversification,  natural  re- 
sources, ecology— the  magic  formula 
for  the  next  well-spring  to  eternal  fi- 
nancial success.  Interest  span:  18 
months.  The  problem  was,  as  Stanley 
so  well  knew,  you  had  to  sell  the 
clients  on  something.  And  no  sooner 
were  they  sold,  the  something  was 
passe.  But  if  you  did  not  sell  them, 
somebody  else  right  in  the  middle  of 
the  current  product  cycle  would,  and 
no  more  clients.  A  rat  race. 

Stanley  had,  with  the  rest  of  them, 
tried  them  all  on.  Now  he  was  down 
to  gold,  devaluations,  tax  havens. 
Arabs.  Perhaps  the  shortest  life  cycle 
of  all.  And  for  what? 

Provincialism 

I  have  heard  so  much  silly  brag- 
ging by  Texans  that  I  now  think  it 
would  be  a  blessing  to  themselves— 
and  a  relief  to  others— if  the  braggers 
did  not  know  they  lived  in  Texas.  Yet 
the  time  is  not  likely  to  come  when 
a  human  being  will  not  be  better 
adapted  to  his  environments  by  know- 
ing their  nature;  on  the  other  hand, 
to  study  a  provincial  setting  from  a 
provincial  point  of  view  is  restricting. 
Nobody  should  specialize  on  provin- 
cial writings  before  he  has  the  per- 


spective that  only  a  good  deal  of  good 
literature  and  wide  history  can  give. 
I  think  it  is  more  important  that  a 
dweller  in  the  Southwest  read  the 
trial  and  death  of  Socrates  than  all  the 
books  extant  on  killings  by  Billy  the 
Kid.  I  think  this  dweller  will  fit  his 
land  better  by  understanding  Thomas 
Jefferson's  oath  ("I  have  sworn  upon 
the  altar  of  God  eternal  hostility 
against  every  form  of  tyranny  over 
the  mind  of  man")  than  by  reading 
all  the  books  that  have  been  written 
on  ranch  life  and  people.  There  are 
no  substitutes  for  nobility,  beauty, 
and  wisdom.  One  of  the  chief  im- 
pediments to  amplitude  and  intellec- 
tual freedom  is  provincial  inbreeding, 
I  am  sorry  to  see  writings  of  the 
Southwest  substituted  for  noble  and 
beautiful  and  wise  literature  to  which 
all  people  everywhere  are  inheritors. 

—J.  Frank  Dobie's  Guide  to 
Life  and  Literature  of  the  Southwest. 

Ballooning 

To  fly  by  balloon  is  to  experience 
a  great  privilege.  Nothing  is  quite  the 
same  again.  It  is  a  destiny  without  a 
destination.  It  is  pointlessness  which 
gives  great  purpose.  It  is  enchanting. 
It  is  funny.  It  is  supreme.  It  cannot 
last  and  yet  it  endures. 

—Anthony  Smith, 
The  Story  of  a  Balloon. 


Many  economists  point  to  the 
early  1960s  as  the  beau  ideal  for 
the  nation's  economy. 

During  those  years,  the  U.S. 
seemed  to  have  the  best  of  all 
worlds:  a  low  rate  of  inflation,  ris- 
ing profits,  rising  productivity,  ris- 
ing wages,  a  low  unemployment 
rate,  a  healthy  trade  balance. 

Then  came  the  Vietnam  war  and 
things'  seemed  to  fall  apart.  If  one 
problem  was  righted,  another 
popped  up:  bvugeoning  inflation,  a 
recession,  economic  controls,  a  de- 
valuing dollar,  food  shortages,  an 
overheated  economy  and  now  talk 
of  a  recession  next  year. 

So  much  for  guns  and  butter. 

Can  the  economic  Humpty 
Dumpty  of  1961-65  be  put  back 
together  again?  Probably  not. 

Those  halcyon  years  of  smooth 
economic  sailing  are  over,  not  be- 
cause politicians,  economists  and 
businessmen  are  less  able  now  than 


JGOODBYE  TO  ALL  THAT 

they  were  then,  but  because  the 
world  is  a  very  different  place. 

Take  inflation.  A  return  to  the  low 
inflationary  rates  of  the  early  Six- 
ties is  impossible.  One  reason  is  the 
composition  of  our  labor  force. 

In  the  late  Sixties  the  labor  mar- 
ket was  flooded  by  unskilled  post- 
World  War  II  babies  and  equally 
unskflled  housewives.  Today,  there 
are  not  enough  jobs  for  the  un- 
skilled. As  William  Fellner,  Presi- 
dent Nixon's  nominee  for  the  Coun- 
cfl  of  Economic  Advisers,  impolit- 
ically  put  it,  "Fewer  of  the  unem- 
ployed [are]  persons  with  the  skills 
that  are  most  in  demand.  This  rel- 
ative shortage  of  skilled  workers 
will  tend  to  push  up  wage  rates 
and  add  to  inflationary  pressures." 

In  short,  you  might  have  low 
unemployment  or  low  inflation. 
Not  both. 

In  the  meantime  too,  the  U.S. 
has     become      a     service-oriented 


economy.  But  how  do  you  get  wait- 
resses to  wait  on  more  tables  or 
motel  maids  to  make  more  beds? 
All  this  reduces  productivity  gains 
that  manufacturing  contributes. 

The  U.S.  economy  today,  more- 
over, is  more  affected  by  what 
happens  overseas.  With  Japan  and 
Western  Europe  having  their  own 
booms,  is  it  any  wonder  prices  for 
raw  materials  skyrocket?  Or  take 
the  international  monetary  mess. 
With  so  many  dollars  in  foreign 
hands,  monetary  crises  can  occur 
regardless  of  U.S.  economic  policy 
or  even  trade  balance. 

Thanks  to  circumstance,  the 
"good  old  days"  of  the  early  1960s 
are  gone,  and  no  economic  policy 
can  bring  them  back.  To  think  that 
we  can,  can  only  compound  our 
problems  and  disappointments. 

We'll  all  be  better  off  leaving  the 
nostalgia  to  the  young  and  the 
retired.  —M.S.  Forbes  Jr. 
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"Sure,  there  are  ups  and  downs 
to  this  domestic  market.  There 
probably  always  will  be.  But,  Bill, 
we've  got  to  help  people  think  bigger 
than  that.  Why,  every  couple  of 
years,  the  whole  world  simply 
doesn't  stop  building." 

"That's  just  the  point,  Harry. 
When  they  stop  putting  up  shopping 
centers  in  Kansas  City,  they're 
starting  on  new  homes  in  Tokyo, 
then  office  buildings  in  Amsterdam. 
The  fact  is,  markets  change.  But 


they  never  disappear." 

"No  even  in  1974,  Bill.  All  it  takes 
is  a  company  that  knows  how  to  use   ' 
the  counterweight.  Now,  we  were 
aggressive  in  overseas  trade  this 
year.  And  we  profited.  But  next  year 
it's  really  going  to  pay  off.  In 
lumber,  cants  and  pulp."  , 

"True.  And  one  of  the  reasons  is 
the  location  of  our  resources.  Others 
may  have  modern,  efficient  plants. 
But  we've  got  many  plants  next  to 
substantial  timber  supplies  and 


deep  water  ports.  That  gives  us  the 
flexibility  to  pick  and  choose  our 
markets.  You  know,  Harry,  with  all 
we've  got  going  for  us,  Louisiana- 
Pacific  is  just  liable  to  turn  into  the 
number  one  company  in  forest 
products." 

"But  we'll  never  be  just  another 
lumbering  giant." 

^W  Louisiana-Pacific 

Louisiana-Pacific  / 1300  S.W.  Fifth  Avenue 
Portland,  Oregon  97201  /NYSE  Symbol:  LPX 


"If  anybody  thinks 

we  can't  make  money  in  forest  products 
year  in  and  year  out,  he's  got 
another  think  coming." 
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How  MGIC  Lost  /ts  Magic 


Max  Karl's  specialty  is  pulling  rabbits  out 
of  hats.  But  he's  running  out  of  rabbits. 


One  by  one  they  have  been  coming 
down  to  earth,  the  high-flying  stocks 
with  httle  visible  means  of  support 
except  for  a  rather  slender  thread  of 
earnings  gains.  Would  Milwaukee's 
magic  MGIC  be  next?  From  a  high 
of  neaily  100  a  share  early  this  year, 
MGIC  was  down  below  50  early  this 
month. 

MGIC  was  one  of  those  magic 
stocks.  Morgan  Guaranty  Trust,  for  ex- 
ample, loves  it.  MGIC  ranks  on  the 
Vickers  list  of  the  top  50  institutional 
holdings  in  the  same  class  as  such 
stocks  as  Aetna,  Kresge  and  Sears. 
MGIC  stock,  which  had  sold  for  as 
low  as  $1.62  on  the  present  shares 
as  recently  as  1966,  made  a  good 
many  people  rich.  Founder  and  Presi- 
dent Max  H.  Karl,  a  Milwaukee  law- 
yer, held  MGIC  stock  worth  almost 
$40  million  earlier  this  year. 

Who  Cares? 

On  the  way  up,  there  had  been 
a  scandal  or  two,  not  the  least  of 
which  involved  Bobby  Baker  as  an 
early  stockholder,  but  who  cared 
about  scandals  when  Max  Karl  kept 
coming  up  with  new  ideas  and  when* 
a  $250,000  grubstake  was  growing 
into  a  $2-billion  stock? 

Whenever  the  going  got  tough,  Karl 
always  came  up  with  a  new  rabbit 
from  his  hat.  At  first,  savings-&-loan 
leaders  thought  his  insurance  unneces- 
sary, but  he  put  several  of  them  on 
his  board  and  ultimately  won  the 
industry  over.  When  they  grew  restive, 
he  offered  the  S&Ls  liability  insurance 
against '  possible  lawsuits.  When 
MGIC  ^premium  income  flattened  in 
the  1970  money  crunch  and  home 
building  slumped,  Karl  bought  two 
Florida  developers  and  began  to  show 
earnings  from  land  sales.  When  mo- 
bile homes  looked  like  the  housing  of 
the  future,  he  pushed  into  mobile 
home  mortgage  insurance.  The  lease 
guarantee  division  needed  a  new  lift. 
He  took  control  of  Firstmark  Corp., 
a  medium-sized  leasing  company. 

Last  year  MGIC  wrote  a  record 
\'olume  of  insurance,  mainly  on  low 
down-payment  but  high-risk  loans 
made  possible  by  the  Emergency 
Home  Finance  Act  of  1970.  (A  MGIC 
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officer.  Jay  Janis,  had  been  at  HUD 
from  1966  to  1969  as  executive  as- 
sistant to  Secretary  Robert  Weaver 
when  the  act  was  being  shaped. )  Up 
went  the  stock.  It  began  1972  in  the 
40s  on  the  present  stock,  an  alltime 
high,  that  soared  to  end  the  year  just 
short  of  100. 

Beneath  the  surface,  however,  prob- 
lems were  growing.  New  competitors 
began  to  threaten  MGIC's  63%  market 
share  in  mortgage  insurance.  The  new- 
est, PMI  Investment  Corp.  headed 
by  Preston  Martin,  former  chairman 
of  the  Federal  Home  Loan  Bank 
Board,  has  just  been  bought  by  Sears' 
Allstate  Insurance  subsidiary.  Now, 
Karl  will  face  big-time  competition. 

Karl  reacted  with  another  new  wrin- 
kle, MGIC  Mortgage  Corp.  or  Maggie 
Mae.  Karl  designed  it  to  go  after  the 
secondary  mortgage  market  domin- 
ated for  34  years  by  the  Federal  Na- 
tional Mortgage  Association  (Fannie 
Mae),  and  he  hired  away  Fannie 
Mae's  executive  vice  president,  Wil- 
liam B.  Ross,  to  run  it.  Like  Fannie 
Mae,  Maggie  Mae  would  borrow  on 
the  short-term  money  market  and  lend 
long  term  in  mortgages. 

Maggie  made  a  penny  a  share  last 
year,  but  this  year,  alas,  she  has  fallen 
on  hard  times.  In  an  interview  with 


Merlin?  Max  Karl  seemed  to  have 

a  knack  from  the  earliest  days  of  MGIC 

when  he  got  a  special  tax  break  for 

his  contingency  reserves  through  Congress 


Forbes  last  April,  Karl  was  saying 
that  interest  rates  would  move  up  in 
1973  "only  a  fraction,  probably  no 
more  than  a  quarter  percent."  Wishful 
thinking,  as  it  turned  out.  In  fact, 
rates  have  moved  up  3%  since  the 
spring.  Soon  short-term  bank  money 
was  beginning  to  cost  Maggie  Mae 
more  than  she  could  realize  from  the 
mortgages  in  her  portfolio.  Mortgage 
bankers  who  had  plunked  down  com- 
mitment fees  pressed  Maggie  to  buy. 


Karl  found  himself  with  $286  million 
in  mortgages  already  in  his  bag,  and 
another  $268  million  committed.  To 
sell  them  would  mean  horrendous  cap- 
ital losses.  To  hold  them  would  mean 
losing  money  from  the  imfavorable 
spread  of  interest  rates. 

Maggie  Mae  was  paying  as  high 
as  9.66%  on  $158  million  in  loans 
from  a  consortium  led  by  First  Na- 
tional City  Bank.  Its  mortgage  port- 
folio was  yielding  only  7.7%. 

To  bail  itself  out,  Maggie  Mae  in 
July  filed  for  its  own  offering  of  $100 
million  in  capital  tnist  notes.  Karl 
said  he'd  rely  on  underwriters  Gold- 
man, Sachs  and  Robert  W.  Baird  to 
raise  another  $100  million  by  selling 
convertible  subordinated  debentures. 
But  when  the  book-length  prospectus 
for  the  new  issue  arrived  last  month, 
it  also  contained  data  on  an  extra 
$100  million  in  sinking  fund  deben- 
tures. If  the  SEC  approves  the  capital 
notes,  MGIC  would  go  to  the  well 
all  told  for  $300  million-when  its 
equity  capital  was  only  $200  million. 
And  all  to  bail  out  Maggie  Mae. 

"You  can  bet  those  bank  money 
managers  were  surprised,"  says  an 
analyst  who  has  followed  MGIC 
closely.  They  are  being  asked  to  be 
MGIC  investors  all  over  again,  and  the 
choice  is  hard.  For  they  may  end  up 
with  debentures  paying  8.25%  but 
financing  a  mortgage  portfolio  that's 
paying  only  7.7%,  some  50  basis  points 
less.  Not  a  fascinating  negative  spread. 

Indications  are  that  both  issues 
will  be  taken  up  in  the  market.  Who 
are  the  buyers?  Two  investment  men 
close  to  the  situation  say  that  many 
of  the  bond  buyers  are  also  big  hold- 
ers of  the  stock.  The  implication  is 
that  they  are  taking  up  the  bonds  to 
keep  the  stock  from  collapsing— which 
would  likely  happen  should  the  fi- 
nancing fail. 

Is  MGIC,  then,  a  bubble  or  for 
real?  In  a  recent  interview  with 
Forbes,  Karl  appeared  nervous  but 
undismayed.  He  spoke  glibly  of  "lia- 
bility management."  Said  he:  "This  is 
just  a  case  of  dealing  with  the  cycles 
of  tight  money." 

The  problems,  however,  may  be 
deeper  than  that.  Take  the  mobile 
home  insurance  division.  Competitors 
of  MGICs,  including  the  No.  Two 
firm  in  the  field,  CMI  of  Madison, 
Wis.,  have  done  well  insuring  mobile 
home  contracts.  But  MGIC  has  had 
bad  luck  with  the  service  companies 
it  depended  on  to  do  the  actual  selling 
of  the  insurance.  It  is  stuck  with 
2,484  foreclosed  mobile  homes  to  re- 
sell. "We  are  fast  restructuring  the  mo- 
bile home  division,"  says  John  J.  Mc- 
Cormack,  financial  vice  president. 

MGICs  biggest  source  of  reported 
earnings,  after  insurance,  has  been  real 


estate  sales.  Its  two  Florida  firms, 
Janis  Properties  and  LaMonte-Shim- 
berg,  were  once  builders,  but  have 
turned  to  builder-land  sales.  MGIC  ' 
sometimes  finances  new  projects.  And 
sales  were  up  some  30%  in  the  first 
half  of  1973.  But  MGICs  gains  de- 
pended heavily  on  real  estate  account- 
ing. "It  appears  a  good  part  of  the 
real  estate  sales  is  paper,"  says  Ken- 
neth Campbell  of  Audit  Investment 
Research,  Inc.,  a  realty  research  firm. 

Enter  Disney 

Disney  World  was  coming  in  and 
Florida  land  was  hot  when  MGIC 
arrived  in  1970.  How  is  it  now?  Ber- 
nard Janis,  developer  of  MGICs  big- 
gest property,  20,000-acre  Kendale 
Lakes  near  Miami,  says  he  doesn't  ex- 
pect to  book  any  more  sales  this  year. 
That  could  be  because  demand  is 
drying  up,  or  because  MGIC  wants 
to  keep  intact  what  remaining  land 
inventory  is  left  until  1974-75,  when 
Karl  will  be  in  even  greater  need  of 
real  estate  earnings.  Meanwhile,  over 
in  Tampa,  Mandell  Shimberg  says 
he's  waiting  for  a  shopping-center  deal 
to  come  through,  he  also  has  an  op- 
tion to  buy  5,000  acres. 

Near  Santa  Barbara,  Calif.,  MGIC 
has  the  14,000-acre  Hollister  Ranch. 
MGIC  had  lent  the  prior  owner, 
Great  Southwest  Coip.,  $20  million 
and  then  picked  up  the  ranch  from 
the  former  Penn  Central  subsidiary  a 
day  before  the  big  railroad  went  into 
bankruptcy.  But  since  revenues  there 
are  being  booked  on  a  cost-recovery 
basis,  no  profits  have  yet  shown  up. 

Despite  the  hassle  with  Maggie 
Mae,  Karl  sticks  to  his  belief  MGIC 
will  report  at  least  $1.92  a  share  this 
year,  up  nicely  from  last  year's  $1.28. 


Did  Success  Spoil?  ■= 

Max  Karl  built  MGIC  (nee  Mort- 
gage Guaranty  Insurance  Corp.)  on 
an  idea  so  simple  that  no  one  else 
thought  of  doing  it.  He  would  insure 
holders  of  low  down-payment  mort- 
gages against  loss.  When  MGIC 
started  in  1957  the  only  sources  of 
such  insurance  were  the  FHA  and 
the  Veterans  Administration. 

FHA  insured  the  full  value  of  the 
mortgage;  there  were  months  of  red 
tape.  MGIC  took  a  different  tack;  it 
would  ensure  only  the  first  20%  and 
therefore  could  sell  insurance  much 
cheaper  than  FHA.  Also  MGIC  could 
move  a  good  deal  quicker.  Karl  had 
no  competition  at  the  time  from  con- 
ventional insurance  companies;  they 
still  remembered  the  foreclosures  of 
the  Great  Depression. 

Max  Karl  saw  clearly  what  the 
others  should  have  seen,  but  didn't. 


"Only  a  prolonged  decline  will  af- 
fect our  earnings,"  says  Karl. 

One  analyst,  Harvey  H.  Bundy  of 
William  Blair  &  Co.  in  Chicago,  who 
follows  the  pri\ate  mortgage  insurance 
industry  closely,  believes  the  decline 
may  well  last  longer  than  Karl  thinks. 
MGICs  \olume  of  insurance  written 
could  be  squeezed  severely  if  the 
movement  of  deposits  out  of  S&Ls 
<  keeps  mortgages  tight  for  some  time. 
And  MGIC,  Bundy  feels,  is  more  vul- 
nerable than  other  PMI  firms  in  such 
an  environment  because  of  Maggie 
Mae's  needs,  the  effect  of  tight  money 
on  its  Florida  realty  firms  and  troubles 
in  the  mobile  home  division. 

MGICs  future  contains  some  very 
big  unknowns.  This  year's  earnings 
gain  will  come  largely  from  business 
i.lready  in  the  pipeline;  new  mort- 
gage applications  have  dropped  b\ 
half  recently,  and  MGIC  must  be 
hurting  in  new  business.  When  busi- 
ness does  pick  up  again,  MGIC  will  be 
feeling  the  effects  of  the  competition 
from  such  newcomers  as  Sears'  PMI 
and  perhaps  bank  holding  companies 
which  want  to  come  into  the  field. 

The  financing  apparently  success- 
fully floated,  MGIC  appears  to  ha\e 
surmounted  its  immediate  crisis. 

But  the  latest  money  raising  has 
about  exhausted  MGICs  capacity  for 
long-term  bonowing.  Its  basic  busi- 
ness has  mn  into  a  growth  ceiling.  Its 
diversification  moves  have  been  less 
than  successful. 

Financing  or  no,  the  question  re- 
mains: How  much  longer  can  MGIC 
maintain  a  market  value  of  $1.3  billion 
as  against  less  than  $200  million  in 
equity  capital?  One  more  of  the  high- 
flyers of  the  Sixties  may  be  about 
ready  to  come  back  to  earth.  ■ 


That,  thanks  to  inflation  and  to  the 
unlikelihood  of  a  major  depression, 
home  mortgages  had  become  quite 
safe.  What  with  a  10%  down  payment 
and  20%  insurance  coverage,  the  lend- 
er was  safe  against  almost  any  ri.sk. 

MGIC  was  an  overnight  success. 
Its  loss  ratio  is  now  barely  5%  of  pre- 
miums earned.  In  the  past  ten  years 
its  reported  net  income  has  climbed 
from  $1.5  million  to  about  $28  million. 

But  perhaps  success  went  to  Max 
Karl's  head.  Perhaps  he  was  intoxi- 
cated by  the  heady  price/ earnings  ra- 
tio that  institutional  and  .shareowners 
bestowed  on  MGICs  stock.  He  and 
his  son-in-law,  MGIC  Executive  \kc 
President  Gerald  L.  Friedman,  began 
to  think  that  the  real  estate  field  was 
their  oyster.  They  became  badly  o\'er- 
extended  when  Karl  guessed  wrong 
on  interest  rates  this  year. 
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Marriage,  Anyone? 


Harry  Gray  seems  to  feel  that  getting  married 
is  a  good  antidote  for  the  glitches. 


A  GLITCH  is  what  aerospace  men  call 
those  unexpected  things  that  go  wrong 
in  even  the  best-planned  ventures. 
Glitches  are,  of  course,  a  space-and- 
jet  version  of  the  gremlin  of  World 
War  II.  Right  now  Hartford,  Conn.'s 
giant  United  Aircraft  Corp.  (1972 
sales:  $2  billion)  is  very  much  in 
Glitchville.  Its  technical  troubles  with 
its  Pratt  &  Whitney  F-lOO  engine  are 
well  publicized;  as  a  result  the  Mc- 
Donnell Douglas  F-15  Air  Force  super- 
fighter  program  is  six  months  behind 
schedule.  The  delays  may  cost  50  or- 
ders from  the  Shah  of  Iran.  The  Shah 
wants  F-15s,  but  he  wants  them  fast. 
If  he  can't  get  them  fast  enough  he 
may  step  up  orders  for  F-14s  instead. 

Things  are  even  glitchier  with  Pratt 
&  Whitney's  F-401.  This  modification 
of  the  F-lOO  is  intended  to  power  the 
Navy's  F-14B.  The  F-401  keeps  blow- 
ing up  its  compressors  during  tests, 
and  the  Navy  has  halted  production 
on  its  modified  version  indefinitely. 

Glitches  are  small  things.  They  are 
annoying.  Rarely  are  they  lethal.  The 
fact  is  that  for  all  its  problems  United 
Aircraft  is  a  healthy  company.  In 
spite  of  defense  cutbacks  and  confu- 
sion in  the  commercial  aircraft  busi- 
ness. United  has  had  only  one  recent 
losing  year.  That  was  in  1971  when 
it  had  to  write  off  $137  million  in 
development  cost  on  the  JT9D  engine 
for  Boeing's  747.  Even  this  mammoth 
write-off  did  not  badly  disturb  United's. 
equilibrium.  The  regular  $1.80  divi- 
dend was  not  interrupted.  The  year 
after  the  write-off.  United  paid  off 
$250  million  in  short-term  debt.  The 
company  has  a  solid  base  in  equity 
capital  of  $500  million.  It  has  an  easi- 
ly manageable  long-term  debt,  most 
of  it  in  low-interest  debentures  which 
are  convertible  into  common  stock  at 
prices  way  above  the  present  market. 
Earnings  this  year  could  come  close 
to  $5  ^  share— a  return  of  11%  on 
stockholders'  equity. 

United,  through  its  Pratt  &  Whitney 
division,  remains  the  world's  largest 
manufacturer  of  aircraft  engines.  It 
powers  just  about  everything  that 
flies  for  the  Pentagon  and  a  substan- 
tial portion  of  the  world's  commercial 
jets  as  well. 

United's  F-lOO  looks  like  it  will 
eventually  become  the  profitable  suc- 
cessor to  the  profitable  TF-30,  which 
powers  both  the  F-111  and  the 
F-14A.  The  Pentagon  has  ordered 
328  of  the  new  engines  as  power 
plant  for  the  F-15.  The  price  tag  is 


close  to  $500  million,  and  they  are  to 
be  delivered  between  November  1974 
and  April  1976.  Once  the  glitches 
are  out— nearly  everyone  agrees  the 
F-lOO  is  a  good  engine— it  promises  to 
be  an  excellent  moneymaker. 

So,  what's  a  glitch  or  two? 

The  answer  is  that  the  stakes  are 
getting  higher  and  higher  in  the 
aerospace  business,  and  the  glitches 
are  getting  dangerous.  United  is  still 
on  top,  but  General  Electric  is  breath- 
ing down  its  neck,  Rolls-Royce  is  still 
extant  and  the  Europeans  are  in- 
creasingly active. 

United  Aircraft  has  two  major 
projects  under  way  right  now  for  the 
future.  Without  these.  United 
wouldn't  have  much  of  a  future:  with 


s      /  // 


•-IF'fl®®'  llMm ". 


ditches  are  the  reincarnation  of 
World  War  It's  gremlins.  A  lot  of 
glitches  work  at  United  Aircraft. 

them  it  faces  an  alarming  bill  for  re- 
search and  development. 
The  two  major  projects  are: 

•  An  industrial-sized  electric  turbine 
which  will  put  United  Aircraft  diiect- 
ly  into  the  commercial  generator  field, 
in  competition  with  General  Electric 
and  Westinghouse. 

•  The  smokeless,  quiet  "ten-ton"  en- 
gine intended  for  use  in  Boeing's 
projected  7X7  (Forbes,  Aug.  15). 

The  combined  R&D  bill  for  these 
two  projects  could  run  as  high  as 
$600  million— all  of  which  must  be 
spent  before  any  profits  can  flow  in. 

Meanwhile,  United's  Sikorsky  Heli- 
copter division  is  in  a  major  race 
with  Boeing  to  build  a  tactical  heli- 
copter for  the  Army  capable  of  lift- 
ing a  squad  of  11  men.  The  ultimate 
contract  should  be  worth  $1.5  billion. 
The  Pentagon  is  paying  United  to 
build  a  prototype  (it  is  paying  Boeing, 
too),  and  both  firms  expect  to  lose 
heavily  on  the  prototypes. 


Healthy  as  it  is,  can  United  carry 
this  load-all  this  R&D  plus  the  de- 
lays on  the  existing  programs? 

The  answer  is  that  United  needs 
help.  That  is  almost  certainly  why, 
when  the  board  picked  a  new  boss 
last  year,  it  called  in  a  well-known 
corporate  trouble-shooter,  Harry  Gray, 
former  executive  vice  president  of 
Litton  Industries. 

It  almost  certainly  explains  as  well 
why  United  Aircraft  and  the  Signal 
Cos.  were  talking  merger  recently. 
Before  the  merger  talks  finally  fell 
through,  Harry  Gray  quipped  that  he 
wanted  the  merger  because  he  ad- 
mired Signal's  Mack  Truck  division. 
However,  nobody  thinks  that  Gray 
came  to  United  to  turn  it  into  a  con- 
glomerate. The  more  probable  expla- 
nation lies  on  the  balance  sheet  rath- 
er than  in  product  lines:  In  addition 
to  rising  earnings.  Signal  has  a  hand- 
some cash  flow  from  depreciation. 
What  United  needs  most  is  money. 

"United  wanted  Signal  so  badly," 
says  an  analyst  who  closely  follows 
the  situation,  "that  they  were  willing 
to  take  a  lousy  deal  in  order  to  get  it. 

"When  you  added  it  all  up,"  the 
analyst  said,  "there  would  have  been 
31  million  shares  in  the  combined 
companies,  and  the  United  stockhold- 
ers would  have  had  only  14  million 
of  them."  In  short,  though  the  two 
companies  had  comparable  earnings. 
Signal  would  have  ended  up  with  a 
much  bigger  chunk  of  the  combined 
companies. 

Why  did  the  deal  fall  through? 
A  glitch  again,  apparently.  The  two 
sides  reportedly  were  unable  to  get 
together  on  what  Signal's  still  un- 
tapped North  Sea  oil  finds  were  worth. 

So,  for  the  moment.  United  Aircraft 
is  going  it  alone  again. 

Can  United  go  it  alone?  The 
chances  are  fair  that  it  can.  Its  de- 
preciation is  now  a  healthy  $75  mil- 
lion a  year,  its  earnings  better  than 
$50  million.  If  management  were 
willing  to  divert  the  entire  cash  flow 
into  R&D,  it  could  probably  handle 
everything  that  lies  ahead.  But  this 
might  mean  a  di'.  idend  cut,  a  soaring 
figure  for  capitalized  R&D  and  a  pos- 
sible severe  cut  into  earnings. 

United  has  a  great  deal  going  for 
it.  But  it  needs  a  breathing  space  to 
shape  up  the  F-lOO  so  that  United's 
profits  will  be  assured  into  the  imme- 
diate future.  Then  it  can  concentrate 
on  its  big  programs  for  the  late  1970s. 
How  will  Harry  Gray  provide  this 
breathing  space?  Will  he  find  another 
merger  partner  for  United?  Will  he 
tighten  his  belt  and  try  going  it  alone? 
All  good  questions,  but  Harry  Gray 
is  remaining  determinedly  quiet. 
Probably  even  Gray  and  his  board 
don't  yet  know  the  answers.   ■ 
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The  Mliddle  Tier 


Everyone  talks  about  a  "two-tier" 
stock  market  these  days:  fewer  than 
100  institutional  favorites  at  from 
30  to  50  times  earnings  and  even 
higher;  the  majority  of  stocks  lan- 
guishing below  10  titnes  earnings. 

Yet  there  is,  as  Transamerica  Chair- 
man John  Beckett  recently  pointed 
out,  a  middle  tier  as  well.  These 
stocks  are  not  in  the  doghouse;  but 
neither  do  their  price/ earnings  mul- 
tiples put  wild  premiums  on  theii" 


growth  prospects.  Many  of  these  are 
solid  growers.  Some  thoughtful  in- 
vestment men  think  that  this  middle- 
tier  group  may  be  the  prime  bene- 
ficiary if  we  get  a  new  bull  market; 
that  investors  will  shun  the  first  tier 
as  too  rich  and  the  bottom  tier  as 
too  risky. 

Using  a  range  of  12  to  20  times, 
Forbes  statisticians  have  compiled  a 
list  of  nearly  100  stocks  listed  on 
the  New  York  Stock  Exchange.  Our 


requirements  to  make  the  list  were 
quite  stiff.  A  company  had  to  show 
a  five-year  average  return  on  stock- 
holders' equity  of  at  least  10^  as 
measured  in  Forbes'  Annual  Report 
<  on  American  Industry.  It  had  to 
have  a  price/ earnings  ratio  of  at 
least  12— indicating  that  it  was  not 
entirely  out  of  investment  favor;  its 
P/E  had  to  be  less  than  21— indicat- 
ing that  the  stock  was  not  priced  in 
the  stratosphere.  ■ 


Latest 

Indicated 

12-Month 

Price/ 

Annual 

5-Year 

Recent 

Earnings 

Earnings 

Dividend 

Return  on 

1973 

Company 

Price 

Per  Share 

Ratio 

Rate 

Yield 

Equity 

Price  Range 

American  Broadcasting 

313/4 

$2.49 

12.8 

$0.64 

2.0% 

10.5% 

33V8-21 

Beatrice  Foods 

24 

1.47 

16.3 

0.62 

2.6 

16.2 

301/4-191/4 

Bristol-Myers 

59% 

2.88 

20.7 

1.32 

2.2 

21.3 

713/4-533/4 

Broadway-Hale 

33  V2 

1.98 

16.9 

0.80 

2.4 

11.8 

431/8-263/4 

Campbell  Soup 

29 

2.36 

12.3 

1.18 

4.1 

12.8 

35     -271/4 

Carrier 

24% 

1.52 

16.2 

0.52 

2.1 

10.8 

301/4 -I81/4 

Caterpillar  Tractor 

673/4 

4.13 

16.4 

1.50 

2.2 

15.9 

70% -535/8 

Centex 

18 

1.06 

17.0 

0.12 

0.7 

38.9 

283/4-10 

Central  &  South  West 

21 V4 

1.64 

13.0 

1.08 

5.1 

12.3 

233/4-191/4 

Central  Tel.  &  Utilities 

23  V2 

1.79 

13.1 

1.06 

4.5 

15.4 

25     -203/8 

Champion  Spark  Plug 

19V4 

1.14 

16.9 

0.52 

2.7 

21.3 

20     -121/4 

Chase  Manhattan 

593/8 

4.88 

12.2 

2.00 

3.4 

11.1 

6O1/4-4I1/2 

Clark  Equipment 

513/4 

3.74 

13.8 

1.52 

2.9 

15.7 

55     -40 

Combustion  Engineering 

803/8 

3.88 

20.7 

1.51 

1.9 

12.0 

81^8-493/8 

Continental  Telephone 

22  y2 

1.72 

13.1 

0.92 

4.1 

13.7 

25^8-187/8 

Crown  Cork  &  Seal 

26V4 

1.71 

15.4 

None 



15.6 

271/8-201/8 

Cummins  Engine 

49 

3.17 

15.5 

0.92 

1.9 

12.2 

597/8-291/4 

Delta  Air  Lines 

52  V2 

3.32 

15.8 

0.60 

1.1 

16.9 

683/8-423/8 

Dillon  Companies 

33  V4 

2.05 

16.2 

1.00 

3.0 

18.6 

393/8-251/4 

R.R.  Donnelley  &  Sons 

26  V2 

1.47 

18.0 

0.48 

1.8 

10.4 

261/2 -173/4 

Dresser  Industries 

49 

3.11 

15.8 

1.40 

2.9 

11.6 

507/8-333/8 

E.  l.duPont 

1721/4 

10.23 

16.8 

5.45 

3.2 

14.5 

188     -1531/4 

Eastern  Gas  &  Fuel 

18 

1.46 

12.3 

None 

— 

10.9 

30     -141/8 

Engelhard  Min.  &  Chem. 

21 V2 

1.58 

13.6 

0.43 

2.0 

17.7 

273/4-15 

Federated  Dept.  Stores 

443/8 

2.62 

16.9 

1.08 

2.4 

13.6 

57     -351/2 

First  Chicago  Corp. 

69 1/4 

4.18 

16.6 

1.62 

2.3 

10.8 

701/4-493/4 

Florida  Power  &  Light 

36  V4 

2.86 

12.7 

1.22 

3.4 

12.1 

403/8-321/2 

Genl.  American  Trans. 

535/8 

3.57 

15.0 

1.80 

3.4 

11.8 

535/8-381/8 

General  Electric 

63  V2 

3.05 

20.8 

1.60 

2.5 

16.0 

757/8-55 

Georgia-Pacific 

383/4 

2.72 

14.2 

0.80 

2.1 

14.3 

395/8-30 

Harris-lnlortype 

341/4 

2.60 

13.2 

1.12 

3.3 

12.0 

491/4-241/2 

H.J.  Heinz 

483/4 

3.19 

15.3 

1.08 

2.2 

11.4 

49     -371/4 

Hercules 

377/8 

1.97 

19.2 

0.80 

2.1 

13.1 

381/4-281/2 

Hobart  Manufacturing 

30% 

1.93 

15.9 

0.72 

2.4 

15.3 

38     -251/4 

Holiday  Inns 

22 

1.47 

15.0 

0.30 

1.4 

14.6 

427/8-1 6  7/e 

Household  Finance 

293/8 

2.44 

12.0 

0.90 

3.1 

16.5 

355/8-21 

Houston  Light  &  Power 

423/4 

2.80 

15.3 

1.40 

3.3 

14.2 

51 1/4  -36 

Houston  Natural  Gas 

26 

1.61 

16.1 

0.50 

1.9 

14.2 

34     -201/4 

Ingersoll-Rand 

73% 

4.51 

16.3 

2.16 

2.9 

15.9 

735/8-51 

International  Nickel 

333/4 

2.06 

16.4 

1.00 

3.0 

13.4 

36V8-27 

— ^ 
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Company 


Recent 
Price 


Latest 

12-Month 

Earnings 

Per  Share 


Price/ 

Earnings 

Ratio 


Indicated 

Annual 

Dividend 

Rate 


Yield 


5-Year 

Return  on 

Equity 


lU  international 

Kaufman  &  Broad 

Kellogg 

Knight  Newspapers 

Kraftco 


27V8 
28V8 
14% 
39  V2 
46% 


$2.07 
1.39 
0.87 
2.13 
3.71 


13.1 
20.2 
17.1 
18.5 
12.6 


$0.75 
0.12 
0.54 
0.32 
1.77 


2.8% 

0.4 

3.6 

0.8 

3.8 


Merrill  Lynch 
Miles  Laboratories 
|.  P.  Morgan 
Nabisco 
Newmont  Mining 


19 

423/8 

69  Va 
453/4 
333/8 


1.29 
3.10 
3.63 
3.52 
2.45 


14.7 
13.7 
19.0 
13.0 
13.6 


0.56 
1.28 
1.46 
2.30 
1.04 


2.9 
3.0 
2.1 
5.0 
3.1 


Pillsbury 
Quaker  Oats 
Ralston  Purina 
Richardson-Merrell 
Riviana  Foods 


513/4 

38  V2 
43 

663/8 

233/4 


4.29 
2.04 
2.18 
3.50 
1.57 


12.1 
18.9 
19.7 
19.0 
15.1 


1.64 
0.76 
0.75 
1.16 
0.86 


3.2 
2.0 
1.7 
1.7 
3.6 


Signode 

Skaggs  Companies 

SmithKline 

Southland 

Sperry  Rand 


501/4 

17V4 

543/4 
177/8 
53^/8 


2.79 
1.17 
3.43 
1.36 
2.78 


18.0 
14.7 
15.1 
13.1 
19.1 


0.90 
0.40 
2.00 
0.24 
0.66 


1.8 
2.3 
3.9 
1.3 
1.2 


Standard  Brands 
Standard  Oil  (Indiana) 
Stanley  Works 
Sybron 
Tandy 


513/4 
88V2 

37  V2 
28^8 
255/8 


3.35 
6.15 
2.85 
1.78 
1.76 


15.4 
14.4 
13.2 
16.2 
14.6 


1.73 
2.68 
0.96 
0.72 
None 


3.3 
3.0 
2.6 
2.5 


Westinghouse 
Weyerhaeuser 
Whirlpool 

Williams  Companies 
Winn-Dixie  Stores 


353/4 

70 

34 

583/8 

34  V2 


2.22 
4.45 
2.17 
4.09 
2.12 


16.1 
15.7 
15.7 
14.3 
16.3 


0.97 
0.94 
0.80 
None 
1.26 


2.7 
1.3 
2.4 

3.7 


12.3% 

28.0 

22.2 

16.2 

12.3 


19.2 
11.4 
12.2 
15.0 
14.2 


10.5 
13.7 
14.9 
13.8 
13.1 


16.3 
16.2 
25.1 
15.9 
10.7 


15.0 
10.2 
10.9 
11.7 
17.2 


Texas  Eastern  Transmission  43  3.39  12.7  1.58  3.7  17.1 

Texasgulf  T7V2  1.36  20.2  0.60  2.2  15.1 

Texas  Utilities  303/4  1.99  15.5  1.04  3.4  14.6 

Trane  47  3.69  12.7  0.96  2.0  12.4 

Trans  Union  36y2  2.78  13.1  1.44  3.9  13.9 


11.0 
13.5 
18.7 
18.6 
21.4 


1973 
Price  Range 


27V4-21V4 
45% -141/2 
175/8-13 
573/4-31 
503/8-40 


Kroger  I73/4  1.01  17.6  1.30  7.3  10.7  243/8-15 

Leaseway  Transportation  48  2.69  17.8  0.60  1.3  22.4  48V2-30 

Lucky  Stores  133/8  0.98  13.6  0.54  4.0  31.7  163/8-9% 

Magnavox  10%  0.72  15.1  0.60  5.5  20.5  295/8-85/8 

Malone&Hyde  26  1.32  19.7  0.36  1.4  19.3  35y4-17 

Manufacturers  Hanover  395/8  3.16  12.5  1.56  3.9  12.4  39%-28y2 

Masonite  36V4  1.87  19.4  0.50  1.4  14.0  l7^k-lVk 

Oscar  Mayer  245/8  1.81  13.6  0.65  2.6  15.3  32%-20 

Melville  Shoe  24  V4  1.29  18.8  0.46  1.9  29.2  34     -19 

Mercantile  Stores  69y4  3.64  19.0  0.80  1.2  15.3  80     -53y2 


323/4-123/8 

60  -38y4 
705/8-47 

61  -383/8 
33y2-213/4 


NLTCorp.  29y2  2.01  14.7  0.36  1.2  11.2  295/8 -21  ys 

Northwest  Bancorporation  61  y2  3.93  15.6  1.60  2.6  12.6  643/4-523/4 

Norton  Simon  27%  1.86  15.0  0.25  0.9  13.6  42     -21  y8 

Owens-Corning  Fiberglas  45y2  2.92  15.6  0.88  1.9  10.1  543/4-393/4 

Petrolane  165/8  1.21  13.7  0.36  2.2  21.1  33     -113/4 


55     -383/4 

45  -32  y2 
84y4-62y4 
40     -17% 


54  -43  y2 
263/8-1 6  y2 
61% -46% 
32y4-14y8 

535/8 -35y8 


553/4-46y8 

9iy2-76y2 

44% -30 

375/8 -20  y4 

46% -155/8 


6iy4-38y8 
27y2-i7y8 

34y2-27 
69y2 -363/4 
43     -26 


Union  Camp  60y8  3.30  18.2  1.40  2.3  11.5  60y4 -355/8 

United  Telecommunications  20  1.55  12.9  1.04  5.2  14.3  233/8-16% 

USLIFE  37y4  2.02  18.4  0.28  0.8  12.8  375/8-213/4 

Wachovia  365/8  2.25  16.3  0.76  2.1  15.3  44%-29y8 

Hiram  Walker  53%  3.68  14.6  1.65  3.1  13.5  563/4-49% 


473/8 -31  ya 
71     -44y4 

37y2 -233/4 

595/8-39 
413/4-29y4 
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IFF:  The  Sweet  Smell  of  Success, 


Has  the  powerful  aroma  gone  to  investors'  heads? 


International  Flavors  &  Fragrances 
Inc.  has  to  be  the  ultimate  "concept" 
company.  Its  concept,  as  Chairman 
Henry  Walter  likes  to  put  it,  is  rooted 
in  "sex  and  hunger." 

"Primitive  society  tells  us  where  it's 
at,"  says  \\'alter. 

As  for  IFF  itself,  where  it's  at  is 
one  of  the  highest  price/ earning  ra- 
tios on  the  New  York  Stock  Exchange. 
Last  month  IFF  was  selhng  at  a  rare- 
fied 69  times  1972  earnings,  dwarf- 
ing the  P/E  of  such  other  top-tier 
stocks  as  Avon  Products  (46  times), 
Xerox  (42),  Walt  Disney  (50)  and 
McDonald's  (63). 

IFF  is  a  company  with  assets  of 
just  shghtly  under  SlOO  million.  Its 
17.8  million  shares  have  a  combined 
market  value  of  $1.7  billion.  Thus 
the  market  is  saying  that  IFF's  con- 
cept, its  knowhow  in  gustatory  and 
olfactory  techniques,  is  worth  over 
SI. .5  billion.  Anyway  you  slice  it,  that's 
a  lot  of  technique. 

Suppose  IFF's  profits  should  double 
in  the  next  five  years,  a  formidable 
accomplishment.  Its  present  price 
would  still  represent  close  to  40  times 
1977  earnings.  Double  them  again  in 
the  following  five  years  and  only  by 
1982  would  today's  price  represent 
a  reasonable  20  times  earnings. 

Can  IFF  double  and  redouble  earn- 
ings in  a  decade? 

Henr>^  Walter,  pointing  to  the  fact 
that  IFF  has  doubled  and  redoubled 
in  the  past  ten  years,  answers  with 
an  unhesitating  "Yes." 

Skunks 

Henry  Walter,  63,  is  a  Columbia 
Law  School  graduate  whose  law  firm 
represented  IFF  before  he  was  named 
president  in  1962.  An  intellectual,  al- 
beit a  colorful  one,  \\'alter  wears  cus- 
tom-made suspenders  decorated  with 
-sk-unks,  and  he  bicycles  to  work  from 
his  luxury  apartment  through  Man- 
hattan's traffic  to  his  offices  on  the 
low-rent  end  of  West  57th  St.,  some 
2  miles  away. 

The  secret  of  IFF's  success,  Henry 
Walter  never  tiies  of  saying,  is  its  abil- 
ity to  cut  through  what  he  calls  the 
"B.S.  factor."  E.vamples  of  corporate 
bull,  in  his  opinion,  would  be  monu- 
mental offices,  over-big  staffs  and  po- 
lite euphemisMis.  By  the  same  token, 
he  is  at  pains  to  point  out  that  the 
furniture  in  IFF's  offices  came  straight 
off  the  floor  at  Macy's  and  that  the 
company  has  few  top  executives.  "The 
world,"  Walter  has  said,  "is  covered 


with  B.S.  The  difference  is  whether 
it's  six  feet  deep  or  six  inches.  Our  job 
is  to  try  to  get  rid  of  it." 

IFF  has  certainly  practiced  what 
Walter  preaches.  So  lean  is  the  or- 
ganization that  50  salesmen  cover  the 
entire  world  for  IFF,  20  in  the  U.S., 
30  elsewhere.  This  means  that  the 
average  IFF  salesman  does  almost  $3 
million  a  year  in  business.  Some  of 
the  most  effecti\e  selling  at  IFF  is 
done  by  \\'alter  and  by  President  S. 
James  Spitz  Jr.,  who  both  call  on  ac- 
counts themselves  and  keep  constantly 
in  touch  with  all  the  fads  and  fash- 
ions, trends  and  tangents  which  af- 
fect their  unusual  business. 

IFF    concocts    and    manufactures 


and  with  ways  to  treat  condoms  so  I 
that  they  are  more  appealing. 

Sex  and  hunger,  Walter  keeps  em- 
phasizing—and no  bull  about  it. 

It's  an  exciting  fiscal  picture  that 
Walter  paints.  At  the  one  extreme 
the  company's  products  conjure  up 
biblical  scenes  of  myiTh  and  frankin- 
cense; of  ancient  caravans  bringing 
nutmeg  and  cloves  from  the  Spice 
Islands;  of  diaphanously  clad,  musk- 
scented  maidens  in  Oriental  harems. 
At  the  other  extreme  it  reeks  of  the 
synthetic  extracts  in  Huxley's  Brave 
Netc  World,  with  formulas  to  make 
real  strawberries  taste  more  like  straw- 
berries and  to  make  vegetable  protein 
taste  like  hamburger— and  even  to  pre- 


Keeping  The  Ego  In  Check.  This  man  bicycles  across  Manhattan  to  work,  but 
not  because  he  can't  afford  a  limousine.  His  salary  is  $133,000  a  year 
and  he  owns  a  Manhattan  apartment  and  a  Long  Island  home  on  14  acres. 
As  an  attorney  he  represented  the  Duke  of  Windsor.  Now  he  calls  himself 
a  hired  hand.  And  since  he  took  the  helm  of  International  Flavors  & 
Fragrances,  Inc.  in  1  962,  the  company  has  shown  a  compound  earnings 
growth  rate  of  I  7.2  %  /  making  him  a  special  kind  of  hired  hand.  His 
stock  is  now  worth  more  than  $12  million.  "It's  a  great  ego  leveler," 
says  Henry  G.  Walter,  IFF's  chairman,  of  his  humble  mode  of  transport. 


chemicals  and  compounds  which  it 
sells  to  other  companies  to  add  smell 
and/ or  taste  to  their  products.  In 
some  cases  it  sells  complete  essences, 
in  other  cases  just  ingredients. 

IFF  formulas  flavor  soft  drinks  and 
scent  soaps.  They  give  perfumes  their 
distinctive  smell  (a  perfume  is  simply 
alcohol  with  concentrated  essence 
added).  They  make  soy-beef  ham- 
burgers taste  more  like  the  real  ar- 
ticle. They  help  make  used  cars  smell 
new-car-like.  At  the  further  ranges  of 
its  work,  IFF  is  experimenting  with 
formulas  to  make  lady  cockroaches 
smell  repugnant  to  prospective  mates 


determine  the  sex  of  children  by  de- 
veloping scents  that  would  make 
women  know  when  they're  at  the 
peak  of  their  fertile  period,  a  time 
when  they  conceive  male  children. 

Overwhelmed  with  such  visions, 
who  could  doubt  IFF's  ability  to  dou- 
ble and  redouble  sales  and  earnings? 
And  yet,  nagging  doubts  remain.  As 
Henry  Walter  likes  to  say:  "VVTien 
we're  looking  great  guns  is  precisely 
when  we  should  I^e  starting  to  worry." 

In  any  growth  stock,  there  is  what 
Henry  Walter  would  certainly  recog- 
nize as  some  of  the  B.S.  factor.  A 
sex-&-hunger  company?  Shades  of  the 
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ill-fated  concepts:  nursing  homes,  mo- 
bile homes,  computer  leasing,  fast 
food.  Most  of  these  concepts  turned 
out  to  be  very  expensive,  pure  B.S. 

Is  there  not  at  least  a  trace  of  such 
fiscal  hyberbole  in  IFF's  prospects  as 
painted  by  Henry  Walter?  There  is  no 
question  about  this:  The  fragrance 
market  in  the  U.S.  and  in  Europe  is 
growing  too  slowly  to  produce  the 
kind  of  gains  Walter  is  looking  for. 
The  generally  accepted  figure  is  8%— 
about  half  of  what  IFF  needs  to 
justify  its  concept. 

What  about  that,  Forbes  asked 
Walter? 

No  problem,  he  says. 

"It's  a  sweet  goodbye  to  the  Ameri- 
can market.  That's  hard  for  American 
business  people  to  accept  after  we've 
been  the  big  honchos  for  so  long. 
But  the  fact  is  there  are  more  people 
outside,  and  the  things  we  are  in- 
terested in  are  growing  faster  there." 

Understand  Henry  Walter.  The  pur- 


gate's  new  soap.  It  has  a  fragrance 
dosage  of  1.5%  and  a  more-costly- 
than-normal  fragrance.  Irish  Spring 
grabbed  8%  of  the  market  one  year 
after  it  was  launched." 

Walter  picks  up  his  main  theme. 
"Take  the  Far  East,  Latin  America  and 
Africa.  Four  times  the  growth  dollars 
will  come  from  there  than  will  arise 
from  the  U.S.  With  what  are  the  Hot- 
tentots and  the  Eskimos,  the  Burmese 
and  Bolivians  going  to  buy  these  de- 
lights of  a  consumer  society?"  Walter's 
answer  is  that  this  objection  doesn't 
apply  to  the  things  that  IFF  sells. 
Poor  as  many  of  the  emerging  nations 
are,  they  are  almost  without  exception 
beginning  to  put  a  little  spending 
money  into  the  pockets  of  people  who 
previously  could  hope  for  nothing 
more  than  an  occasionally  full  stom- 
ach. True,  given  the  shortage  of  re- 
sources, it  is  doubtful  whether  most 
of  these  nations  will  ever  develop  full- 
fledged  consumer  economies.  But  they 


are  developing  rudimentary  consumer 
economies.  What  are  the  first  things 
people  buy  when  they  have  a  few 
pennies  to  spare?  Soft  drinks,  cigar- 
ettes, soap  and  maybe  even  cosmetics, 
all  products  which  contain  flavors 
and/  or  fragrances. 

And  take  the  more  prosperous 
emerging  areas:  Brazil,  Mexico,  Iran, 
Singapore,  Taiwan,  Korea.  In  these 
countries  the  greatest  explosion  in  con- 
sumer goods  is  coming  in  precisely 
those  fields  where  IFF  makes  a  con- 
tribution. In  short,  IFF's  expansion 
into  the  Third  World  does  not  depend 
on  worldwide  adoption  of  the  Ameri- 
can standard  of  living;  it  depends 
only  on  a  modest,  steady  increase  in 
disposable  income  among  a  market 
numbered  in  billions  of  people. 

Walter  goes  on  to  say  that  IFF  is 
not  the  Ugly  American  to  extremists 
in  these  countries.  "We  have  a  low 
profile.  We  are  not  Coca-Cola  or  ITT. 
Why,  we  even  sell  a  lot  of  fragrance 


pose  of  his  rhetoric  is  not  to  put 
down  the  U.S.A.  He's  only  saying: 
Don't  worry  if  IFF's  growth  slows 
down  in  the  U.S.;  there's  a  big,  rich 
world  out  there  beyond  our  borders. 

Walter's  right-hand  man  and  heir- 
apparent.  President  Spitz,  introduces 
a  counterpoint  to  this  theme.  There 
is  room  for  growth  in  the  U.S.  and 
in  Europe,  he  says.  "Take  soap.  They 
are  starting  to  put  more  fragrance 
in  a  bar.  The  typical  soap  fragrance 
in  the  Western  countries  is  between 
M%  and  1.2%  of  the  soap.*  But  now 
the  soap  people  have  discovered  the 
only  new  thing  to  sell  in  a  bar  is 
fragrance.  Look  at  Irish  Spring,  Col- 

*lt  is  higher  in  Mediterranean  and  Eastern  coun- 
tries, perhaps  because  their  older  cultures  have  not  so 
repressed  the  sense  of  smell. 
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Gadabout.  Henry  Walter  seems 

consfanfly  on  the  move,  although 

what  he's  often  after  is  a  lasting 

quality  for  IFF's  airy  products. 

Above,  a  new  fragrance  is  tested 

to  see  if  it  has  staying 

power.  At  right.  President 

S.  James  Spitz  Jr.  and  Walter 

check  the  heart  of  IFF,  one  of 

two  vaults  where  60,000 

secret  formulas  are  stored. 

Below,  Walter  hopes  fragrances 

won't  darken  colored  soap  cakes 

under  ultraviolet  light. 
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to  Colonel  Qaddaffi's  country!"  To 
date,  at  least,  nobody  has  accused  the 
U.S.  of  olfactory  imperialism. 

Walter  has  yet  another  counter  to 
the  argument  that  IFF's  growth  is 
limited.  He  claims  that  food  flavor- 
ings, now  less  than  a  third  of  IFF's 
total  sales,  offer  an  open-end  oppor- 
tunity. "Right  now,"  he  says,  "Euro- 
pean companies  are  light  years  ahead 
of  Americans  in  developing  cheaper 
food  products  which  depend  on  fla- 
vor." He  cites  such  European  items 
as  packaged  synthetic-flavored  foods 
like  protein  burgers  and  fruit  soups. 

With  protein  in  short  supply,  sub- 
stitutes for  meat  will  become  increas- 
ingly needed.  Hamburgers  mixed  with 
soybean  are  only  the  beginning,  he 
says.  IFF  has  developed  flavoring  to 
make  possible  a  tomato  powder  which 
is  half  synthetic.  In  the  snack-food 
field,  flavorings  are  already  widely 
used— Baco-bits,  for  example,  are  flav- 
ored soy.  Flavoring  is  used  to  make 
TV  dinners  taste  like  real  food. 

There  are  experiments  going  on  to 
produce  a  whiskey  which  will  taste 
aged  but  won't  need  aging. 

Plenty  of  Company 

It  may  come  as  a  surprise  to  many 
people  to  learn  that  IFF  by  no  means 
has  this  market  to  itself.  If  it  is  the 
biggest  company  in  the  business,  it  is 
biggest  only  by  a  small  margin.  There 
are  20  good-sized  companies  involved 
and  probably  hundreds  of  loft-type 
operations.  IFF  still  has  only  28%  of 
the  estimated  $585-million  portion  of 
the  world  market  shared  by  the  top 
seven  producers.  Givaudan  of  Geneva, 
a  subsidiary  of  giant  Hoffmann-La 
Roche,  is  nipping  at  IFF's  heels  with 
a  22%  market  stake.  And  sales  of 
Firmenich,  a  privately  owned  Geneva 
company,  and  Naudin,  a  Dutch  pri- 
vate company,  together  more  than 
equal  IFF's  sales. 

In  the  U.S.,  Universal  Oil  Products 
has  a  growing  subsidiary,  UOP  Fra- 
grances. Unilever's  in-house  fragrance 
division,  Proprietary  Perfumes  Ltd., 
which  competes  worldwide,  services 
many  non-Unilever  companies  and  has 
just  entered  the  U.S.  market.  Although 
much  smaller  than  the  Big  Three, 
PPL  claims  it  is  growing  faster.  An- 
other prominent  U.S.  firm  is  Fritsche 
Dodge  &  Olcott. 

"IFF  is  a  first-class  competitor," 
says  Fred  Van  Aalst,  president  of  Uni- 
versal Fragrances,  "but  there  isn't 
anything  they  can  do  that  we  can't 
do."  Norman  Greif,  senior  vice  presi- 
dent for  R&D  at  Revlon,  says  that 
Revlon  uses  15  to  20  difl^crcnt  fra- 
grance houses. 

But  for  all  the  competition,  the 
flavor  and  fragrance  pond  remains  a 
big  one.  One  analyst,  Hercules  Segales 
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Razz/e-Dazz/e.  "No  B.S."  at  IFF  often  means  making  the  synthetic  seem 

real.  Above,  Spitz  and  Walter  nose  around  soya-beef  patties.  The  hope  is 

synthetic  chemicals  can  create  smells,  as  well  as  tastes,  to  rival  hamburger. 

IFF  expects  sales  both  to  soya  processors  and  supermarket  chains  now 

that  some  chains  have  begun  marketing  their  own  soya-beef  products.  At 

right,  Walter  fires  off  the  traditional  popper  in  an  Indonesian  cigarette, 

releasing  the  taste  and  smell  of  clove,  not  from  cloves,  but  from  IFF. 


Primitive  Business.  IFF  com- 
missions research  to  find  out 
more  about  the  primeval 
centers  of  taste  and  smell 
in  the  limbic  system,  that 
part  of  the  brain  which 
dates  back  to  the  earliest 
mammals.  But  IFF  spends 
more  time  with  panels  of 
flavor  and  fragrance 
experts  (below),  checking 
up  on  the  growing  array 
of  new  products  in  the 
field.  Sometimes,  though, 
new  trends  come  from 
unexpected  places.  Hippies 
living  in  Greenwich  Vil- 
lage first  bought  IFF's  bulk 
musk  oil.  Before  long,  the 
fad  became  a  worldwide 
market  dominated  by  IFF. 
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Class?  IFF  prides  itself 

on  its  headquarters  plant 

on  Manhattan's  West  Side 

low-rent  district,  and  on 

lunches  where  the  topic  is 

the  female  fertility  cycle. 


of  William  D.  Witter,  Inc.,  believes 
the  world  market  is  nearly  $2.5  bil- 
lion a  year,  with  a  majority  of  the 
volume  still  in  fragrances.  Although 
U.S. -European  growth  has  stabilized 
at  about  8%  a  year,  the  worldwide 
rate— with  a  heady  shot  from  Japan— is 
closer  to  15%.  In  an  expansive  speech 
recently  Walter  predicted  an  F&F 
world  market  in  25  years  of  $  10  billion 
to  $12  billion,  with  IFF  holding  a 
20%  share. 

In-House?  Or  Out-House? 

To  Henry  Walter,  IFF's  relative 
smallness  is  an  advantage,  because  it 
offers  the  opportunity  of  growth 
through  greater  market  share  as  well 
as  growth  through  greater  market 
size.  But  it  also  means  that  IFF  will 
have  to  win  its  gains  against  really 
serious  competition;  profits  won't  sim- 
ply be  there  for  the  taking.  Moreover, 
as  the  market  grows,  so  will  the  op- 
portunity for  some  of  the  smaller  com- 
petitors. This  is  an  industry  which 
requires  neither  high  capital  nor  an 
exclusive  technology;  the  chances  that 


IFF  can  ever  dominate  the  industry 
the  way  IBM  does  computers  are 
slight  indeed. 

Almost  everyone  in  the  cosmetics 
business  agrees  that  the  trend  is  to- 
ward the  use  of  these  outside  flavors- 
&-fragrances  firms  rather  than  to  in- 
house  operations,  and  this  too  is  a 
favorable  trend  for  IFF.  Unilever's 
PPL  operation,  for  example,  is  cer- 
tainly now  an  independent  profit  cen- 
ter, and  Unilever's  divisions  make  use 
of  outside  suppliers. 

"Today,"  says  Robert  Firmenich, 
chairman  of  the  Swiss  flavors-&-fra- 
grances  firm,  "most  perfumes  come 
from  the  big  flavors-&-fragrances  firms 
and  the  big  perfume  houses  concen- 
trate on  marketing." 

"Say  I'm  a  manufacturer  and  I 
want  a  spray  cologne  that  will  retail 
for  $6,"  says  Walter.  "I  can  clap  my 
hands  and  call  on  six  houses,  I  can 
demand  submissions  in  90  days.  The 
cost  to  me,  the  manufacturer,  is  zero. 
The  alternative  would  be  to  hire  five 
perfumers  and  still  not  have  the  same 
options." 


On  the  other  hand  the  Federal 
Drug  Administration  has  some  ideas 
that  could  put  a  crimp  into  every- 
one's growth  prospects.  The  FDA  is 
bothered  about  allergies  caused  by 
some  fragrances.  It  will  soon  force 
manufacturers  to  list  the  ingredients 
of  cosmetics.  IFF  resists  fiercely  an- 
other proposal  that  fragrance  manu- 
facturers must  give  the  FDA  their  for- 
mulas; it  prizes  its  secrecy. 

Making  Sweat  Smell  Sweet 

IFF  played  a  big  role  in  deodoriz- 
ing the  American  public  by  producing 
fragrances  for  deodorants.  What  if 
the  FDA  goes  beyond  its  ban  on  hexa- 
chlorophene  and  stops  the  sale  of  oth- 
er deodorant  compounds?  Well,  says 
Walter,  we'll  help  reodorize  people: 
"Sweat  is  an  attractive  smell  if  it  is 
fresh."  So  IFF  hopes  to  help  make 
sweat  smell  sweet,  a  concept  with  an 
ancient  lineage.  It  recalls  the  lady's 
verse  in  the  Old  Testament  from  Solo- 
mon's Song:  "A  bundle  of  myrrh  is 
my  well-beloved  unto  me;  he  shall 
lie  all  night  betwixt  my  breasts.  My 


Although  it  doesn't  contain  any  IFF 
scents,  Henry  Walter  heartily  ap- 
proves of  the  famous  advertising  for 
Dana's  Tabu.  It  gets  right  to  the 
heart  of  the  matter  and  no  non- 
sense about  what  perfume  is  for, 
even  though  over  time  there's  been 
a  turnaround  in  positions.  But  that 
may  mean  an  expanding  market  for 
companies  like  IFF.  In  the  past,  men 
have  been  the  biggest  buyers  of 
perfume— for  women,  naturally.  And 
to  make  sure  the  man  was  hooked, 
fragrance  makers,  like  composers, 
carefully  orchestrated  their  smells 
with  a  light  top  note,  a  heavier 
middle  note,  and  a  final  "heart  note," 
which  was  expected  to  linger  on 
and  on.  Now,  with  the  trend  to  men's 
toiletries,    the    notes   fly   both    ways. 
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Some  people  think  this  is  the  only  thing 
Baltimore  has  to  offer. 


Baltimore  is  just  39  miles  away  from  the 
largest  purchaser  of  goods  in  the  world 
...  the  United  States  Government.  Our 
closeness  to  the  nation's  capital  is  one 
of  the  reasons  many  industries  locate 
here.  But  we  have  many  more 
advantages  to  offer. 

Baltimore  is  located  in  the  middle  of 
the  East  Coast.  On  the  Atlantic  trade 
routes  to  the  world.  Within  48-hour  bulk 
delivery  range  of  over  half  the  nation's 
population  and  industry. 


Baltimore's  large,  diversified  labor 
pool  represents  20  of  the  21  major 
manufacturing  categories. 

Discover  all  of  Baltimore's  competitive 
advantages.  Fill  out  the  coupon  and 
we'll  fill  you  in. 


Hiiii 


PIVOT  POINT  OF  THE  EAST  COAST 


Can  a  Capitalistic  bank  find  happi 

After  1 2  years  of  Bankers  Trust-Soviet  Union  relations,  we  can  assure  you  that 
mutual  interest  can  overcome  divergent  ideology.  ^^ 

But  not  easily.  Doing  business  with  Moscow  requires  experience  and  under- 
f       standing.  And  especially,  contacts. 

Most  American  banks,  for  example,  are  still  at  the  stage  of  dealing  only  with 
their  Soviet  counterpart,  the  Foreign  Trade  Bank  (Vneshtorgbank). 

Our  contacts  are  quite  a  bit  broader  than  this,  encompassing  over  20  Foreign 

?!       Trade  Organizations,  the  major  Comecon  banks  and  even  the  prestigious  Council  of 

r,      Ministers  Committee  on  Science  and  Technology. 

.„  For  some  time  we've  been  working  as  a  liaison  between  the  two  countries, 

providing  the  Soviets  with  introductions  to  and  recommendations  of  American 


Member  Federal  Deposit  Insurance  Corporation  ©Bankers  Trust  Company 


1    m'¥ 


less  in  a  Das  Kapitalistic  coun 

companies,  as  well  as  financial  information  and  loans  involving  American  machinery,      |y  w  j  V.    * 
commodities  and  technology.  <^^'^S.  k^ti;'-: ^a^^^MkW^^^^ 

We  were  the  only  American  bank  to  participate  in  loans  to  both  the  Inter- j^llPt?^' 
national  Bank  for  Economic  Cooperation  (the  Eastern  Bloc  I.M.F.)  and  the  Inter-stw^    >!^"'?"  * 
national  Investment  Bank  (the  Eastern  Bloc  World  Bank)— the  first  time  that  '^Mu^l 

either  bank  has  come  to  the  Western  capital  markets.     'i-SiW^JI^M^MZ^^^tSSK^MvML'.r 

All  of  which  gives  us  a  unique  position  in  the  Soviet  Union,  which  can  be  used 
to  your  advantage.  mmM''^        .  f I 

If  you're  interested  in  doing  business  in  the  U.S.S.R.,  Bankers  Trust  can  offer      jfiJ 
you  knowledge,  money  and  peaceful  coexistence.  ^^%*'  ^fiF'?'      '  <oiG 

Wfelcome  to  the  Wide  Wbild  1 "  ^  ^^ 
of  Bankers  IhistD  %^^i 


When  the  North  Wind  blows, 
the  Sullivans'  roof  won't  head  South. 


GAF  ROOFING  AND  SIDING 


Even  in  100  mph  winds,  GAF 
Timberline®  roofing  stays  right 
where  it  belongs. 

On  your  roof. 

Because  a  special  thermoplastic 
adhesive  seals  the  shingles  tight  and 
locks  the  weather  out. 

What's  more,  all  GAF  roofing 
and  siding  products  resist  peeling 
in  the  sun  and  leaking  in  the  rain. 

They're  even  fire-resistant.  Each 


is  designed  in  handsome  colors  and  patterns.  Some  even  have  the 
took  of  wood  without  the  "bother"  of  wood. 

Finally,  there's  our  warranty  20  years  against 
manufacturer  defects  for  our  siding.  15-25  years 
for  our  roofing. 

If  you've  got  GAF  roofing  and  siding,  all  the 
wind  can  do  is  mess  up  your  hair. 

For  your  nearest  GAF  dealer,  see  the  Yellow 
Pages.  Or  for  further  information,  write  GAF  Build- 
ing Products.  GAF  Corporation,  140  West  51  St., 
New  York,  N.Y.  10020. 


beloved  is  unto  me  as  a  cluster  of 
camp  hire  in  the  vineyards  of  fin  Gedi." 

Adds  IFF  President  Spitz:  "The 
ultimate  answer  is  going  to  be  the 
right  blending  of  fragrance  materials 
with  attractive  body  odors  to  rein- 
force them  and  create  a  final  pleasant 
odor."  Spitz  has  a  point:  Visitors  to 
Africa  report  that  some  of  the  local 
people  are  distiubed  in  meeting  the 
heavily  deodorized  Americans:  One  of 
the  normal  human  dimensions— smell 
—is  missing. 

Spitz  and  Walters  are  almost  cer- 
tainly correct:  the  consumer  move- 
ment and  the  ecology  movement  are 
unlikely  to  destroy  or  seriously  weaken 
the  flavors-&-fragrances  industry. 
Nevertheless,  there  will  be  setbacks 
and  unfavorable  publicity.  In  the  re- 
cent past  this  has  been  a  relatively 
noncontroversial  business;  it  is  un- 
likely to  continue  so. 


One  reason  IFF  stock  is  so  expen- 
sive is  that  it  represents  the  only 
"pure"  flavors-&-fragrances  stock  of 
any  size.  There  is,  moreover,  relatively 
little  enough  of  it  around;  after  de- 
ducting stock  in  family  hands  and  in 
institutional  hands,  there  aren't  more 
than  five  million  IFF  shares  available 
to  the  public  worldwide.  So  any  in- 
vestor who  wants  in  on  the  flavors-&- 
fragrances  boom  has  only  one  rela- 
tively small  place  to  go.  IFF  has  what 
Wall  Street  calls  "visibility."  Robert 
Firmenich  wonders  what  would  hap- 
pen to  IFF  stock  if  stock  in— and 
figures  about— its  major  competitors 
were  also  available  to  the  investing 
public.  And  Givaudan's  Managing 
Director  Guy  E.  Waldvogel  has  this 
reservation:  "IFF's  growth  of  the  last 
five  or  six  years  may  not  be  the  abso- 
lute trend  over  the  next  five  or  six." 

Brushing     these     objections     aside. 


Henry  Walter  points  to  the  realities 
of  IFF's  recent  earnings  gains:  sales 
up  25%  in  the  first  half;  profits  up 
31%.  Of  course,  there  is  a  worldwide 
boom  in  progress,  and  nearly  every- 
body is  showing  extraordinary  gains. 

Doubling  and  Redoubling 

It  is  one  thing,  moreover,  to  raise 
earnings  from  $11  million  to  $22  mil- 
lion—as IFF  did  in  the  last  five  years 
—and  quite  another  to  raise  them  to 
$44  million  and  then  on  to  $88  mil- 
lion. There  is  inevitably  a  scale  at 
which  growth  slows  down. 

You  can't  knock  the  IFF  concept, 
its  eflScient  approach  to  the  business 
or  its  unquestioned  growth  prospects. 
But  it  is  too  much  to  assume  that 
these  prospects  are  the  same  as 
money  in  the  bank.  It  could  be  there 
is  a  bit  of  the  B.S.  factor  in  the  image 
investors  have  of  the  company.  ■ 


l/l/hUe  the  Sun  Shines 


Sun  Oil  is  making  hay  this  year.  But 
how  long  will  the  sun  keep  shining? 


Sun  Oil  Co.  has  a  big  weakness:  It 
doesn't  have  enough  crude  oil— only 
about  75%  of  what  it  needs;  since  Sun 
must  pay  someone,  else  the  profit  on 
24%  of  its  crude,  it  has  one  of  the 
lowest  profit  returns  in  the  oil  indus- 
try: just  over  10%  on  stockholders' 
equity  for  the  last  five  years,  accord- 
ing to  Forbes'  latest  Annual  Report 
on  American  Industry. 

But  in  1973  Sun's  big  weakness  is 
turning  out  to  be  a  big  plus.  Maybe 
next  year,  too,  if  President  Nixon  con- 
tinues to  help. 

As  far  back  as  last  winter,  H. 
Robert  Sharbaugh,  Sun's  45-year-old 
president  (since  1970),  pegged  1973 
as  his  company's  year  to  shine.  The  de- 
mand for  gasoline  was  rapidly  out- 
stripping the  supply,  and  retail  prices 
seemed  bound  to  increase— by  about 
a  penny  a  gallon,  Sharbaugh  figured. 
Because  ^un,  percentagewise,  is  so 
heavily  into  marketing,  it  stood  to 
gain  much  more  than  other  oil  com- 
panies who  tend  to  make  their  big 
money  out  of  crude  oil.  The  gain 
could  come  to  50  cents  a  share  in 
aftertax  earnings— against  1972's 
$3.41  a  share— if  its  gasoline  price  in- 
crease averaged  one  cent  for  the  year. 

If  anything,  Sharbaugh  was  much 
too  conservative.  Crude  oil  prices  have 
risen  in  1973,  but  Sun  has  managed 
to  up  its  gasoline  price  to  its  dealers 
even  faster.  Its  net  gain  has  been  av- 
eraging not  one  cent,  but  almost  two 
cents  per  gallon.  Down  on  the  bottom 


line  that  added  up  to  a  59%  earnings 
increase  for  the  first  six  months,  to 
$2.30  a  share,  on  a  15%  sales  gain  to 
around  $1  billion. 

Sun  has  also  been  getting  some  help 
from  the  Nixon  Administration's  eco- 
nomic program.  Under  Phase  4  its 
wider  spread  on  gasoline  of  nearly  two 
cents  a  gallon  can  be  preserved.  The 
regulations  say  that  if  Sun's  crude  cost 
goes  up  a  penny,  it  may  increase  its 
price  to  dealers  by  a  penny. 

So— temporarily  at  least— Sun's  lack 
of  crude  is  not  the  problem  it  was. 
Still  Sun's  is  not  a  comfortable  posi- 
tion for  the  long  pull.  Sharbaugh  is 
pushing  hard  to  improve  the  situation, 
but  the  cost  is  steep.  This  year  alone 
oil  analysts  estimate  that  Sun  will  be 
trimming  roughly  20  cents  from  its 
per-share  earnings  in  its  search  for 
oil.  President  Sharbaugh  refuses  to 
comment  on  that  figure,  but  what  he 
does  say  is:  "Whatever  the  price, 
we'll  have  to  pay  it.  We  realized 
some  time  ago  that  to  control  our 
own  destiny  we  had  to  control  our 
sources  of  crude." 

The  price  has  indeed  been  high. 
Sun  has  poured  more  than  $300  mil- 
lion into  mining  for  oil  in  the  north- 
ern tar  sands  of  Canada's  Alberta 
province.  The  company  started  the 
project  in  1967  and  last  year  it  finally 
reached  the  break-even  point.  This 
year  Sharbaugh  hopes  to  increase  pro- 
duction from  50,000  to  55,000  bar- 
rels a  day. 


It  will  take  at  least  a  few  more 
years  for  the  rest  of  Sun's  globe- 
searching  ventures  to  pay  off.  Last 
year  it  purchased  14  tracts  in  the  Gulf 
of  Mexico.  Production  from  this  field  is 
expected  sometime  in  late  1974  or 
early  1975.  This  year  the  company 
was  awarded  an  offshore  concession 
in  the  Persian  Gulf  state  of  Oman 
and  a  2.3-million  acre  concession  in 
Algeria.  One  of  Sun's  most  venture- 
some undertakings  is  its  search  for 
oil  under  the  Canadian  Arctic.  Oil  re- 
serves in  this  field,  some  700  miles 
south  of  the  North  Pole,  have  been 
estimated  as  among  the  largest  in 
North  America.  But  before  Sun  can  get 
at  the  oil  it  must  first  develop  the 
technology  required  to  drill  through 
ice  that  at  times  is  10  feet  thick. 
That,  Sharbaugh  says,  "won't  happen 
until  the  1980s." 

Onshore  Search 

In  the  meantime  Sun  is  looking  for 
oil  in  its  onshore  U.S.  fields.  But  to 
keep  its  long-term  debt  from  climb- 
ing any  higher  than  it  already  is— 
$630  million  vs.  a  mere  $162  million 
in  1965— Sun  has  formed  a  limited 
partnership  drilling  fund.  By  selling 
shares  of  the  fund  to  wealthy  inves- 
tors seeking  a  tax  shelter,  the  compa- 
ny expects  to  raise  up  to  $75  million 
by  1974.  Says  Sharbaugh:  "This  will 
let  us  increase  our  own  borrowing  ca- 
pacity several  years  out  when  we  will 
be  needing  money  to  build  drilling 
platforms  and  pipelines  from  our  new 
producing  fields." 

This  year's  bulge  in  profits  will  help 
provide  the  wherewithal  to  develop 
additional  crude  sources.  But  in  the 
long  run.  Sun  will  shine  only  if  it  can 
find  a  lot  more  crude  oil  of  its  own.   ■ 
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5/577  of  the  Times 

Publicity?  No  tfianks,  says 
Winn-Dixie's  James  Davis. 
We'd  just  as  soon  you 
ignore  us  right  now. 

It's  not  unusual  for  a  company  in 
trouble  to  back  away  when  the  press 
calls  for  an  interview;  it  just  doesn't 
care  to  have  anybody  nosing  around. 
But  why  should  a  highly  successful 
company  turn  us  down,  especially 
when  management  thinks  its  stock  is 
too  low? 

Recently  we  phoned  Chairman 
James  E.  Davis  of  Winn-Dixie,  the 
Florida-based  food  chain.  Davis  want- 
ed to  beg  off.  "Publicity  would  only 
hurt  us  right  now,"  he  said.  "Any- 
body who  is  doing  things  right  now- 
adays arouses  suspicion.  I  just  want 
to  keep  my  head  down." 

Davis'  problem  is  this:  Profit  has 
become  a  dirty  word  these  days  in 
the  food  business.  Food  prices  have 
soared  over  the  last  two  years  and 
the  public  is  ready  to  jump  down  any- 
one's throat  who  seems  to  be  profit- 
ing. Wirm-Dixie  is  continuing  to  pros- 
per. Sure,  its  margins  are  being 
squeezed  like  everyone  else's  between 
skyrocketing  farm  and  wholesale  food 
prices  and  the  inability  to  pass  all  of 
the  increases  on  to  the  public.  But 
margins  aren't  being  squeezed  very 
much  at  Winn-Dixie.  For  the  year 
ended  this  past  June  30,  Davis'  com- 
pany posted  a  9%  earnings  gain  (to 
$43  million,  or  $2.12  per  share)  on  a 
16%  sales  gain  to  $2.1  bilhon.  That 
left  Winn-Dixie  with  a  2%  net  on 
sales,  excellent  for  a  food  chain,  and 
only  a  smidgen  below  its  average. 

A\l  in  the  Family 

So  Davis,  whose  family  controls  29% 
of  Winn-Dixie's  shares,  prefers  to  as- 
sess the  company's  performance  more 
modestly.  "We  haven't  done  well  at 
all,"  he  insists.  "Just  fair  or  ordinary. 

"It's  a  bad  time  for  showing  prof- 
its," says  Davis.  "Hell,  we  just  got  a 
letter  from  some  guy  who  is  with 
Consumers  Union  who  insisted  we 
were  misleading  people  with  a  notice 
we  print  on  our  shopping  bags.  It 
points  out  that  when  a  shopper  has 
a  $10  order  carried  to  his  car  by  a 
bag  boy  and  tosses  him  a  quarter  tip, 
the  bag  boy  gets  more  profit  than  we 
do.  This  guy  wants  us  to  print  on  the 
bag  our  return  on  invested  capital, 
which  is  naturally  much  higher 
[about  20%].  How  do  you  satisfy  a 
dumb  SOB  like  that?  He's  the  kind  of 
guy  who  really  wants  us  to  lose  mon- 
ey, then  print  that  on  our  bags." 

In  the  present  context  it  is  Winn- 
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On  The  Other  Foot.  In  the  Thirties,  when  they  were  challenging  the  tradi- 
tional Mom-and-Pop  food  stores,  chains  like  Winn-Dixie  were  attacked  for 
their  cut-price  tactics.  Today  Chairman  James  E.  Davis  must  fend  off  attacks 
from  consumerists  who  contend  Winn-Dixie's  prices  and  profits  are  too  high. 


Dixie's  misfortune,  if  that  is  the  prop- 
er word,  to  be  one  of  the  best-man- 
aged food  chains  around.  It  has  pro- 
vided generous  employee  fringe  bene- 
fits as  a  trade-off  to  retain  freedom 
from  restrictive,  unproductive  union 
work  rules.  It  gives  employees  stock 
and  provides  a  sizable  profit-sharing 
plan  in  order  to  motivate  them  and 
make  its  workforce  more  efficient  than 
most  other  chains.  As  one  analyst 
says:  "They  work  their  tails  off."  The 
employees  own  34%  of  the  stock,  and 
Davis  says,  "We  would  like  every  per- 
son on  our  payroll  to  own  Winn-Dix- 
ie stock." 

The  company  does  a  super  job  of 
inventory  and  expense  control.  Or, 
as  a  Winn-Dixie  executive  once  put 
it,  "Keep  one  foot  on  expenses  and 
kick  the  hell  out  of  sales  with  the 
other."  Winn-Dixie  boasts  the  best  in- 
ventory-to-sales  ratio  of  any  billion- 
dollar  food  chain. 

Winn-Dixie  has  made  some  other 
smart  moves  too.  Like  electing  to  stay 
in  the  South— most  of  its  stores  are  in 
Florida,  Georgia,  Alabama  and  the 
Carolinas— which  continues  to  grow  in 
population  and  where  the  competition 
is  still  less  intense  than,  say,  in  the 
Northeast.  The  competition  is  not  so 
fierce  also  because,  up  until  a  1966 
consent  decree  with  the  Federal  Trade 
Commission,  Winn-Dixie  was  buying 
up  most  of  its  competitors  in  Florida, 
And  Winn-Dixie,  again  because  it  is 
well-managed,  has  the  wherewithal 
to  take  advantage  of  the  area's  growth. 
Its  high  profits,  plus  a  low  dividend 
payout  ratio,  give  it  ample  retained 


earnings  to  plow  into  expansion. 

Indeed,  the  way  it  has  handled  its 
dividend  policy  reveals  much  about 
Winn-Dixie's  family  management.  "In 
1968  we  had  a  stock  reorganization 
which  created  a  Class  B  stock,"  Davis 
explains.  "This  stock  receives  no  cash 
dividends  but  is  gradually  conxertible 
into  common  shares  up  until  1981, 
after  which  it  starts  paying  dividends 
again."  Who  took  most  of  that  non- 
dividend-paying  stock?  The  Davis 
family.  Davis  says  that  by  creating  it 
the  company  has  so  far  saved  about 
$35  million  in  cash  that  could  be 
plowed  back  into  the  business,  but  the 
family  has  missed  perhaps  $10  million 
to  $15  million  in  aftertax  dividends. 

"I  realized  after  the  first  credit 
crunch  in  1966-67  that  from  here  on 
in  capital  was  going  to  be  short  and 
costly,"  Davis  goes  on.  "Those  who 
had  access  to  it  would  be  able  to  ex- 
pand and  prosper.  I  also  figured  that 
the  Da\is  family  was  living  too  high, 
getting  too  fat.  They  didn't  need  all 
that  cash.  They'd  just  spend  it  and 
it  would  be  lost.  But  not  if  it  were 
put  back  into  the  business.  I  con- 
\inced  them  it  was  the  smart  thing 
to  do  and  I  don't  notice  any  of  them 
any  worse  off  for  it." 

What  a  good  many  antibusiness 
people  forget  is  that  profits,  properly 
speaking,  are  created  by  efficient 
management,  not  by  greed;  greed  has 
never  been  known  to  create  anx-thing. 
Winn-Dixie  makes  more  money  than 
most,  yet  manages  to  keep  employees 
customers  and  even  stockholders  hap- 
py. What's  so  sinful  about  that?  ■ 
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Looking  for  fast 
answers  to  billing 


Then  look  into  Kodak  Miracode  II 
microfilm  equipment  and  auto- 
mate your  whole  look-up  opera- 
tion. 

Digging  through  piles  of  files  for  a  miss- 
ing bit  of  information  is  no  way  to  clear  up 
order-entry  /  accounts-payable  questions. 
Not  when  you  can  use  Kodak  microfilm 
and  the  Kodak  Miracode  II  retrieval  unit 
that  does  away  with  digging. 

You  just  insert  a  film  magazine,  push  a 
few  buttgns.  In  30  seconds  or  less,  there's 
the  purchase  order,  receiving  report,  or 
other  related  record  you  were  after.  And  it 


happens  that  fast  because  the  Miracode  II 
retrieval  unit  electronically  "recognizes" 
the  item  you  are  looking  for. 

Miracode  II  products  are  only  a  few  of 
the  many  Kodak  microfilm  products  that 
can  help  your  company  improve  its  han- 
dling of  information. 

Learn  more. 

Just  drop  us  a  line  for  a  copy  of  our  color- 
ful, informative  brochure  on  Miracode  II 
products.  Eastman  Kodak  Company, 
Business  Systems  Markets  Division,  Dept. 
DP611,  Rochester,  N.Y.  14650. 


Kodak:  for  better  use  of  information. 


the  tire  industry 


FIRST 

UOK  AT  THE  FUTURE 


RICHARD  A.  RILEY,  Pres. 

The  FirestoneTire  &  Rubber  Co 


In  the  tire  business  we  are 
expected  to  be  generally  opti- 
mistic simply  because  we  are 
regarded  as  a  kind  of  reces- 
sion-proof industry.  As  the 
saying  goes,  "in  good  times 
people  buy  new  cars,  in  bad 
times  they  buy  new  tires  for 
their  old  cars  — either  way 
they  buy  tires".  And  of  course 
there  is  truth  in  the  statement, 
as  the  figures  show  on  the 
chart  below,  showing  growth 

in  the  last  ten  years  for  the  rubber  and  plastics 

industry. 

RUBBER  AND  PLASTICS  PRODUCTION 
VS.  INDUSTRIAL  PRODUCTION 
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But  our  current  optimism  at  Firestone  is  based 
not  on  a  look  at  the  past,  but  at  the  future  and  our 
ability  to  cope  profitably  with  what  we  see  there  — the 
growing  needs  of  our  environment,  a  demand  for 
higher  quality  products,  continued  movement  to  the 
suburbs,  a  new  restlessness  to  move  about  the  coun- 
try with  more  new  leisure  time,  more  disposable  in- 
come and  our  growing  network  of  Interstate  highways. 

MORE  CARS- MORE  CARS  PER  FAMILY 

Since  the  tire  market  is  tied  importantly  to  car 
ownership  for  both  original  equipment  tires  and  re- 
placement tires,  we  see  some  really  positive  factors 
at  work  here.  The  percentage  of  our  population  which 
is  of  prime  new  car  buying  age  is  growing  faster  than 
the  national  average.  Spending  for  cars,  new  and 
used,  is  increasing  more  rapidly  than  for  other  dura- 
bles. Multi-car  ownership  is  climbing  fast—  in  1960 
16%  of  homes  had  two  cars-29%  in  1970-with  35% 
predicted  for  1980.  Add  to  these  domestic  figures  an 
even  better  overseas  picture  for  companies  operat- 
ing internationally  —  in  nearly  every  major  overseas 
area  the  growth  of  car  registration  has  outstripped 
our  own.  These  markets,  in  our  opinion,  offer  great 
long  range  potential  for  growth. 

What  about  the  effect  of  more  public  transporta- 
tion which  some  environmentalists  call  for?  We  look 
at  that  market  very  positively  —  research-oriented 


companies  should  find  future  profit  there.  But  as  for 
the  effect  on  automobile  tires,  even  doubling  mass 
transit,  which  could  not  happen  soon,  would  only 
reduce  car  usage  by  around  4%. 

What  about  the  effect  of  longer  life  expectancy 
of  radial  and  belted  tires?  Basically,  our  long  wear- 
ing tires  mean  that  our  customer  will  pay  more  for 
a  tire  he'll  have  to  replace  less  often.  His  cost  per 
mile  may  be  about  the  same  —  maybe  a  little  lower. 
While  this  might  indicate  some  loss  of  replacement 
sales  later,  we  see  more  cars,  more  highways,  and 
more  leisure  time  contributing  to  a  continued  rise  in 
sales  in  spite  of  the  longer  wearing  radials.  This  is 
already  proving  to  be  the  case  in  Europe,  where 
radials  already  dominate  in  the  replacement  market. 

RECREATIONAL  VEHICLE  BOOM 

Since  1968  the  recreational  vehicle  market  has 
skyrocketed.  By  1971  it  was  a  1.6  billion  dollar  busi- 
ness. As  we  see  it,  that  figure  will  double  by  1980. 
A  good  indication  of  the  kind  of  growth  this  industry 
is  experiencing  can  be  seen  in  the  sales  of  pickup 
trucks,  a  popular  recreational  vehicle:  since  1962 
sales  have  increased  106%!  But  the  market  is  a  well 
diversified  one  with  motor  homes,  dune  buggies, 
trailers,  pickup  campers  all  contributing  to  a  stable 
business.  All  the  vehicles  represent  good  volume  for 
the  tire  and  rubber  industry.  Many  of  the  heavier  units 
require  truck  tires  which  is  creating  an  entire  new 
market  —  truck  tires  designed  especially  for  recrea- 
tional vehicles. 

AN  INCREASE  IN  TRUCKS -AND  TIRES 

When  we  compare  the  figures,  we  find  fewer 
trucks  are  being  scrapped  today  than  those  being 
built.  So  the  truck  population,  and  demand  for  new 
and  retreaded  truck  tires,  are  on  the  increase.  Fur- 
ther, trucking  industry  needs  for  better  braking, 
traction,  and  quieter  tires  offer  added  opportunities 
for  research-minded  companies. 

CONCLUSION 

We  think  the  trends  and  figures  make  our  future 
look  very  good  indeed.  There  are  two  additional 
reasons  —  one,  we  are  at  the  beginning  of  a  cycle  in 
which  we  are  producing  an  appreciably  better  tire, 
and  historically,  as  with  the  tubeless  tire  and  the  wide, 
low  profile  tire,  this  has  always  been  the  forerunner 
of  an  improvement  in  business.  And  secondly,  our 
industry  is  becoming  more  experienced  and  thus 
adept  at  reacting  to  the  new  needs  of  people  and 
the  environment,  and  should  move  through  the  seven- 
ties more  confidently.  And  even  more  profitably. 


the  tire  industry 

NOW 

LOOK  AT  FIRESTONE 


Radial  Tires  — our  Research  and  Development 
pay  off.  As  the  market  demand  increases  for  radial 
tires,  our  experience  in  building  millions  of  radials 
for  foreign  markets  and  our  strong  radial  research 
in  the  sixties  has  given  us  an  edge.  Our  steel  belt 
radial  became  the  first  American  radial  tire  approved 
for  original  equipment  in  Detroit.  Our  Radial  V-1  tire, 
which  we  are  able  to  build  on  existing  tire  building 
machines, gave  us  volume  production  quickly  to  meet 
market  needs  with  a  very  smooth  riding,  quiet  tire. 
We  have  now  developed  the  capability  of  producing 
radials  by  two  different  methods,  while  our  product 
people  explore  different  radial  designs  that  can  give 
the  consumer  both  cost  and  performance  advantages. 


Tires  for  new  ways  to  move  people.  Firestone 
tires  are  already  working  on  new  kinds  of  vehicles  — 
such  as  airport  and  monorail  units.  In  addition,  our 
revplutionary  cordless  cast  tire  is  showing  great 
promise  in  our  research  for  a  better  and  better,  uni- 
form quality  tire. 


Truck  and  Camper  Tires  —  answers  before 
questions.  In  the  search  for  better  braking,  several 
years  ago  we  developed  a  cantilevered  sidewall 
passenger  tire  we  called  the  LXX.  New  standards  for 
truck  operation  call  for  highly  improved  braking, 
which  the  LXX  offered  to  passenger  cars,  so  cantile- 
vered truck  tires  are  currently  undergoing  tests  by 
the  Ryder  truck  fleet  and  at  our  Ft.  Stockton  (Texas) 
proving  ground.  The  Firestone-developed  Duplex 
Truck  tire, a  single,wide  tire  capable  of  replacing  dual 
wheels  for  heavy-duty  trucks,  now  offers  many  advan- 
tages and  applications  for  builders  and  owners  of 
recreational  vehicles. 


Our  customers  are  moving  —  Firestone's  mov- 
ing even  faster.  Nothing  is  getting  more  attention 
today  than  our  distribution  system.  Thousands  of  our 
dealers  are  expanding  and  modernizing.  Firestone 
Tire  Centers  are  sprouting  on  new  locations  around 
the  country—  in  the  next  few  years  we'll  be  adding 
hundreds  of  stores  in  the  U.S.,  England,  Canada, 
South  America  and  the  Far  East.  In  addition,  a  nation- 
wide network  of  Truck  Tire  Service  Centers  for  truck- 
ers traveling  the  far  flung  Interstates  is  underway. 
We  intend  to  be  where  our  customers  are,  when  they 
need  tires  and  service. 


For  a  copy  of  our  annual  report,  write: 


1200  Firestone  Parkway,  Akron,  Ohio  44317 


WesternJBlectriCylike  the  rest 
!.«•  1?®*  the  Fortune  soo  top  ten, 
has  Excess  Insurance  with  The  HomeJ 

Pick  up  your  teleplione  and 
find  out  why. 


You'll  learn  the  reasons  why 
nearly  one-half  of  all  the  companies 
in  the  Fortune  500  carry  Commercial 
Excess  Coverage  in  The  Home 
of  Insurance. 

Call  your  insurance  broker. 
Or  look  for  your  local  Home  agent 
In  the  Yellow  Pages.  He  is  your 
Commercial  Excess  information 
center. 

THE 


HOME 

OF  INSURANCE ' 

THE  HOME  INSURANCE  COMPANY 

59  Maiden  Lane,  New  York,  N.Y.  10038 

Affiliates:  The  Home  Indemnity  Company 

City  Insurance  Company 

Federal  Life  and  Casualty  Company 

Peoples-Home  Life  Insurance  Company  of  Indiana 

Seaboard  Surety  Company 


Mr,  Tough  Guy 


Britain's  Sir  Arnold  Weinstock  is  a  man 

very  few  people  like,  but  almost  everyone  respects. 

Britain's  General  Electric  Co.  Ltd. 
is  something  new  on  the  British  scene 
—the  one  example  of  a  major  compa- 
ny in  trouble  that  has  managed  to 
turn  the  tide.  GEC's  sales  of  $2.5 
billion  have  to  be  compared  with 
GE's  $10.2  biUion,  Westinghouse's 
$5  billion,  and  in  Europe,  to  Siemans' 
$3.8  biUion.  But  its  performance 
glows.  Net  profits  at  $169  million 
have  soared  over  twofold  since  1970. 
Following  a  60%  boost  last  year,  that 
gives  GEG  margins  of  6.6%  on  sales,  a 
return  not  bettered  anywhere  (GE 
gets  5.1%,  Westinghouse,  3.9%). 

Sole  author  of  GEC's  turnaround 
is  its  49-year-old  chief  executive.  Sir 
Arnold  Weinstock.  Fifteen  years  ago, 
Weinstock's  name  figured  nowhere. 
The  orphaned  son  of  a  Polish-Jewish 
tailor,  Weinstock  got  his  start  in  a 
small  TV  manufacturing  company. 
Radio  &  Allied  Industries,  after  marry- 
ing the  boss'  daughter.  In  late  1960, 
the  ailing  GEC,  on  the  lookout  for 
life-saving  profits,  bought  out  Radio  & 
Allied.  Weinstock,  who  had  already 
turned  his  father-in-law's  company 
into  the  most  profitable  in  the  busi- 
ness, was  part  of  the  package. 

Radio  &  Allied  Industries  was  a 
small  radio  and  TV  maker,  with  assets 
of  $7  million,  managing  to  make  big 
profits  in  a  local  boom  situation  by 
paring  the  prices  of  its  cheaply  made 
TV  sets.  GEC  (assets:  $160  million) 
made  telecommunications  equipment 
and  nuclear  power  plants.  The  most  • 
telling  indicator  of  GEC's  plight  was 
that  Weinstock  and  his  father-in-law 
were  able,  with  their  slender  assets, 
to  end  up  as  GEC's  biggest  share- 
holders, with  14%  of  the  equity. 

From  then  on,  Weinstock's  story 
reads  more  like  an  American  script 
than  an  English  one.  Within  three 
years,  after  stormy  rows  with  the  GEC 
management,  he  was  boss  of  the  com- 
pany, with  sales  of  $412  million.  With- 
in five  years  he  had  added  another 
limping  segment  of  the  industry,  AEI 
( Associated  Electrical  Industries ) , 
with  sales  of  $740  million.  One  year 
later  he  took  over  the  third  major 
British  electrical  company,  English 
Electric— sales,  nearly  $1  billion. 
What  was  left  outside  Weinstock's 
control  was  little  more  than  the  bits 
and  pieces  of  the  industry.  Fifty  per- 
cent of  the  turbo-generator  market, 
40%  of  transformers,  40%  of  electrical 
machines,  20%  of  cables,  50%  of  in- 
dustrial electronics,  45%  of  defense 
electronics,    40%    of    telecommunica- 


Brifa/n's  "other"  Genera/  Electric,  run  by 

Sir  Arnold  Weinstock,  feels  it  now  can 

play  in  the  same  league  as  the  U.S.  GE. 


tions,  90%  of  locomotives,  30%  of  elec- 
tric consumer  goods— were  all  in  Wein- 
stock's fief. 

The  captains  of  an  industry  noted 
for  its  elitism  hated  it.  They  had 
built  the  industry  in  the  prewar  days 
when  profits  sprang  from  cozy  price 
rings  and  worldwide  market  carve- 
ups,  when  competition  was  a  dirty 
word.  The  rings  managed  to  survive 
into  the  late  Fifties  when  they  finally 
fell  apart  and  the  projected  overseas 
markets  were  simultaneously  being 
painfully  exposed  to  competition.  The 
old  managements— often  titled,  always 
belonging  to  the  best  clubs— did  not 
know  how  to  respond  when  the 
Japanese  began  snatching  away  their 
markets. 

Weinstock  soon  demonstrated  that 
he  did  know  what  to  do.  He  cut 
through  pretensions  with  a  knife.  He 
gave  the  managers  a  new  sense  of 
responsibility.  He  told  them  just  what 
was  expected  of  them,  and  it  was 
plenty.  "People  are  like  elastic,  the 
more  work  they  have  to  do  the  more 
they  stretch,"  he  declared.*  A  statisti- 
cian by  training,  he  drew  up  rigorous 
performance     yardsticks     for     every 

*The  situation  is  dramatically  described  in  a  book, 
Anatomy  of  a  Merger,  a  history  of  GEC,  AEI  &  English 
Electric.  By  Oliver  Marriott  and  Robert  Jones  (a  form- 
er Forbes  writer),  Publisher:  Jonathan  Cape. 


branch  of  his  group  and  demanded 
detailed  monthly  reports  on  his  desk 
from  every  manager.  It  was  an  icy 
shower  for  many.  Like  his  country- 
man Harold  Geneen,  whom  he  resem- 
bles in  many  ways,  Weinstock  was 
demonstrating  to  his  subordinates  that 
a  big  corporation  is  still  a  business; 
it  is  not  an  institution. 

Executives  quit  the  company  by  the 
score.  "You  don't  need  to  fire  them, 
just  tell  them  what's  expected  of  them, 
and  they'll  go,"  was  Weinstock's  com- 
ment. By  the  time  he  was  through, 
layer  after  layer  of  management  wind- 
baggery  had  been  stripped  off.  The 
head  oflBce  staflFs  of  the  original  three 
companies  had  run  to  over  3,000  in- 
dividuals; GEC's  present  headquarters 
consists  of  little  more  than  100  peo- 
ple. Weinstock  shut  down  more  than 
a  score  of  factories  and  eliminated 
over  60,000  employees  (around  a 
quarter  of  the  payroll)  with  a  ruth- 
lessness  that  was  both  new  and  shock- 
ing in  Britain. 

Respected,  yes.  Popular,  no.  Wein- 
stock's methods  have  endeared  him 
neither  to  tradition-bound  industrial 
management,  class-conscious  City 
men,  nor  Labourite  trade  unionists. 
"Ruthless,  aggressive,  internal  asset- 
stripper"  are  the  epithets  attached  to 
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his  name.  One  of  his  own  managers 
said  of  him,  "Weirtstock's  technique  is 
to  pick  people  and  squeeze  them  till 
the  pips  squeak."  High  Scanlon,  the 
powerful  leader  of  the  Engineers'  Un- 
ion, dubs  him  "Britain's  biggest  un- 
employer."  And  from  elsewhere,  in  the 
lower  reaches  of  City  prejudice,  has 
come  the  inevitable  epithet,  "Bloody 
Jew!"  But  it  was  left  to  a  shrewd 
French  commentator  with  a  Gallic  eye 
for  Anglo-Saxon  games-playing  to  ob- 
serve: "They  [the  British]  see  him  as 
the  type  of  man  the  country  needs 
most.  And,  to  a  large  extent,  they  re- 
gret it." 

Weinstock  is  today  one  of  the  most 
powerful  men  in  British  business.  His 
GEC  now  controls  50%  of  the  British 
Aircraft  Corp.— the  key  to  Britain's 
futtire  in  aerospace;  50%  of  British 
Nuclear  Design  &  Construction— the 
monopoly  key  to  Britain's  future 
in  atomic  power;  19%  of  International 
Computers— Britain's  sole  hope  for  a 
future  in  computers.  In  the  nuclear 
field,    the    government   has   not   only 


urged  him  into  equity  control  but  has 
also  given  him  personal  management 
control  of  the  atomic  energy  program. 

Weinstock's  company,  of  course, 
has  no  ties  with  America's  General 
Electric.  For  years  the  two  companies 
got  along  fine,  even  though  GE  sold 
increasingly  in  Britain.  In  1972  GEC 
lost  a  trademark  suit  against  GE.  But 
Weinstock  doesn't  feel  he's  been 
placed  at  a  very  serious  disadvantage. 
"GE's  very  big  and  very  good,"  he 
says,  "but  it  doesn't  fill  me  with 
trepidation." 

Meanwhile,  his  axing  of  wasting  as- 
sets has  given  Weinstock  a  bulging 
$450  million  in  cash  with  which,  he 
tells  Forbes,  he  is  ready  to  go  shop- 
ping for  acquisitions  in  America  and 
Europe.  Weinstock  says  he's  looking 
for  growth  in  gas  turbines,  all  kinds 
of  electronics,  electrical  components, 
that  he's  after  a  bigger  world  market 
spread. 

The  British,  unlike  Americans,  ap- 
parently do  not  have  to  love  a  man 
to  respect  him." 


Money  Is  Fuel,  Too 


A  public  utility  needs  money  to  grow,  but  it 
can't  get  money  if  it  isn't  allowed  to  make  money. 


"Forget  the  energy  crisis;  we're  in  a 
financial  crisis,"  says  President  Edwin 
I.  Hatch  of  Georgia  Power  Co. 

Last  month  Georgia  Power,  the  na- 
tion's eighth-largest  power  unit,  can- 
celled public  sales  of  $175  million  in 
bonds  and  preferred  stock  scheduled 
for  November.  Its  pretax  earnings 
would  no  longer  be  twice  its  annual 
interest  charges,  the  standard  bench- 
mark for  fund  raising  by  utilities. 

It  is  an  old  story,  but  for  Georgia 
Power  a  critical  one.  Georgia  Power 
is  regulated  by  one  of  the  most  par- 
simonious power  commissions  in  the 
land  and  yet,  with  its  base  in  Atlanta, 
is  plumb  within  a  high-growth  area 
where  energy  consumption  doubles 
every  seven  years  vs.  the  ten-year  na- 
tional average.  Since  1968  Georgia 
Power  has  spent  $1.6  billion  on  new 
plant  and  is  budgeted  to  spend  an- 
other $1.3  billion  through  1975. 

Georgia  Power  is  the  largest  of  four 
utUity  subsidiaries  of  Southern  Co. 
and  contributes  roughly  half  of  South- 
em's  earnings.  But  for  five  years 
Southern's  growth  in  earnings  per 
share,  held  down  by  inadequate  rates, 
has  averaged  less  than  4%,  a  medio- 
cre performance  among  utilities  in 
Forbes'  Annual  Report  on  American 
Industry    ( Jan.   1 ) . 

Last  year  Southern  did  ease  the  fi- 


nancial bind  slightly  by  issuing  8.3 
million  shares  to  raise  $172  million 
and,  says  Hatch,  it  plans  another  issue 
soon.  But  with  its  stock  at  18  and  al- 
ready below  book  value.  Southern  can- 
not raise  much  money  without  mas- 
sive dilution.  So  austerity  has  become 
a  way  of  life  at  Georgia  Power. 
"We've  tightened  expenses  and  frozen 
employment  since  1971,"  says  Hatch. 

Meanwhile  Georgia  Power  is  bor- 
rowing heavily  from  its  bankers  and 
paying  11.5%  on  short-term  notes,  vs. 
7.9%— its  rate  for  long-term  debt— 
since  its  credit  rating  slipped  last  De- 
cember to  single  A. 

Says  Hatch,  60,  who  began  his  ca- 
reer as  legal  counsel  to  neighboring 
Alabama  Power:  "This  financial  busi- 
ness has  meant  a  right  frantic  life  for 
me.  I'm  running  here,  there  and  yon- 
der, but  you  cannot  just  sit  and  doze 
in  a  chair." 

So  far  Hatch  has  won  an  $11.1- 
million  temporary  rate  increase  from 
the  commission,  and  prospects  are 
brightening  for  an  $86-million  perma- 
nent, rate  boost,  but  the  increases 
can't  come  any  too  soon. 

"The  public,"  says  Hatch,  "is  writ- 
ing letters  10-to-l  in  our  favor  to  the 
commission.  People  now  realize  that 
with  food  and  drug  prices  rising  so 
fast,  electricity  must  cost  more  too."  ■ 
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A  newgeneration  of  PBX's 
from  the  Bell  System. 


BB^^agg" 
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Your  business's  Private  Branch  Exchange  (PBX)  is  the  basic  component  of 
your  communications  system.  Now  the  Bell  System  has  a  new  family  of  PBX's. 

These  new  PBX's  are  neatly  housed  in  compact  cabinets.  They  are 
designed  for  modular  growth,  with  plug-in  expansion  features.  They  can  handle  up 
to  2000  phones.  Because  the  consoles  of  the  new  units  are  push-button  operated, 
training  new  operators  is  a  snap. 

In  addition  to  such  basic  services  as  interoffice  dialing,  each  PBX  offers 
many  options.  Like  "station  add-on"  that  lets  you  add  a  third  person  to  a  call. 
And  "attendant  camp-on"  that  lets  your  operator  route  an  incoming  call  to  a  busy 
phone,  and  automatically  connects  it  when  the  extension  is  free. 

When  you  choose  one  of  our  PBX's,  you  get  dependable  Bell  System 
maintenance,  available  locally.  For  more  information,   •    •    -^ 
call  your  Bell  Communications  Consultant.  We  know     WC  HCSUT  yOU« 
your  business  communications  needs  keep  changing. 
Our  new  generation  of  PBX's  keeps  pace. 


Lesson  We//  Learned 


Those  announcements  of  paper  mill  expansion- 
do  they  indicate  the  industry  is  going  to  overbuild 

again?  Not  likely.  Here's   why. 


Two  xraNGS  could  ease  the  current 
tightness  in  the  supply  of  paper  and 
paper  products— the  construction  of 
additional  plant  or  an  economic  down- 
turn. The  two  coming  together,  as 
happened  last  time  around,  would 
quickly  reverse  the  industry's  rising 
profit  curve. 

Supplies  of  pulp,  paper  and  paper- 
board  are,  for  a  variety  of  reasons, 
pinched  and  not  likely  to  get  any  bet- 
ter between  now  and  1975.  The  an- 
swer to  the  shortage,  since  no  one 
seems  to  be  rooting  for  a  recession, 
lies  in  more  plant,  but  the  rush  to 
build  is  hardly  on.  The  American 
Paper  Institute  is  projecting  for  all 
grades  of  paper  and  paperboard  an 
average  annual  growth  rate  of  about 
2%  over  the  next  three  years,  slightly 
more  than  half  the  annual  rate  since 
1956.  Pollution  control  costs  this  year 
will  eat  up  nearly  half  the  industry's 
capital  expenditures.  Very  little  mon- 
ey is  earmarked  for  actual  expansion. 

There  was  a  flurry  of  interest  when 
Champion  International  and  Scott  Pa- 
per recently  announced  capital  spend- 
ing programs  of  $1.25  billion  and 
$130  million,  respectively,  but  a  clos- 
er look  at  their  plans  makes  it  clear 
that  the  demand  side  of  the  equation 
is  not  going  to  be  affected  to  any 
significant  degree.  "Although  36%  of 
its  1972  sales  of  $1.9  billion  were  in 
paper  and  allied  products.  Champion 
plans  to  spend  only  5.6%  ($70  mil- 
lion) of  its  massive  five-year  outlay 
on  the  construction  of  new  paj>er- 
making  facilities.  Moreover,  Cham- 
pion's expansion  of  its  Courtland,  Ala. 
plant  is  not  exactly  news;  first  an- 
nounced last  March,  the  Courtland 
tonnage  has  already  been  factored  in- 
to the  API's  three-year  projections. 

Scott,  making  the  largest  single 
capital  commitment  in  its  history,  is 
building  a  mill  in  Winslow,  Me.,  that 
will  have  a  capacity  of  750  tons  of 
bleached  kraft  pulp  per  day.  But  the 
$130-million  plant  will  replace  an 
existing  450-ton  plant  which  is  being 
shut  down  for  environmental  reasons. 
Net  gain:  300  tons  per  day— enough 
to  push  the  API's  growth  forecasts  up 


by  a  barely  visible  one-tenth  of  1%. 
The  other  big  companies  are  sit- 
ting on  the  sidelines,  basking  in  rela- 
tive prosperity.  The  prevailing  mood 
is  one  of  caution.  No  one  in  the  in- 
dustry is  likely  to  forget  what  hap- 
pened the  last  time  around.  In  1966 
the  cry  was  to  build  more  plant,  and 
over  a  three-year  period  capacity  was 
increased  by  over  16%.  Then  came 
the  recession  of  1969-70  and,  along 
with  it,  a  sharp  decline  in  demand 
for  paper  products,  savage  price-cut- 
ting and  a  disastrous  drop  in  indus- 
try profitability.  Aftertax  profits  as  a 
percentage  of  net  worth  slid  from 
9.7%  in  1969  to  4.8%  in  1971,  a  year 
when  the  overall  return  for  manufac- 
turing industries  was  9.6%. 

%t'i\\  Struggling 

Right  now  the  industry  is  coming 
out  of  the  other  side  of  the  trough. 
Paper  companies,  operating  close  to 
capacity,  are  on  their  way  to  produc- 
ing a  record  output,  but  even  with 
record  earnings,  margins  are  still 
struggling  back  toward  prerecession 
levels.  Price  controls  imposed  during 
a  period  of  rising  costs  have  held 
net  margins  down,  and  poor  margins 
continue  to  be  the  chief  reason  why 
most  companies  are  holding  back.  Ex- 
plains George  J.  Kneeland,  chairman 
and  CEO  of  St.  Regis  Paper,  "I  think 
we  are  in  a  very  uncertain  period.  As 
you  know,  1971  was  a  bad  year  for 
paper  companies,  1972  was  a  lot 
better,  and  1973  has  every  indication 
of  being  better,  too.  But  now  I've 
got  to  question  what  rules  I  am  going 
to  live  with.  The  general  return  for 
the  paper  industry  was  well  below 
the  average  of  all  industries,  which 
indicates  that  you  are  going  to  be 
very  careful  about  how  much  you 
put  back  in." 

Ralph  W.  Michaud,  a  veteran  pa- 
per industry  analyst  who  recently  re- 
tired from  Paine,  Webber,  Jackson  & 
Curtis,  estimates  that  net  profit  mar- 
gins, currently  in  the  5%  to  7%  range, 
must  move  up  over  10%  in  order  for 
there  to  be  any  real  return  on  capital 
expenditures.    Any    improvement    in 


margins,  he  feels,  can  only  come  from 
much  higher  prices,  and  he  believes 
c  that  the  pulp  and  paper  industry  will 
be  one  of  the  first  to  be  decontrolled 
in  the  coming  year.  The  effect  of  de- 
control on  earnings  could  be  dramatic. 
"A  $10  across-the-board  increase  for 
International  Paper  would  net  them 
about  a  dollar  a  share.  The  leverage 
is  enormous,  and  a  $10  price  in- 
crease for  IP  is  only  about  4%."  A 
similar  hike  for  Crown  Zellerbach 
would  net  90  cents  per  share. 

But  decontrol  is  a  double-edged 
sword.  Michaud  estimates  that  once 
the  lid  is  off,  pulp  prices  could  move 
anywhere  from  $25  to  $40  a  ton  over 
current  prices.  The  squeeze  will  then 
be  on  the  smaller  companies  which 
do  not  own  their  pulp  suppliers.  "The 
supply  of  wood,"  he  explains,  "and 
the  supply  of  money  are  going  to 
be  the  greatest  problems  in  the  next 
few  years,  and  I  look  for  a  great 
many  of  these  smaller  companies  to 
disappear."  The  financial  vice  presi- 
dent of  one  of  the  largest  paper  com- 
panies thinks  that  many  of  the  smaller 
firms,  when  they  come  up  against  a 
capital  spending  decision,  will  find 
they  have  to  diversify.  Why?  The  risk 
to  a  small  company  of  adding  maybe 
20%  to  capacity  in  one  block  gets 
greater  and  greater  as  the  price  of 
expansion  continues  to  climb.  Typical- 
ly, industry  oflBcials  talk  about  $100 
million  as  the  cost  of  a  major  new 
plant.  But  add  to  that,  if  it's  new, 
the  woodlands,  mill  site  and  capital 
costs,  the  necessary  working  capital, 
and,  says  Kneeland,  "you  are  fast  ap- 
proaching $250  million  for  a  mill." 

Even  when  a  company  makes  the 
decision  not  to  diversify,  it  still  must 
decide  where  in  the  paper  industry  it 
is  going  to  put  its  funds,  and,  in- 
creasingly, paper  company  officials 
are  leaning  toward  the  higher-grade 
papers  to  which  there  is  more  value 
added  in  the  manufacturing  process. 
Newsprint,  which  would  be  in  short 
supply  even  had  there  been  no  strikes, 
is  one  of  the  least  likely  investment 
targets.  As  one  industry  source  put  it: 
"When  the  big  companies  look  around 
to  see  where  they're  going  to  put  theij- 
bucks,  it's  going  to  be  where  the  re- 
turn is,  and  that  isn't  newsprint." 

Don't  look,  therefore,  for  a  repeat 
of  what  happened  in  the  late  Sixties. 
This  is  bad  news  for  paper  users, 
but  good  news  for  paper  company 
stockholders.  ■ 
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Rockwell 

International 

helped  shrink  the 

size  and  cost  of 

home  calculators. 

We're  doing 
the  same  for  office 
business  machines. 


America's  newest  home  appliance 
is  small  enough  to  fit  in  your  hand. 
And  inexpensive  enough  to  fit 
family  budgets. 

Just  five  years  ago,  such  an 
innovative  product  would  not  have 
been  possible.  Now,  with  the 
application  of  space-age  technology, 
the  home  and  briefcase  calculator 
—like  the  Unicom  103— has  opened 
a  new  growth  market. 

What's  next?  Advanced  electronic 
printing  calculators  for  commercial 
applications.  Unicom  Systems, 
our  business  machines 
subsidiary,  is  now 
marketing 
new 


machines— like  the  Unicom  500P 
—with  functions  never  before 
available  in  a  desktop  calculator. 
Such  as  running  averages, 
discounts,  square  roots  and  depre- 
ciation schedules.  All  at  a  price 
never  before  possible. 

That's  the  kind  of  company 
Rockwell  International  is.  We're 
putting  science  to  work  on  every- 
day products  from  business  machines 
to  flying  machines.  For  more  about 
us  and  our  business  machines,  write 
Rockwell  International,  Dept.  815R, 
600  Grant  Street, 

Pittsburgh,  Pa.  15219. 
Ask  for  "Calculators'.' 


t 
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Rockwell  International -where  science  gets  down  to  business. 
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Did  you  know 
there's  an  electronic 
systern  that  can 
save  lives  in 
a  burning  building? 

When  fire  breaks  out  in  a 
modern  office  tower  you  need 
new  ways  to  fight  it.  RCA  has 
developed  an  electronic  way  Its  an 
important  part  of  our  new  concept  - 
Building  Management  System  - 
to  provide  computerized  electronic 
control  for  all  major  building 
functions. 

In  case  of  fire,  BMS  sensors 
quickly  detect  smoke  and  flames 
and  report  the  earliest  signs  to  a 
computer  console. 

Then,  BMS  automatically  sounds 
fire  alarms  and  regulates  elevator 
service  so  firefighters  can  swiftly 
reach  the  blaze.  Most  important, 
BMS  assists  in  getting  people 
out  of  the  building  and  controls 
air  circulation  both  in  the  fire  area 
and  on  adjacent  floors— all  with 
electronic  accuracy 

BMS  also  performs  other  duties 
electronically  such  as  monitoring 
elevator  performance,  adjusting 
air  conditioning  and  heating  to 
changes  in  the  weather,  and  guarding 
against  break-ins  and  theft.  And, 
in  doing  all  these  things,  it  saves 
energy 

Electronics  is  creating  ingenious 
new  ways  to  enhance  life.  And 
RCA,  which  helped  create  the 
technology  itself,  is  still  pioneering 
the  electronic  way 


The  electronic  way 


The  G>ntinent  that  brought  you 

the  Common  Market  now 
brings  you  the  Uncommon  Market 


Eastern  Europe,  with  its  325  million 
people  and  20%  of  the  world's  Gross  National 
Product,  has  always  been  a  potentially  lucrative 
market.  But  trading  with  these  countries  has 
always  been  a  difficult,  if  not  impossible  task. 

Well,  all  that's  changing  now  and  trade  re- 
strictions are  relaxing  on  both  sides.  You 
probably  know  that  the  U.S.  Government  is  ac- 
tively encouraging  American 
businessmen  to  take  advantage 
oi  the  enormous  trade  oppor- 
tunities these  countries  offer. 
You  may  not  know  that  those 
opportunities  include 
demand  for  a  wide  range  of 
American  goods  and  services. 
Everything  from  farm  tractors 
to  the  design  and  construc- 
tion of  huge  petrochemical 
plants. 

What  you  need  to  know 

In  order  for  you  to  take  ad- 
vantage of  these  opportunities, 
it's  important  that  you  under- 
stand some  of  the  more  unique 
aspects  of  doing  business  there.  And  that's 
where  Chemical  Bank's  international  officers 
can  help  you.  We  have  the  financial  expe- 
rience. And  we  developed  contacts  in 
Eastern  Bloc  countries  to  simplify  your  entry 
into  these  markets. 

How  we  can  help* 

We  know,  for  instance,  that  Eastern  Bloc 
countries  have  limited  holdings  of  foreign 
currencies  which  make  it  difficult  for  them  to 
finance  trade  with  the  West.  We  also  know 
that,  for  the  most  part,  trade  between  Eastern 
Europe  and  the  United  States  still  relies  on 
financing  arrangements  especially  adapted  for 
these  markets.  And  we  can  help  you  and  your 
financial  officers  reach  a  fuller  understanding 
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oi  the  effects  these  arrangements  can  have  on 
your  international  profit  and  loss  situation. 

Whatever  your  needs  are  in  the  Eastern 
Bloc,  Chemical  Bank  is  prepared  to  meet 
them  with  everything  from  export  financing 
to  project  development  loans.  And  through 
our  network  of  European  offices  and  corre- 
spondent banks  we're  able  to  keep  you  in- 
formed on  events  that  are  of 
interest  to  international 
businessmen.  In  Eastern 
Europe  and  around  the  world. 

If  you'd  like  more  infor- 
mation on  these  promising 
new  markets  or  a  copy  oi  our 
brochure  on  Financing  Trade 
with  Eastern  Europe,  write  on 
your  company  letterhead  to 
Chemical  Bank,  Box  5161B, 
20  Pine  Street,  New  York, 
N.Y  10015.  Or  mention  your 
interest  to  your  Chemical 
Bank  representative.  He'll  tell 
you  how  Chemical  Bank  can 
supply  your  company  with 
financial  energy  in  Eastern 
Europe  and  around  the  world. 

Our  world-wide  offices. 

Main  Office:  New  York.  Branch  Offices: 
Brussels,  Frankfurt,  London,  Paris,  Tokyo, 
Zurich,  and  Nassau.  Representative  Offices  in 
Beirut,  Birmingham,  Madrid,  Milan,  Bogota, 
Buenos  Aires,  Caracas,  Rio  de  Janeiro,  Sao 
Paulo,  Mexico  City,  Hong  Kong,  Manila,  and 
Sydney.  Affiliated  Bank:  Breisach  Pinschof 
Schoeller,  Vienna,  Austria.  Correspondent 
banks  in  over  185  nations. 

ChemicalBaink 

The  American  businessman:  When  his  needs 
are  financial,  his  reaction  is  Chemical. 


As  I  See  It 

/s  there  any  future 
for  U.S.  firms  in  mining 
investments  abroad? 

These  days  U.S.  investment  is  fall- 
ing victim  to  nationalist  aspirations 
everywhere  in  the  world— from  Libya 
to  Zambia  to  Peru,  even  to  Australia 
and  Canada.  But  Harvard  Business 
School  professor  Louis  T.  Wells  Jr. 
refuses  to  be  alarmed.  These  changes, 
he  suggests,  simply  reflect  the  chang- 
ing balance  of  bargaining  power  be- 
tween the  developing  and  the  ad- 
vanced countries;  they  were  largely 
inevitable,  and  all  the  wailings  of 
outraged  stockholders  can  do  pre- 
cious little  to  change  them. 

Wells  is  no  ivory-tower  theorist.  He 
and  his  partner.  Harvard  Law  pro- 
fessor David  N.  Smith,  have  spent 
much  of  their  spare  time  in  the  last 
seven  years  counseling  the  govern- 
ments of  developing  countries  on  how 
to  shape  their  mining  policies  and 
helping  them  negotiate  mining  agree- 
ments with  various  international  com- 
panies. With  the  backing  of  the  Har- 
vard Development  Advisory  Service 
and  the  United  Nations  Development 
Program,  Wells  and  Smith  got  their 
first  job  in  1967  reexamining  the  terms 
of  Liberia's  mining  agreements  with  a 
half  dozen  big  iron  ore  companies. 
The  pair  has  gone  on  to  cultivate  a 
lengthening  list  of  governmental  cli- 
ents—Colombia, Indonesia,  Malaysia, 
Peru— in  a  specialized  area  where  the 
mining  companies  have  regiments  of 
experts  and  the  countries  have  only 
Wells  and  Smith. 

Most  recently.  Wells  was  assigned 
to  reexamine  the  terms  of  Papua 
New  Guinea's  mining  contract  with 
Rio  Tinto  Zinc's  Bougainville  Copper 
affiliate.  Perhaps  because  they  have 
so  often  acted  as  negotiators,  the 
team  is  uncommonly  sensitive  to  pow- 
er balances  in  bargaining. 


Given  the  rash  of  takeovers  in  re- 
cent months,  the  bargaining  power 
tcoiild  seem  to  rest  largehj  with  the 
governments  tliese  days,  but  obvious- 
ly that  can't  be  true. 

Wells:  Of  course  not.  In  many  in- 
stances, the  country  still  doesn't  have 
the  capital  it  needs,  can't  raise  the 
capital  it  needs,  and  finds  it  useful 
to  turn  to  a  foreign  company.  Some- 
times it  doesn't  have  the  technology 
or  the  manpower  it  needs,  and  very 
frequently  it   doesn't  ha\e   access   to 


David  Smith 


Louis  T.  Wells  jr. 


markets,  and  that's  often  a  binding 
constraint  on  a  government.  That's  in 
part  what  we  do:  look  at  the  factors 
a  government  doesn't  have  and  how 
many  foreign  companies  are  eager  to 
provide  them. 

In  general,  what  are  the  principal 
elements  you  consider  in  negotiating 
a  mining  agreement? 

Wells:  The  financial  aspects,  of 
course— the  alternative  ways  of  col- 
lecting the  money,  for  example.  It's 
important  to  determine  who  carries 
the  risks.  When  prices  go  up  or  down, 
that  is.  So,  in  structuring  the  finan- 
cial arrangements,  we  concern  our- 
selves with  the  trade-offs  between 
royalties  and  income  taxation.  On  the 
average,  one  gets  a  higher  return  on 
tax  than  on  royalty.  If  royalties  are 
high,  the  government  collects  a  lot  of 
money  even  when  prices  are  low.  But 
it  also  risks  discouraging  exploitation 
of  its  other  resources,  and  it  risks  en- 
couraging the  company  to  neglect  the 
lower-grade  ores  and  simply  skim  off 
the  best  grade.  Basically  we  concern 
ourselves  with  what  are  the  best 
terms  a  country  can  get  without  scar- 


ing the  company  off.  To  answer  that, 
one  has  to  look  at  the  company's 
need  for  materials,  its  position  in  its 
industry,  and  how  any  agreement  you 
make  is  going  to  affect  the  company's 
agreements  with  other  countries. 

In  looking  at  the  Bougainville 
agreement,  one  of  the  things  I  did  was 
to  see  what  the  government's  financial 
returns  would  have  been  if  they  had 
been  made  under  agreements  in  force 
in  other  copper  producing  countries. 
Bougainville  Copper  is  in  a  region 
where  terms  are  generally  more  favor- 
able to  the  companies,  so  one  has  to 
decide  whether  it  would  not  be  ap- 
propriate for  a  country  like  Papua 
New  Guinea  to  be  getting  the  kinds 
of  terms  that  one  finds  in  traditional 
copper  production  areas  like  Zambia 
or  Zaire  or  Peru.  One  has  to  look  at 
the  position  of  Papua  New  Guinea 
as  a  relatively  new  copper  producer 
eager  not  only  to  gain  a  share  of  the 
market  but  also  to  attract  companies 
to  develop  other  resources  that  it  has. 

These  days,  I  suppose,  the  central 
concern  for  both  companies  and  coun- 
tries is  just  how  large  the  government 
interes-t  is  going  to  be. 
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HOyif  OBJECTIVE 
CAN  AN  INSURANCE 

AGENT  BE 

IF  HE  ONLY  WORKS 

FOR  ONE  COMPANY? 


There  are  two  kinds  of  insurance  agents. 

Those  who  work  for  only  one  company  and 
those  who  represent  many  companies.  The 
agents  who  work  for  only  one  company  simply 
can't  be  as  objective  because  they  can  only 
recommend  their  company's  insurance. 

Industrial  Indemnity  is  a  major  Crum  & 
Forster  insurance  company.  And  like  all  of 
Crum  ^  Forster's  6,300  producers,  the  2,200 
agents  and  brokers  who  represent  Industrial 
Indemnity  are  independent.  They  handle  our 
workmen's  compensation,  property  and  casualty 
insurance,  and  other  companies'  insurance  as 
well.  So  when  they  make  a  recommendation, 
they  can  be  objective  about  it.  They  have 
no  obligation  to  suggest  our  insurance.  Or  any 
body  else's. 

This  independence  obviously  frees  the  agent 
to  give  you  the  kind  of  objective  advice  you 
already  expect  from  an  accountant  or  a  lawyer. 

If  one  of  our  agents  examines  your  situation 
and  then  recommends  one  of  our  competitors' 
policies,  he's  simply  doing  the  job  you  and  we 
want  him  to  do.  You  get  the  right  coverage  at 
the  right  price.  And  when  you're  satisfied,  he 
knows  you'll  continue  to  do  business  with  him. 
And  we're  motivated  constantly  to  improve 
our  coverage  and  service. 

So  far,  the  Crum  &  Forster  companies  have 
done  extremely  well  amid  this  unusually  intense 
competition.  C&r'F  provides  personal  and  busi- 
ness insurance  that  ranges  from  homeowners, 
auto,  boat  and  marine,  to  workmen's  compensa' 
tion  policies.  And  in  a  field  of  over  2,700  prop' 


erty  and  casualty  groups,  Crum  6?  Forster  is 
number  16.  COT's  total  premium  volume  is 
$666.8  million,  its  net  worth  is  $432.4  million, 
and  assets  are  over  $1 .4  billion. 

For  over  75  years,  the  Crum  &  Forster  Insurance 
Companies  have  been  writing  insurance  only 
through  independent  agents.  And  while  every- 
thing in  this  experience  has  proven  the  value  to 
you  of  using  them,  it's  just  as  important  for  you 
to  get  the  right  one. 

There  are  over  300,000  independent  insurance 
agents  in  the  country.  And,  as  we  said,  only 
2,200  of  them  have  been  appointed  to  handle 
Industrial  Indemnity.  All  of  our  agents  and 
brokers  are  insurance  professionals  who  have 
established  their  personal  and  professional 
reputations  in  their  communities. 

Call  800-447-4700  toll-free  anytime  and  we'll 
be  glad  to  tell  you  the  names  of  the  Industrial 
Indemnity  agents  who  live  near  you.  Each  of 
them  would  be  happy  to  sit  down  with  you  and 
appraise  your  insurance  situation  and  to  then 
give  you  his  expert,  objective  opinion— without 
any  obligation  to  you.  Or  to  us. 

We're  glad  to  recommend  him.  Even  though 
he  may  not  always  recommend  us. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUMc^FORSTER 
INSURANCE  COMPANIES 

THE  POUCY  MAKERS. 


As  I  See  It 


Wells:  Equity  ownership  is  a  ter- 
ribly emotional  issue  that  is  often  di- 
rectly associated  in  the  minds  of  gov- 
ernment officials  with  control,  though 
in  reality  it  may  be  only  loosely  as- 
sociated with  it.  We  try  to  separate 
the  issue  of  ownership  from  the  issue 
of  control.  There  are  a  number  of 
instances  where  the  government  owns 
a  large  amount  of  equity,  but  the 
agreement  is  structured  in  such  a 
way  that  the  company  has  full  con- 
trol over  the  operation— through  a 
management  contract,  through  the 
voting  rights  of  different  classes  of 
shares,  through  arrangements  which 
remove  the  owners  from  the  boards 
of  directors. 

We  try  to  delineate  what  decisions 
the  governments  are  capable  of  ex- 
ercising control  over,  interested  in  ex- 
ercising control  over,  and  have  suf- 
ficiently high  bargaining  power  to  ex- 
ercise control  over.  We  try  to  work 
out  an  arrangement  where  the  gov- 
ernment at  least  gets  veto  rights  on 
issues  where  it's  concerned— transac- 
tions with  affiliates,  for  example,  rate 
of  investment,  rate  of  exploitation. 

Still,  it  seems  inevitable  that  gov- 
ernments will  come  to  exert  more  and 
more  control  as  time  goes  on. 

Wells:  It's  inevitable  when  the  bar- 
gaining power  of  the  companies  de- 
creases as  it  has  in  the  copper  or  oil 
industries.  But  whether  that  happens 
depends  on  the  structure  of  the  in- 
dustry involved,  and  in  all  minerals 
it  may  not  move  in  the  same  direction 
as  that  of  copper  and  oil.  It  hasn't  in 
the  bauxite  industry.  Copper  and 
aluminum,  you  see,  are  terribly  dif- 
ferent. It  has  been  demonstrated  that 
a  country  can  survive  selling  its  own 
copper.  There  is  an  increasing  num- 
ber of  firms  going  into  the  mining 
end,  and  there  is  an  increasing  abil- 
ity to  sell  to  smelting  and  refining 
companies  that  aren't  as  interested  in 
controlling  their  source  of  copper.  But 
it's  very*  difficult  to  sell  at  least  me- 
dium quantities  of  bauxite  in  the 
world  market.  There  are  only  a  small 
number  of  very  large  buyers,  and  if 
you  want  to  sell  your  bauxite,  you 
have  to  work  out  an  agieement  with 
one  of  these  firms.  The  only  significant 
takeover  in  the  bauxite  industry  was 
Guyana,  which  produces  a  very 
special  type  or  quality— calcined. 

What  you're  suggesting  is  that  na- 
tionalism per  se  is  less  important  in 
disrupting  mining  agreements  than 
economics,  and  that,  I  suppose,  ap- 


You  con  finance  o  new 
plonl  in  New  York  Stale 
for  OS  mile  OS 
$00.<^down. 


Under  certain  conditions,  you  can  get 
1 00%  financing  for  your  new  plant  or 
major  expansion  in  New  York  State. 
For  full  details  on  this  and  many  other 
financial  benefits  including  tax  in- 
centives, attach  the  coupon  to  your 
letterhead  and  mail. 

There's  still  room  at  the  top. 
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Commissioner  Neal  L.  Moylon 
New  York  State 
Department  of  Commerce 
Dept.  MCCK,  99  Washington  Ave. 
Albany,  New  York  12210 

Please  furnish  me  more  detailed 
information  on  industrial-location 
advantages  in  New  York  State. 

NAME 
TITLE 


ADDRESS 


CITY 
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^  FREE 
SAMPLE 

With  a  Catalog  of  Unique  Gifts 

Convince  yourself  of  the  enjoyment  of 

roasted  California  Almonds.  We're 

convinced  that  once  you've  tried  the  unique 

taste,  you'll  want  to  share  them  with  friends 

and  family.  Fresh  Roasted  California 

Almonds.  About  a  dozen  crunchy  nuggets 

sealed  in  a  foil  bag.  Enjoy!  Our  color  catalog 

comes  along  with  them . .  .20  pages  of  almonds, 

almonds,  and  more  almonds,  specially  prepared 

for  every  occasion.  So  send  us  the  coupon.  And 

we'll  send  you  our  taste  treat. 

Send  This  Coupon  For  Your  Free  Sample 
Almonds  With  Catalog  To: 
House  of  Almonds,  Dept.MD.P.O.  Box  5125 
Bakersfield.  Ca.  93308. 

Your  Name 

Street  Address 


A  Tenneco  Product 


Citv 


State 


Zip  Code 
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Not  just  anottier  tiotel  in  Toronto. 
But  a  Knott  Hotel. 

Our  hotels  are  a  friendly,  personable  environment  of 
"guest  awareness"— we  cater  to  you.  Gracious  suites, 
spacious  rooms  and  special  executive  services.  Plus 
fine  restaurants,  bars  and  entertainment  you'll  really 
like.  After  all,  Knott  Hotels  have 
practiced  the  art  of  innkeeping 
since  1889.  Try  us. 

TORONTO 


THEi 


;^ 


THE  KNOTT  HOTELS: 

CHICAGO,  Now  Open 

NEW  YORK/ SAN  FRANCISCO 

TORONTO,  CANADA /LONDON,  ENGLAND 

BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 


Would  you  risk  8« 
on  ^238,000,000  in  sales? 

For  the  price  of  a  postage  stamp,  a  new  U.S.  Com- 
merce Department  booklet  can  show  you  how  to 
join  other  U.S.  manufacturers  who  last  year  alone 
racked  up  $238,000,000  in  export  sales  at  inter- 
national trade  fairs  and  U.S.  trade  centers.  You'll 
discover  that  participation  cost  may  be  as  low  as 
$300.  And  that  the  Commerce  Department  provides 
booth  design  and  construction— as  well  as  in-depth 
promotion  and  advance  calls  on  your  likeliest 
prospects  to  ensure  their  attendance.  Send  now 
for  "Overseas  Trade  Centers  and  Fairs"  by 
writing  Mr.  Marinus  van  Gessel,  Director, 
Bureau  of  International  Commerce,  U.S.  ^ 

Department  of  Commerce,  Washington, 
D.C.  20230. 
U.S.  Department  of  Commerce 


As  I  See  It 
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plies  even  to  advanced  countries  like 
Canada  and  Australia  which  have 
grown  increasingly  jealous  of  their  nat- 
ural resources  in  recent  years. 

Wells:  GBiierally  when  you  invest  in 
mining  in  an  advanced  country, 
there's  no  attempt  to  freeze  the  terms 
under  which  you  operate.  Taxes,  for 
instance.  You  find  frequent  changes  in 
the  tax  laws  that  affect  mining  opera- 
tions in  all  the  advanced  countries. 
Australia  just  dropped  the  provision 
that  excluded  gold  mining  profits  from 
income  tax,  and  it  just  dropped  the 
provision  that  excludes  20%  of  the  in- 
come for  a  large  number  of  mining 
operations  from  income  tax.  Which 
dramatically  affects  the  terms  under 
which  a  mining  company  is  operat- 
ing. We  changed  our  depletion  al- 
lowance here  in  the  U.S.  a  while 
back,  which  changed  the  terms  for 
both  past  and  future  investors.  The 
disputes  in  the  developing  countries 
frequently  arise  over  a  contract  that 
attempts  to  freeze  the  terms  for  20, 
40,  or  even  longer  periods  of  years, 
something  which  the  developing  coun- 
try can  often  not  live  with  as  its  bar- 
gaining power  changes.  One  shouldn't 
expect  a  mining  agreement  with  a 
developing  country  to  last  for  25 
years.  It  certainly  could  never  last 
that  long  in  an  advanced  country. 

By  and  large,  however,  you  seem 
to  feel  that  the  security  of  U.S.  in- 
vestments abroad  is  pretty  uncertain. 

Wells:  If  one  looks  at  the  history 
of  U.S.  manufacturing  investment 
abroad,  what  one  finds  is  that  as  long 
as  a  U.S.  firm  has  something  to  offer, 
something  that's  needed  by  a  develop- 
ing or  even  an  advanced  country, 
that  company's  in  a  very  strong  bar- 
gaining position.  But  once  it  has  noth- 
ing that's  needed  very  strongly,  often 
it's  nationalized— especially  in  the  de- 
veloping countries— but  often  some- 
thing much  more  subtle  happens.  It's 
pushed  into  selling  shares  to  locals, 
or  local  competition  grows  up  and 
the  position  of  the  U.S.  firm  becomes 
much  weaker.  At  the  turn  of  the  cen- 
tury, U.S.  firms  were  dominant  in  Eu- 
rope in  insurance,  for  instance,  and 
sewing  machines,  and  later  on  in 
autos— but  they  aren't  any  longer. 
They  weren't  nationalized,  local  firms 
grew  up  and  competed  successfully. 

In  the  mining  business,  U.S.  in- 
vestment will  survive  where  it  can 
offer  the  technology  or  markets  or 
capital  which  local  government  hasn't 
the  means  to  provide  for  itself.  ■ 
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In  the  yes-or-no  world 
tif  business,  there's  a  need 

for  a  big  bank  that  has  the 
inagination  to  find  a  way 


Sometimes  a  business  can't 
hualify  for  a  bank  loan.  But  that 
'doesn't  mean  a  bank  can't  find 
another  way  to  help. 
I  Take  the  case  of  the  Brooklyn 
glectronics  company  that  urgently 
needed  working  capital.  The  com- 
pany's balance  sheet  did  not  qualify 
it  for  a  straight  commercial  loan. 
Yet  the  firm  had  contracts  with  two 
major  municipalities  for  its  product  — 
and  the  deadline  for  delivery  was 
almost  at  hand. 


Bradley  D.  Ely,  Assistont  Vice  President 


Our  bank  and  our  bankers, 
sensing  the  possibilities,  pitched  in  to 
find  a  way  for  the  company  to  raise 
the  needed  capital.  Our  Corporate 
Finance  specialists  worked  up  a 
forecast  to  obtain  approval  for  a 
loan  from  the  Small  Business  Admin- 
istration. When  the  SBA  gave  its 
okay,  the  bank  arranged  accounts 
receivable  financing  through  our 
factoring  subsidiary,  Manufacturers 
Hanover  Commercial  Corporation. 

The     result:     the    manufacturer 


got  the  cash  flow  it  needed,  and  has 
since  reached  the  sales  and  profit- 
ability levels  forecast  by  our  bank. 

This  ability  to  find  another  way 
is  one  of  the  things  that  have  made 
Manufacturers  Hanover  an  $18-billion 
bank.  But  even  more  important,  we 
have  the  kind  of  people  who  go  out 
of  their  way  to  find  a  way.  When 
you  come  to  us  with  a  problem,  we 
respond  — with  more  than  just  a  nod 
or  shake  of  the  head. 


MANUFACTURERS  HANOVER 

We  roll  up  our  sleeves  and  get  the  job  done. 


Member  FDIC 


We  get  people  talking. 

(To  23,000,000  people  we're  the  telephone  company) 


We  brighten  their  lives  a  bit 

(Sylvania  lighting  for  home,  industry  and  photography) 


We  entertain  fhem. 

(Sylvania  color  TVand  steifo) 


We're  GTE. 

(a  growing  concern  for  your  growing  needs) 


•••• 


)rum,  Stamford,  Conn.  06904 


Baby  Foods  Are  Out;  Pet  Foods  Are  In 


A  security  analyst  tuned  to  the  sociological  trends 

should  have  sold  Gerber  Products  short  and  bought  Ralston  Purina.  * 


When  people  talk  about  the  popu- 
lation explosion,  they're  usually  talk- 
ing about  people.  Babies.  Not  at  Ral- 
ston Purina,  however.  Nor  at  Liggett 
&  Myers  or  Quaker  Oats.  Nor  at  Car- 
nation or  General  Foods.  These  com- 
panies share  65%  of  the  pet-food  mar- 
ket; the  population  explosion  they're 
talking  about  is  in  cats  and  dogs. 

In  a  nation  of  210  million  people 
the  dog-and-cat  population  now  to- 
tals 90  million— and  is  growing  three 
times  as  fast  as  the  people  popula- 
tion. The  human  population  growth 
rate  in  the  U.S.  has  fallen  to  below 
\%'  a  year;  for  dogs  and  cats,  it's 
around  3%  a  year.  There  are  current- 
ly an  estimated  58  million  domesticat- 
ed cats  and  dogs  in  the  U.S.— one  for 
every  four  people— which  explains  why 
those  five  companies  are  jubilant  about 
this  particular  population  explosion. 

It  pleases  them,  too,  that  the  peo- 
ple who  own  pets  are  just  as  doting 
as  people  who  have  babies,  perhaps 
even  more  so.  Pet  owners  are  becom- 
ing increasingly  fussy  about  what 
their  pets  are  eating.  Grocery  store 
shelves  now  are  bulging  with  hun- 
dreds of  varieties  of  pet  foods.  What's 
more,  evidence  shows  those  doting  pet 
owners  don't  seem  to  care  how  high 
the  prices  are.  Result:  Between  the 
pet  population  explosion  and  rising 
pet-food  prices,  the  market  is  grow- 
ing at  around  10%  a  year— to  a  pro- 
jected total  this  year  of  $1.75  billion. 
Profits?  About  $75  million. 

Small  wonder,  then,  that  many  su- 
permarkets have  been  cutting  back 
on  space  for  baby  foods,  and  even 
some  breakfast  cereals,  and  increas- 
ing the  amount  of  space  allotted 
for  pet  foods.  Small  wonder  that  Ger- 
ber Products  and  other  companies 
catering  to  the  baby  market  have  suf- 
fered slower  sales  and  squeezed  prof- 
it margins.  According  to  a  recent 
study  by  the  A.C.  Neilsen  Co.,  super- 
markets are  now  providing  160  linear 
feet  per  store  to  pet  foods,  vs.  only 
117  linear  feet  as  recently  as  1970. 

As  in  any  rapid-growth  business, 
the  pet-food  explosion  has  attracted 
fresh  competition.  Kellogg  was  unable 
to  estabhsh  itself  and  withdrew  in 
the  Sixties.  Campbell  Soup,  a  more 
recent  entry,  has  been  more  success- 
ful, however.  Campbell  looked  at 
some  of  the  numbers:  the  fact  that 
Americans  will  spend  $125  a  year  to 
feed  a  small  dog,  as  much  as  $250 
to  feed  a  large  one.  This  is  probably 
more  than  they  spend  on  soup,  and, 


more  importantly,  the  soup  market 
isn't  growing  by  10%  a  year.  So  Camp- 
bell barged  into  the  dog  segment  of 
the  market  with  premium  canned 
dog  foods  under  the  Recipe  label. 

Or  in  the  words  of  one  competitor: 
"Campbell  blasted  its  way  into  the 
market,  spreading  money  around  in 
promotion  as  though  it  were  going 
out  of  style.  I'd  say  it  spent  between 
$25  million  and  $30  million  on  deals, 
coupons,  advertising  and  the  like." 

So  far  Campbell's  dog  food  has 
sales  of  over  $30  miUion  a  year. 
Although  it  has  yet  to  make  a  profit 
on  its  huge  investment,  Campbell  has 
damaged  some  market  shares  in 
canned  dog  food,  which  accounts  for 
42%  of  total  dog-food  sales.  Only 
L&M's  Alpo,  among  the  major  canned 
dog  foods,  has  increased  market  share 
since  the  Campbell  onslaught. 

Price  controls,  in  the  face  of  soar- 
ing beef  and  grain  prices,  have  also 
taken  some  nicks  out  of  profits  dur- 
ing the  past  year  or  so.  Some  pro- 
ducers tried  to  hold  down  costs  by 
reformulating  their  products  to  in- 
clude more  fillers  like  soymeal  and 
chicken  parts,  only  to  have  those  prices 
take  off  too.  So  in  spite  of  a  big 
growth  in  dollar  sales  in  1973,  pet- 
food profit  margins  will  be  lower  than 
they  were  in  1972— though  a  round 
of  two  price  increases  this  year  should 
improve  profits  considerably  for  1974. 
Still,  the  1973  net  profit  margins  will 
run  about  4.5%,  vs.  2.5%  for  the  av- 
erage food  company. 

Tougher  Compefif/on 

The  big  winner  is  Ralston  Purina, 
which  is  far  and  away  the  biggest 
pet-feeder  in  the  land.  Since  1968 
it  has  lifted  its  market  share  from 
15%  to  25%,  for  around  $475  million 
in  pet  food  sales  this  year.  Ralston  has 
shown  a  knack  for  bringing  out  new 
products  that  catch  pet  owners'  imag- 
inations (if  not  the  pets'  themselves). 
Its  two  most  resounding  winners  of 
recent  years:  Chuck  Wagon,  a  dry 
dog  food,  and  Tender  Vittles,  a  moist 
cat  food.  But  even  sharp  marketer  Ral- 
ston had  a  loser  in  a  canned  dog  food 
a  couple  of  years  back. 

Ralston  Purina  pumps  big  dollars 
into  product  research,  and  even  big- 
ger dollars  into  advertising.  Last  year 
it  spent  some  $30  million  on  adver- 
tising, nearly  half  the  industiy  total 

*Sinc«  mid-1971  Gerber,  which  caters  to  human  ba- 
bies, has  dropped  from  more  than  50  to  around  16; 
Ralston,  which  is  big  in  pet  foods,  has  risen  from  tht 
mid-20s  to  45  in  the  past  five  years. 


of  $70  million.  But  the  payoff  was 
big  too.  Pet  foods  account  for  about 
20%  of  the  company's  revenues,  but 
well  over  30%  of  net  profits. 

Ralston  Purina  is  counting  on  pet 
foods  to  continue  bringing  it  growth. 
Not  only  because  of  the  increasing 
cat-and-dog  population;  not  only  be- 
cause of  the  higher  profit  margin  in 
pet  foods;  but  also  because  the  com- 
panies that  share  nearly  35%  of  the 
market  are  finding  it  more  and  more 
difficult  to  compete  with  the  Big  Five. 
Borden's  Calo  and  Armour's  Dash  have 
been  steadily  losing  ground.  Even 
among  the  leaders,  not  everyone  has 
held  market  share.  Says  William  Stir- 
itz,  who  heads  Ralston  Purina's  grocery 
products  division:  "The  cost  of  stay- 
ing in  the  market  is  soaring  every 
year.  Why,  we  will  have  spent  about 
$185  million  alone  in  new  plant  in 
just  four  years.  Those  who  have  trou- 
ble coming  up  with  new  products  will 
stagnate  and  have  to  drop  out." 

Will  the  cat-and-dog  population 
continue  to  explode  at  the  present 
rate  of  3%?  The  industry  believes  it 
will  because  there  apparently  is  a  di- 
rect correlation  between  the  fact  that 
people  are  having  fewer  babies  and 
their  affection  for  pets.  A  business  ex- 
ecutive who  lives  in  Greenwich  Vil- 
lage and  walks  her  dog  in  Washing- 
ton Square  has  made  a  hobby  of  ask- 
ing other  dog  owners  she  meets 
whether  they  would  like  to  mate  their 
dogs.  She  says:  "I  haven't  failed  to 
make  a  match  yet."  ■ 
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The  Money  Men 


Bull  on  Banks 

"Buy  bank  stocks." 

Who  says  so?  Harry  V.  Keefe,  senior  and  founding  officer 
in  the  investment  house  of  Keefe,  Bruyette  &  Woods  Inc. 
Harry  Keefe  makes  no  pretense  of  being  an  unbiased  ob- 
server; he  is,  after  all,  a  dealer  in  bank  stocks.  Neverthe- 
less, he  makes  a  persuasive  case. 

His  case,  in  essence,  is  this:  Almost  consistently  over 
the  past  15  years,  bank  stocks  have  outperformed  indus- 
trial stocks.  They  were  up  26%  last  year,  nearly  twice  as 
much  as  the  industrials;  they  were  down  about  half  as 
much  as  the  industrials  this  year.  And  yet  people  still  think 
of  them  as  dull,  boring  stocks— utilities  almost. 

Keefe  says  banks  are  likely  to  show  earnings  gains  of 
10%  to  15%  next  year  while  industrial  profits  are  likely  to 
go  down  by  5%  on  average— and  by  a  great  deal  more  in  in- 
dustries like  autos  and  housing.  Says  Keefe:  "In  20  years 
there  has  been  only  one  year— 1961— when  bank  earnings 
turned  down,  and  then  only  2%;  there  have  been  seven 
downturns  for  industrials  over  the  same  time,  with  an 
eighth  coming  up  next  year." 

And  yet  bank  stocks  on  average  sell  at  13  times  earn- 
ings. The  Standard  &  Poor's  425  industrials  command  I2J2 
times  earnings.  Based  on  their  superior  earnings  record, 
banks,  Keefe  says,  deserve  to  sell  at  a  premium. 

He  realizes  that  bank  stocks  have  had  a  stodgy  image, 
and  not  just  with  the  public.  "I'll  never  forget,"  Keefe  says, 
"when  one  of  these  go-go  fund  managers  called  me  in 
late  1969.  He  tells  me,  'Look,  I  don't  give  a  damn  about 
bank  stocks.  What  I  really  want  to  do  is  plunge  $3  million 
into  Chrysler.  I  need  a  place  to  invest  it  temporarily  while 
I  wait  for  Chrysler  to  get  ready  to  move.  I  want  a  bank 
stock  because  they  are  safe,  will  give  me  some  return  and  I 
can  pull  my  money  out  quickly.'  So  I  put  him  into  Morgan 
Guaranty  at  $50." 

In  the  end,  Keefe  says,  this  so-called  stock  market  genius 
loused  himself  up.  The  genius  sold  his  Morgan  shares  at  a 
small  loss.  Then  he  bought  Chrysler  "With  the  money,  but 
that  went  down  substantially.  So  he  sold  Chrysler  at  a  loss. 

Both  Chrysler  and  Morgan  made  strong  market  come- 
backs, but  by  then  the  genius  was  out  of  both. 

"Mr.  Smart  Aleck  could  have  made  a  killing  and  saved 
big  commission  money  just  sitting  with  Morgan  Guaranty, 
which  has  since  appreciated  162%,  if  he  had  taken  the 
time  to  figure  out  what  was  happening  instead  of  trading 
on  rumors,"  says  Keefe. 

Look,  Harry  Keefe  says,  bank  stocks  are  actually  not 
stodgy  at  all,  iJF  you  know  what  you  are  doing.  To  illustrate 
the  potential,  Keefe  cites  his  own  firm's  big  coup  back  in 
1966.  At  that  time  most  investors  felt  that  the  year's  credit 
crunch  would  squeeze  big  corporate  lenders  like  Morgan 
Guaranty.  Morgan's  stock  dropped  from  the  high  80s  to 
around  70.  Says  Keefe:  "We  began  checking  to  see  if  any 
of  Morgan's  big  clients  were  in  financial  difficulty  and  if 
Morgan  couldn't  obtain  the  funds  to  help  them  out.  We 
realized  they  were  okay.  Furthermore  our  economists  fig- 
ured that  interest  rates  were  going  to  be  coming  down 
sharply  within  the  next  few  months. 

"That  meant  that  in  1967  Morgan  would  have  a  banner 
year  on  top  of  what  looked  to  us  to  be  a  strong  year  even 
in  1966.  We  decided  to  buy  all  the  Morgan  stock  that 
was  being  offered.  In  the  end  we  tied  up  almost  80%  of 
the  firm's  capital  in  Morgan  Guaranty  shares.  We  leveraged 


to    pay    a 
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So     their 
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up  to  around  50%,  which  we 
can  do  as  dealers'  in  bank  se- 
curities. It  was  costly  when 
we  started  to  do  it  because 
interest  rates  were  still  very 
high.  So  we  had  to  be  right." 

They  were  dead  right. 
They  had  established  their 
position  in  the  late  fall  of 
1966,  and  some  four  months 
later  in  early  1967  they  be- 
gan selling  out  into  a  furious 
rally  led  by  Morgan  Guaran- 
ty. Profit:  around  80%  in  less 
than  four  months. 

A  profit  like  that  was  what 
the  go-go  boys  used  to  dream 
of  but  rarely  achieved.  Keefe, 
Bruyette  &  Woods  did  it  in 
"stodgy"  bank  stocks. 

Why  does  Keefe  think  an- 
other upward  move  could  be 
coming?  Says  he,  "This  year 
banks  have  had 
higher  price  to 
loanable  funds, 
spread  narrowed, 
ings  increased  anyway 
cause  loan  volume  was  up 
sharply.  In  1974  loan  volume 
will  increase  only  modestly, 
but  the  cost  of  bank  funds 
should  come  down  substan- 
tially. Their  spreads  will  wid- 
en dramatically.  Banks,  un- 
like utilities,  aren't  victims  of 
high  interest  rates.  Banks  are 
one  of  the  most  inflation-proof  industries  around  because 
they  can  pass  on  the  costs  of  their  raw  material,  money, 
very  quickly. 

A  bank  stock  is  a  bank  stock  is  a  bank  stock.  Does  it 
matter  which  one  you  buy?  It  does  indeed,  says  Harry 
Keefe.  "Today  earnings  among  banks  can  be  vastly  dif- 
ferent, even  among,  say.  New  York  banks.  U.S.  Trust  earn- 
ings will  be  up  this  year  better  than  20%,  Marine  Mid- 
land's will  be  down  between  3%  and  6%.  One  bank  in  the 
Southwest,  Arizona  Bank,  will  be  up  well  over  15%  and 
another  in  its  area.  Valley  National,  will  show  a  decline  in 
earnings. 

"When  banks  had  to  start  buying  money  and  diversify 
their  financial  opportunities  both  here  and  abroad,  it  re- 
quired a  strengthened  management  operation.  Top  man- 
agers like  Walter  Wriston  of  First  National  City  Bank  and 
John  Bunting  of  First  Pennsylvania  do  make  a  sizable 
difference  in  the  ability  of  their  banks  to  earn  more  money 
than  others  in  their  area.  That's  why  price/ earnings  multi- 
ples are  widening  between  banks,  reflecting  that  distinction. 

All  this  being  so,  are  Harry  Keefe  and  his  firm  going  for 
broke  again  in  bank  stock  investing?  Not  quite.  Maybe 
because  he  is  older  than  he  was  in  1966;  maybe  because 
the  situation  is  not  quite  as  clear-cut  as  it  was  then,  Keefe 
says  he  is  moving  cautiously.  "We  don't  have  anything  like 
80%  of  our  capital  tied  up  in  one  stock.  Today  we  have  al- 
most half  our  capital  in  four  stocks. 

Why  the  caution?  "Interest  rates  for  carrying  inventories 
and  loans  cost  40%  more  than  they  did  back  in  1966.  Be- 
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Your  secret 

is  safe  with 

Don  Raburn. 

Because  he  understands 
the  confidential  nature  of 
many  inquiries  he  re- 
ceives regarding  possi- 
ble locations  of  plants, 
warehouses  and  offices 
in  Dallas.  So  .  .  .  although 
Don  knows  a  great  deal 
about  available  office 
space  and  industrial  prop- 
erties, (as  well  as  every- 
thing else  you  may  want 
to  know  about  Dallas)  .  .  . 
he  also  knows  enough  to 
keep  your  inquiry  strictly 
confidential. 


DALLAS  POWER  &  LIGHT  COMPANY 
Member  of  Texas  Utilities  Company  Systerr, 


Call  or  mall  this  coupon  (in  a 

plain  brown  envelope  if  you  like) 
TO:  Don  Raburn,  Manager, 
Economic  Development,  Dallas 
Power  &  Light  Company,  1506 
Commerce,  Dallas,  Texas  75201 . 
Phone:(214)747-4011. 


Please  send: 

(  )  Dallas  fact  book 

(  )  Dallas  industrial  map 

(  )  Dallas  office  location  study 

(  )  I  have  questions,  call  nne. 


Name. 
Title  _ 


Company. 
Address _ 
Phone 


The  Money  Men 


sides,  we  don't  expect  short-term  in- 
terest rates  to  come  down  as  shaiply 
and  in  as  short  a  time  as  back  then." 
Keefe  also  says  that  buying  bank 
stocks  in  large  quantities  is  easier  said 
than  done  at  current  prices:  "Nobody 
has  been  dumping  bank  stocks  whole- 
sale because  everyone  knows  most  of 
them  are  in  very  good  financial 
shape."  Current  low  prices,  he  says, 
reflect  an  absence  of  bids  rather  than 
any  great  selling  pressure. 

A  word  of  advice  from  Keefe  to 
would-be  bulls  on  banks:  "Bank 
stocks  always  put  on  furious  rallies 
in  two  or  three  months,  obtaining 
about  one-third  to  one-half  of  theii- 
subsequent  gains  that  normally  take 
a  year  to  18  months  to  achieve.  The 
reason  for  this  is  that  a  good  deal  of 


the  supply  of  outstanding  bank  shares 
is  already  tucked  away  for  the  long 
haul  with  institutional  investors;  the 
market  is  75%  to  80%  institutional. 
With  few  sellers  and  many  large  buy- 
ers, prices  tend  to  get  pushed  up 
awfully  fast.  However,  the  prices  nor- 
mally don't  come  down  anywhere  near 
as  fast." 

With  that  caveat  Keefe  urges  in- 
vestors to  forget  their  old  prejudices 
about  bank  stocks.  They  are  not,  he 
points  out,  mere  money-rate  stocks, 
like  utilities,  for  example,  but  are  ac- 
tually a  sensible  medium  for  long- 
range  speculation. 

"I  am  convinced,"  says  Harry  Keefe, 
"that  bank  stocks  will  outperform  the 
market  as  a  whole  this  year.  Next 
year,  too."  ■ 


What  Banking  Did  for  Harry  Keefe 


There  are  two  major  firms  that  make 
the  bulk  of  their  living  by  making  a 
market  in  bank  stocks.  The  largest  is 
.Morris  Schapiro's  M.A.  Schapiro,  Inc. 
Second  largest  is  Harry  Keefe's  Keefe, 
Bruyette  &  Woods.  Both  have  prof- 
ited handsomely  from  the  fact  that 
the  rest  of  Wall  Street,  until  a  few 
years  ago,  gave  little  attention  to  bank 
stocks.  The  chief  difference  between 
the  Schapiro  firm  and  the  Keefe  firm 
is  that  the  former  began  marketing 
bank  securities  some  35  years  ago,  the 
latter  about  11  years  ago. 

Schapiro  started  his  firm  with 
$30,000  in  capital;  at  the  end  of  1972 
it  had  $18.6  million. 

Keefe  started  with  $50,000;  his 
firm's  equity  capital:  $8  million. 

Harry  Keefe,  51,  an  Amherst  grad- 
uate and  a  Navy  ofiicer  in  World  War 
II,  started  his  investment  career  as  a 
railroad  bond  analyst  in  Hartford, 
Conn,  for  R.L.  Day.  We'll  let  him  tell 
the  story. 

"In  1949  I  was  doing  bond  port- 
folio work  for  a  client  of  mine,  a  Con- 
necticut savings  bank.  Their  president 
said  to  me,  T  have  this  big  investment 
in  bank  stocks.  I  get  dividends  from 
them.  Other  than  that  I  know  noth- 
ing about  them  but  their  names.'  " 

That  wasn't  surprising.  Banks  in 
those  days  rarely  published  as  much  as 
an  income  statement— just  balance 
sheets.  If  you  wanted  to  know  how 
they  were  doing  you  had  to  compare 
one  year's  balance  .sheet  with  the  next. 

"I  went  to  New  York,"  Keefe  says, 
"and  talked  with  the  firms  active  in 
bank  stocks.  They  had  very  little  in- 
formation. People  just  bought  and  sold 
on  faith  and  for  yield.   Bank  stocks 


were  looked  upon  as  bonds." 

So  Harry  Keefe  spent  well  over  a 
year  working  up  the  data  himself.  "If 
you  asked  they'd  say,  'We  don't  pub- 
lish that  information.'  " 

It  wasn't  just  that  the  bankers  were 
more  secretive  than  other  businessmen. 
They  simply  had  no  incentive  to  be 
open.  "They  didn't  need  capital.  They 
had  interest-free  demand  deposits." 

What  changed  that  attitude  was 
that  the  banks  steadily  ran  down  the 
huge  hoard  of  free  earning  power, 
the  demand  deposit,  from  80%  to  well 
under  40%  for  most  big  banks.  In  the 
early  Sixties  banks  began  issuing  ne- 
gotiable CDs.  Then  in  the  mid-Sixties 
came  the  first  Eurodollar  borrowings 
and  the  then  Comptroller  of  Curren- 
cy, James  Saxon,  allowed  banks  to  is- 
sue capital  notes  for  the  first  time. 

According  to  Keefe  the  most  crucial 
change  afiecting  bank  stocks  was  the 
modification  in  1970  of  the  Bank 
Holding  Company  Act  of  1956.  "Take 
First  National  of  Chicago.  Up  until 
two  or  three  years  ago  I  don't  think 
they  ever  raised  money  in  capital  mar- 
kets. It  was  all  out  of  retained  earn- 
ings. But  with  acquisitions,  the  dif- 
ference between  10  and  16  times 
earnings  means  something." 

Keefe  recalls  how  15  years  ago  the 
highest  personage  he  could  get  to  at 
the  Bank  of  America  was  the  assistant 
ca.shier— and  that  for  30  tninutes  at  a 
time.  Now,  Bank  of  America  some- 
times trots  out  a  half  dozen  of  its  top 
management  for  all-day  seminars  with 
investment  people.  "Its  not  iu'cati.se 
they  l()\e  Harry  Keefe,"  he  says,  "but 
because  they  need  me  and  otiiei'  ana- 
lysts to  sell  them  to  investors." 
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We're  not  as  interested  in  shotgunning 
as  we  are  in  pinpointing. 


At  Richmond  Corporation  our  aim 
has  ahv^y  s  been  to  maximize  profits. 

Which  we  believe  we  can  do  best 
by  acquiring  successful  and  closely 
related  affiliates  who  can  further 
benefit  by  Richmond  Corporation 
advantages: 

Namely,  the  coordination  of  func- 
tions, pooling  of  services,  amplified 
cross-mauketing,  and  a  mutual  ex- 
change of  talent,  ideas,  and  capital. 

So ,  while  othei's  may  choose  broad 
diversification,  we'vepurposely  lim- 
ited ours  to  products  and  services  we 


know,  aimed  at  markets  we  under- 
stand. 

Richmond  Corporation. 

We're  a  holding  company  with 
eleven  affiliates  in  insurance,  mutual 
funds,  real  estate  and  allied  financial 
services.  With  consolidated  assets 
of  more  than  a  billion  dollars. 

Marketing  interrelated  products 
and  services  throughout  the  U.  S. , 
Canada,  Puerto  Rico,  the  Bahamas, 
Guam,  and  the  Virgin  Islands. 

Our  five  year  record  pinpoints  j  ust 
how  profitable  our  concept  has  been. 


Net  operating  income  per  share ' 
$2.00 

1.50 

1.00 


.50 


00 
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RICHVIOISD 

CORPORATION 

Look  into  us  for  all  we're  worth. 


Richmond  Corporation,  91 4  Capitol  St ,  Richmond.  Virginia  2321 9/The  Life  Insurance  Company  of  Virginia/Lawyers  Title  Insurance  Corporation/Leatherby 
Companies.  I nc 7 Morton  G  Thalhimer,  Inc/lnsurance  fVlanagement  Corporation/First  Virginia  Management  and  Research  Corporation/DANAC  Real 
Estate  Investment  Corporation/Systems  Engineering  Corporation/Insurance  Finance  Company/ Actuarial  Planning  Inc./Old  Equity  Financial  Corporation 

■  Adjusted  for  two-lor-one  stock  split  May ! 7.  ',973. 


POinCIRMfl 

OfflCE/inDOSTRinL 

PARK 

■  A  prime  location  in  Central  Florida's  highway 
network. 

■  Fully  graded  sites  with  sewer,  water  (under- 
writer fire  flow  capacity),  rail. 

■  269,000  labor  pool  within  30  mile  radius. 
Protective  covenants  to  assure  compatible  neigh- 
bors in  this  modern  new  park  located  13  miles 
from  Walt  Disney  World,  21  miles  from  Orlando 
in  thriving  Central  Florida. 

Poinciana  Office/ Industrial  Park  is  adjacent  to 
the  beautiful  "new  town"  of  Poinciana  ...  a  com- 
munity planned  to  provide  another  continuing, 
growing  labor  market  potential. 

Learn  how  you  can  join  firms  such  as  The  Lerio 
Corporation,  Best  Western,  Arthomic — which  have 
already  chosen  locations  at  Poinciana  Office/In- 
dustrial Park. 

For  full  information  on  this  outstanding  new 
park,  its  facilities  and  its  opportunities  for  your 
business,  give  a  call  or  send  the  coupon. 


1.  Phase  One  of  Park  now  completed.  2.  93-room 
Poinciana  Motel  with  dining  room,  meeting  facili 
ties.  3.  400,000  gallon  elevated  water  storage 
tower.  4.  70,000  square  foot  Industrial  buildin 


Poinciana  Oftice/ Industrial  Park  F-1015 

Designed  by  GAC  Industrial  Development  Inc 
Member  01  National  Association 
of  Industrial  Parks. 

Mr.  James  H.  Franc,  C.  I.  D. 
Manager  Industrial  Sales 
GAC  Industrial  Development  Inc 
3150  North  Poinciana  Boulevard 
Kissimmee,  Florida  32741 
Telephone  (305)  348-5000 

Please  send  me  the  nevt  brochure  on  the  Central 
Florida  area  and  Poinciana  Office/ Industrial  Park. 
I  am  planning  an  office  n      warehouse   D      or 
manufacturing  plant  D. 
I  will  require  # square  feet. 

Name^ . 


Title. 


Company- 
Telephone. 
Address 


City- 
state  . 


Zip. 


GAC  Industrial  Development  Inc 
A  unit  of  GAC  Properties  Inc 

Offer  void  in  states  where  prohibited  by  law. 


Glamour  Is  as  Glamour  Does 


The  only  thing  dramatic  about  this  company  is  its  growth. 


W.W.  Grainger  Inx.  sells  motors. 
Enclosed  T-frame  capacitor  motors. 
Drip-proof  high-starting  torque  mo- 
tors. Sump  pump  motors  with  a  con- 
vertible switch.  Hand  tools  and  heaters. 

So  what?  Take  a  look  at  sales:  up 
from  $55  million  to  over  $200  million 
since  1964.  Fourteen  straight  years 
without  a  dip  in  earnings.  Return  on 
equity  is  23%.  Price  per  share:  $38. 
P/E:  32.  The  family  of  founder  Wil- 
liam W.  Grainger  (still  on  the  board 
at  age  78),  which  owns  32%  of  the 
12.9  million  shares,  thus  has  a  paper 
net  worth  of  over  $155  million. 

Grainger  is  primarily  a  merchan- 
diser, only  secondarily  a  manufacturer. 
The  company's  pride  and  joy  is  the 
580-page  Motorbook,  which  W.W. 
Grainger  started  printing  in  1928. 
For  ten  years  the  catalog  was  the 
only  outside  selUng  agent.  The  com- 
pany now  has  220  full-time  salesmen, 
but  the  catalog  still  brings  in  a  sub- 
stantial part  of  the  business.  By  now 
over  40  million  copies  have  been 
printed,  and  Grainger  is  more  or  less  a 
household,  or  workshop,  word.  "I 
used  to  see  the  Motorbook  lying 
around  my  father's  workshop  as  a 
kid,"  says  John  Nicholas,  who  follows 
the  company  for  Chicago's  William 
Blair  &  Co.  "I  can  hardly  believe  this 
is  a  glamour  company." 

Looks  Are  Deceiving 

It  certainly  isn't  to  look  at  it.  The 
spartan  corporate  offices  in  Chicago 
are  grafted  onto  a  spotlessly  clean 
warehouse  where  automatic  hand 
trucks  purposefully  fulfill  their  ap- 
pointed rounds,  loaded  with  motors 
and  tools  for  Grainger's  nationwide 
branches.  A  deliveryman  comes  in 
with  a  package.  Edward  Schmidt, 
president,  initials  the  sales  slip.  "I 
have  to  pay  bills,  too,"  he  says.  Out- 
side, a  power  mower  drones  away,  lest 
anyone  forget  motors. 

About  30%  of  sales  comes  from 
product  lines  manufactured  by  the 
company  and  its  two  recent  acquisi- 
tions, Doerr  and  McMillan.  The  rest 
comes  from  such  suppliers  as  Emer- 
son, Westinghouse  and  General  Elec- 
tric. Why  buy  someone  else's  equip- 
ment from  Grainger?  "Service," 
Schmidt  says.  "We  have  the  motors 
in  stock  in  123  branches.  We  have 
parking  everywhere  except  New  York 
City.  We  make  it  easy  for  people." 

The  assistant  manager  of  New 
York's  Canal  Street  branch  is  more 
ebullient.  "They  buy  a  motor  oft  us, 
three  months  later  if  something  goes 
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wrong  they  can  bring  it  back  and  we 
give  them  a  new  one." 

Every  year  as  the  Motorbook  adds 
pages  it  attracts  more  and  more 
plurnbers,  electricians,  contractors  and 
small  manufacturers— the  mainstay  of 
Grainger's  business.  In  1966  the  com- 
pany had  225,000  customers;  this 
year  there  are  around  400,000.  To 
the  giant  electrical  supply  companies 
like  GE  and  Westinghouse,  these  ac- 
counts are  peanuts.  "They're  after  the 
larger  volume  people,"  says  Schmidt. 
"I  don't  like  to  say  we  get  the  crumbs, 
but  take  Maytag,  for  instance;  it 
would  be  silly  for  us  to  try  to  sell 
them  motors— they  get  several  car- 
loads a  day.  But  ranging  from  Maytag 
all  the  way  to  the  original  equipment 
manufacturer  who  uses  a  few  motors 
a  year,  that's  our  business." 

Much  of  that  business— Schmidt 
can't  say  exactly  how  much— goes  to 
the  replacement  market.  An  average 
sale  is  only  $58,  but  multiply  that 
by  some  3  million  sales  a  year  and  you 
generate  enough  volume  to  special- 
order  from  name  manufacturers. 

Can  private  label  motors,  free  park- 
ing and  an  inch-thick  catalog  keep 
doubling  Grainger's  sales  every  four 
years?  "Well,"  says  Schmidt,  tilting 
back  in  his  chair,  "that's  what  the 
security  analysts  asked  us  in  1964 
when  our  sales  were  $55  million. 

"  'How  do  you  anticipate  maintain- 
ing your  growth  rate,'  they  asked  us. 
Our  answer  was:  'We'll  continue  do- 
ing business  as  in  the  past.'  "  ■ 


Lovely  To  Look  At.  Vim-Ofors,  a  hif 
in  1  928,  are  no  longer  part  of 
Grainger's  vital  statistics,  but  the 
earnings  curve  still  brings  v/histles. 

lent  control  switch  In  operator's  fland.  Lowest  price  for 
quality  machine. 
What  It  irlU  do:  Removesi 
superfluous  flesh  and  reduces 
weight.  Brightens  up  com- 
plexion and  appearance.  Re- 
juvenates the  tired  ofllce  man. 
Takes  aches  out  of  golfers 
Muscles.  Re- 

lieves  Insomnia,  in- 
digestion, constipa- 
tion, bound  muscles 
and  improves  blood 
circulation. 


ROBUR 
PEDESTAL 
MODEL  ''C 

The  fiKidi  1  C  Vlm- 
Otor  consists  of  n 
table  model  complete 
and  a  sturdy  attrac- 
tive pedestal  mount- 
ing that  clImlnateM 
any  need  for  bolts 
or  attaching  to  the 
floor.  Just  Jump  in 
and  exercise.  Ne»t 
of  design  and  highly 
nnished.  Trice  Pedes- 
tal model,  complete 
$41.76.  Less  2% 


Continental  Telephone 
grows  where  the  action  is 

On  September  3,  all  America  saw  the  action  in  Ruidoso, 
New  Mexico.  It's  a  Continental  town. 

Maybe  you  thought  the  Kentucky  Derby  or  the  Irish 
Sweepstakes  was  the  world  s  richest  horse  race.  Not  by  a  long 
shot.  On  Sept.  3,  quarter  horses  sprinted  for  the  largest 
purse  in  the  history  of  race  meets  ($1,000,000),  the  All-American 
Futurity  And  all  across  the  country,  Americans  saw  it  on  TV, 
as  they  do  every  year,  with  key  help  from  the  lines  of  the 
Continental  Telephone  System. 

Ruidoso  is  a  perfect  example  of  the  way  the  "great  empty 
spaces"  are  filling  up.The  Sierra  Blanca  ski  area  is  just  17  miles 
away,  its  slopes  crowded  from  pre-Thanksgiving  to  post-Easter 
And  Continental  is  doing  business  in  hundreds  of  locales  like 
these  in  41  states. 

When  a  local  telephone  company  joins  the  Continental 
System,  we  update  equipment.  Expand  facilities.  Better  service 
creates  more  customers  and  more  phone  usage.  That's  why 
Continental  is  America's  fastest  growing  telephone  system. 

We  started  12  years  ago  with  $1.5  million  capital.Today 
we're  a  $1.7  billion  company  Our  secret:  grow  where  the  action  is. 

Want  to  read  a  success  story?  ^^% 
Just  write  for  our  Annual  Report.       I_v^ 

Continental  Telephone  Corporation 

PO  Box400,  Depf  D    Merrifield.Va.  22116 


Xerox. 
When  you  need 

a  computer 

for  a  thousand 

different  reasons. 


More  than  1,000  terminals  are  linked  to 
McDonnell  Douglas  Automation  Company's  Xerox 
time-sharing  system  in  St.  Louis.  And  most  users 
consider  each  terminal  to  be  their  personal 
computer.  So  they  use  it  a  lot. 

On  any  given  day,  there's  a  chance  that  all  these 
people  —from  a  furniture  manufacturer  doing 
financial  planning,  to  a  pharmaceutical  firm  doing 
research  and  development  — will  be  asking  questions 
and  getting  answers.  There's  hardly  ever  a  wait. 


And  McDonnell  Douglas  is  its  own  best  customer, 
using  time-sharing  for  a  variety  of  engineering, 
financial  and  budgetary  applications  at  all  their 
U.S.  divisions. 

When  it  comes  to  answering  questions  —for  a 
thousand  users  or  for  one  —Xerox  computers 
can  help. 


XEROX®  IS  a  trademark  of  XEROX  CORPORATION 


XEROX 


Is  your 

building  maintenance  dollar 

buying  all  it  siiould? 

< 

Modern  building  systems  need  more  than  old- 
fashioned  hit-or-miss  service.  They  need  Johnson 
Programmed  Maintenance. 

Our  service  experts  will  keep  all  your  systems  fine- 
tuned.  Working  the  way  they  were  designed  to 
work.  We'll  cover  as  much  as  you  say,  from  regular 
programmed  inspections,  adjustments,  cleaning, 
repairs,  parts  and  labor  — to  as  little  as  just  changing 
filters  regularly.  We'll  do  it  at  one  low  price  that's 
firm  and  easy  to  budget.  And  probably  less  than  it 
would  cost  to  do  it  yourself. 

Johnson  Programmed  Maintenance.  Get  all  the 
details  in  our  free  24-page  maintenance  brochure. 
Write  today  for  Publication  2039. 


i 


Not  So  Simple 


Why  not  turn  our  coal 

into  oil? 

Easier  said  than  done. 

If  the  U.S.  has  energy  problems, 
take  a  look  at  South  Africa.  This 
booming  economy  has  virtually  no  oil 
at  all.  But  it  does  have  huge  amounts 
of  coal,  75  billion  tons.  So  a  quarter 
of  a  century  ago,  South  Africa  began 
trying  to  convert  that  coal  into  oil 
and  gas.  It  spent,  by  South  African 
standards,  huge  sums  of  money. 

The  results?  Disappointing  to  say 
the  least. 

On  a  10,000-acre  site  bordering  on 
coal  fields  50  miles  south  of  Johannes- 
burg, the  government  poured  $150 
million  into  a  giant  coal  gasification 
plant.  Sasol— South  African  Coal,  Oil 
&  Gas  Corp.— uses  two  processes.  One 
of  them  was  devised  by  Germany's 
Ruhrchemie-Lurgi,  the  other  by  Pull- 
man's M.W.  Kellogg  subsidiary.  To 
bring  the  synthetic  gas  to  market, 
South  Africa  has  spent  another  $15 
million  for  a  100-mile  pipeline  serv- 
ing Johannesburg. 

The  plant  works  but  the  costs  are 
high.  On  a  $300-million  investment, 
$120  million  in  sales,  Sasol's  net  has 
run  around  $6  million  a  year. 

All  this  is  significant  for  the  U.S. 
because  several  American  companies. 
El  Paso,  Texas  Eastern  and  Panhandle 
Eastern,  are  adopting  the  same  Ger- 
man process  that  Sasol  uses.  Yet  South 
Africa  itself  is  not  now  prepared  to 
build  any  more  Sasols.  "Economical- 
ly," says  Managing  Director  D.P.  de^ 
Villiers,  "we  need  a  quite  different 
process."  Chairman  P.E.  Rousseau 
adds,  "The  biggest  problem  is  the 
very  high  capital  cost  of  the  known 
processes.  The  danger  exists  that  the 
escalation  of  capital  costs  may  well 
keep  pace  with  the  increase  in  the 
price  of  crude  oil." 

South  Africa  has  even  more  reason 
than  the  U.S.  for  worrying  about  de- 
pendence on  imported  oil.  Its  apart- 
heid policies  are  hardly  popular  in 
the  so-called  Third  World;  it  is  quite 
conceivable  that  with  oil  in  short  sup- 
ply some  of  the  oil-producing  nations 
could  easily  afford  the  luxury  of  cut- 
ting South  Africa  off.  At  the  moment, 
South  Africa  gets  most  of  its  oil  from 
Iran,  which  is  neither  Arab  nor  po- 
litically militant.  But  that  leaves  South 
Africa  dangerously  dependent  on  a 
single  supplier.  So  the  South  Africans 
launched  a  costly  program  to  store 
two  years'  oil  stock  in  abandoned  coal 
mines  in  the  eastern  Transvaal.  There 
is,  in  short,  no  fast  and  easy  solution 
to  the  energy  crisis  anywhere.   ■ 
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Ifsbeena 
rare  pleasure. 

How  matiy  things  in  life,  these  days, 

can  you  go  to  again  and  againwi^li 

the  same  expectancy  of  pleasure  ahfi 

never  be  disappointed?  a 

J&B,  we're  happy  to  say,  is  oj^t 

of  those  things. 

And,  in  that  sense,  a  rare  pleasure. 

But  J&B  is  also  one  of  the  most 

popular  scotches  in  the  world. 

And,  in  that  sense, 

a  very  frequent  pleasure. 


what  some  people 

are  doing  to  help  ease 

the  fuel  shortage 


Atlantic  Richfield  Company  has  just  added  the  8th  and  largest  U.S.  flag  tanker  to  its  fleet-the  ARCO  AN- 
CHORAGE-to  help  deliver  Alaska  North  Slope  crude  oil  to  the  United  States  west  coast,  and  reduce  depend- 
ency on  foreign  oil  which  may  grow  to  50  per  cent  within  this  decade.  The  Bethlehem-designed  120,000  dead- 
weight-ton supertanker  can  carry  950,000  barrels  of  oil.  She  was  built  by  our  Sparrows  Point,  Md.,  shipyard, 
which  is  scheduled  to  deliver  two  more  tankers  of  her  size  and  class  to  Atlantic  Richfield  Company  in  1974. 


Brooklyn  Union  Gas  Company,  which  supplies  half  of  New 
York  City,  sees  promise  in  its  fuel  cell  and  coal  gasification 
research,  and  in  its  efforts  to  find  and  develop  new  gas  wells. 
More  immediate,  its  new  SNG  plant  will  shortly  begin  produc- 
ing synthetic  natural  gas  from  a  naphtha  feedstock.  And  it  has 
just  installed  this  pipeline.  Built  with  Bethlehem  steel  pipe,  the 
line  taps  into  a  new  LNG  storage  and  gasification  plant  which 
is  scheduled  to  receive  its  first  delivery  of  liquefied  gas  this  fall. 


Major  oil  companies  are  investing  hundreds  of  millions  of 
dollars  in  the  search  for  oil  and  gas  deposits  in  the  world's 
continental  shelves.  More  than  200  mobile  drilling  platforms 
are  today  at  work  offshore— massive  rigs  which  cost  as  much 
as  $25  million  each  to  build,  and  upwards  of  $25,000  per  day 
to  operate.  This  jack-up  rig,  drilling  in  the  Gulf  of  Mexico,  was 
designed  and  built  by  Bethlehem's  Beaumont,  Texas,  shipyard. 

Leonard  Oil  Company  is  increasing  its  storage  capacity  so  that 
it  can  hope  to  meet  the  fuel  needs  of  its  commercial  and  resi- 
dential customers  during  next  winter's  peak-demand  periods. 
Located  south  of  Winston-Salem,  the  new  farm  of  fifteen  30,000- 
gallon  tanks  will  enable  this  distributor  to  stock  "emergency" 
quantities  of  various  fuel  oils  and  gasolines.  The  steel  tanks, 
built  to  conform  to  rigid  safety  codes,  were  fabricated  from, 
plate  produced  by  Bethlehem. 


Bethlehem 


STEEL  IS  PART  OF  THE  SOLUTION 


Providing  fashion  materials  for 

hats  and  shoes  and  jackets  and 

coats  is  just  one  of  Bemis' 

contributions. 

We're  a  packaging  company,  of 

course.  But  also  a  graphic  arts 

company,  a  specialty  paper 

company,  a  textile  company, 

and  a  coating  and  laminating 

company. 

We're  a  diversified  company 

touching  people's  lives  in 

thousands  of  ways. 

But  we're  not  a  conglomerate. 

Because  we  grow  out  of 

ourselves  .  .  .  applying  our 

own  special  kind  of  knowledge 

when  and  where  we  can  make 

a  guality  contribution. 

Consider  these  fashion  products 

of  Pervel  Industries,  Inc., 

a  Bemis  subsidiary. 

They're  related  to  our  reflective 
safety  films  and  life-extending 


cheese  packages 
and  many  other 
Bemis  products. 

Because  they  all 
derive  from  one 
of  Bemis'  basic 
technologies: 
coating  and 
laminating. 

That's  the  secret 
of  our  growth,    j 
It's  why  we've    I 
recorded  an  average  annual 
sales  growth  rate  of  1 1%  for         I 
the  years  1963-1972  .  .  .  with       ' 
1972  our  biggest  year  in  history 
($428  million  in  sales,  and  net 
income  of  $9.8  million). 

And  it's  why  we're  in  packaginc 
and  graphic  arts  and  safety 
and  the  world  of  fashion, 
et  cetera,  et  cetera. 

Bemis  Company,  Inc.,  800 
Northstar  Center,  Minneapolis, 
MN  55402. 

•LUSH.  P-80S  BUFFALO.  NAKOW  APPAREL  and  TIARA  (r* 

trademarks  of  Pervet  Industries.   Inc  .  a  Bemis  company. 
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The  Numbers  Game 


An  Active  Autumn 


An  "activist." 

That's  what  some  of  our  executive 
friends  call  John  C.  "Sandy"  Burton, 
the  conscientious  and  capable  41- 
year-old  chief  accountant  of  the  Se- 
curities &  Exchange  Commission. 

When  they're  being  polite,  that  is. 

Privately  they  are  not  so  polite. 
They  are  considerably  shaken  by  the 
increasing  torrent  of  SEC  Accounting 
Series  Releases  and  proposed  releases 
that  have  flowed  from  Bin-ton's  Wash- 
ington, D.C.  oflBce  since  he  took  over 
in  June  1972. 

And  the  accountants?  As  if  they 
didn't  have  enough  trouble  with 
class-action  suits,  stubborn  chents  and 
a  generally  unsympathetic,  carping 
press,  they  grumble.  Now  they  have 
Burton  setting  new  accounting  prin- 
ciples with  his  radical  ASR  "interpre- 
tations," taking  advantage  of  the  hia- 
tus between  the  old  rule-making  Ac- 
counting Principles  Board,  now  de- 
funct, and  the  new  Financial  Ac- 
counting Standards  Board,  which  is 
just  getting  under  way. 

The  gall  of  the  man! 

Already  some  accountants  have  re- 
turned fire.  In  an  unprecedented  ac- 
tion, Arthur  Andersen  &  Co.  went  to 
court  on  Sept.  13  seeking  to  enjoin 
the  SEC  from  applying  its  controver- 
sial ASR  146  (issued  Aug.  24), 
which  severely  restricts  the  use  of 
poohng-of-interests  accounting  for 
mergers  and  acquisitions. 

We  decided  we'd  better  hop  on 
the  Washington  shuttie  and  have  a 
talk  with  the  revolutioriist  Sandy  Bur- 
ton. Explore  the  full  scope  of  all  the 
changes  he  had  made  and  was  propos- 
ing. Why  he  felt  they  were  necessary. 
And  when  those  that  were  pending 
might  become  binding. 

"This  is  going  to  be  an  active  fall 
in  terms  of  what  we  get  out,"  Burton 
began,  speaking  as  usual  at  machine- 
gun  speed.  "We  have  a  number  of 
disclosure  type  items  which  we've  al- 
ready put  out  for  comment  and  seem 
likely  to  go  through  in  one  form  or 
another  by  the  end  of  October.  We 
have  the  question  of  liquidity  dis- 
closure, the  question  of  income  tax 
disclosure,  the  question  of  accounting 
alternative*,  the  question  of  leases, 
and  the  so-called  Guide  22  which 
calls  for  an  analytical  summary  of 
management  elections  and  assump- 
tions concerning  pension  funds,  long- 
term  contracts,  and  decisions  to  invest 
in  plant  and  equipment." 


Whoa!  we  protested.  Fiist,  let's  go 
back  for  a  moment  to  the  Arthur 
Andersen  suit  and  ASR  146,  which 
infuriates  all  those  companies  that  re- 
cently bought  up  their  own  stock  at 
bargain  prices  thinking  they  could 
use  those  shares  later  for  "pooling"  ac- 
quisitions. Burton  explained:  "We 
acted  because  the  specifics  of  the  Ac- 
counting Principles  Board  Opinion  16 
were  not  being  followed,  and  be- 
cause the  APB  was  not  issuing  inter- 
pretations and  the  Financial  Account- 
ing Standards  Board  was  not  going  to 
consider  the  matter." 

Burton,  in  short,  acted  to  fill  a 
vacuum.  "We  think  Opinion  16  clear- 
ly states,  for  example,  that  any  com- 
pany that  had  repurchased  its  own 
stock  during  the  prior  two  years  can- 
not use  pooling-of-interests  account- 
ing in  a  pending  merger.  The  only 
exception  is  where  it  can  show  a  sys- 
tematic historical  pattern  of  stock  re- 
purchases for  nonmerger  purposes," 
he  went  on.  But  since  that  restrictive 
clause  was  not  mentioned  in  an  un- 
ofiicial  1971  American  Institute  of 
Certified  Public  Accountants'  interpre- 
tation of  the  Opinion,  accountants  had 
concluded  that  it  was  "inoperative." 

"All  we  did  was  repeat  what  was 
written,  and  indicate  that  we  be- 
lieved that  the  accounting  profession 
should  enforce  what  the  Opinion  said," 
Burton  observed. 

And,  yes,  the  SEC  had  also  plugged 


a  few  loopholes  companies  had  been 
using  to  get  around  the  pooling  re- 
strictions in  Opinion  16. 

"I  think  the  thing  that  upset  the 
accounting  profession  is  that  a  great 
many  of  them  gave  their  professional 
opinion  to  clients  that  treasury  stock 
acquisitions  didn't  cause  problems  for 
poolings,"  Burton  went  on.  Hence  the 
Andersen  suit. 

We  felt  a  momentary  twinge  of 
sympathy  for  Arthur  Andersen's  ac- 
quisition-minded clients  who  had 
bought  in  their  own  stock  recently. 
Now,  if  they  wanted  to  acquire  a  com- 
pany using  repurchased  stock  they 
couldn't  just  ignore  "goodwill"  (what- 
ever amount  they  might  pay  for  the 
company  over  and  above  its  book  val- 
ue). Nor  could  they  take  salable,  un- 
dervalued assets  in  at  the  acquired 
company's  old  ^listorical  cost.  (Re- 
member those  "worthless"  film  libraries 
that  made  conglomerates  chase  movie 
companies  a  few  years  back?)  Now, 
under  purchase  accounting,  they 
would  have  to  restate  those  underval- 
ued assets  to  fair  market  value  and 
amortize  the  goodwill. 

Unless,  of  course,  they  chose  to  sell 
all  the  repurchased  stock  back  into  an 
already  shaky  stock  market,  perhaps 
punishing  shareholders.  A  not  very 
attractive  alternative. 

But  a  little  controversy  over  the 
Opinion  16  interpretation  clearly 
wasn't   going  to   slow   Sandy   Burton 


FORBES,   OCTOBER    15,    1973 


81 


The  Numbers  Game 


down  one  bit.  All  those  "disclosure 
items,"  he'd  told  us,  would  probably 
become  effective  by  the  end  of  the 
month  and  weren't  likely  to  win  him 
any  popularity  contests  in  the  execu- 
tive suites  either. 

Certainly  it  was  no  secret  that  the 
SEC's  income  tax  disclosure  proposal 
had  met  strenuous  corporate  opposi- 
tion when  it  was  first  circulated  in 
December  1972.  Now  it  was  being 
recirculated  with  new  and  even  stiff- 
er  requirements. 

Most  companies  keep  two  sets  of 
books.  One,  maximizing  earnings,  for 
shareholders.  And  one,  minimizing 
earnings,  for  the  IRS.  Burton  was  say- 
ing that  shareholders  have  a  right  to 
know  what's  in  that  other  set  of  books 
and  how  it  will  affect  future  earnings. 
Now  a  company  that  paid,  say,  35% 
of  pretax  income  to  the  IRS  would 
have  to  explain  to  shareholders  why 
it  hadn't  paid  48%  of  pretax  earn- 
ings, the  statutory  rate.  If  it  deferred 
the  payment  of  any  taxes  it  would 
have  to  explain  why.  And  now  there 
was  an  additional  clause  calling  for 
disclosure  of  how  that  deferred  tax 
expense  might  affect  earnings  over 
the  next  five  years. 

"I'm  certainly  confident  that  the 
basic  concepts  of  this  proposal  will 
be  adopted  for  the  1973  accounts," 
said  Burton. 

"This  is  one  of  the  least  under- 
stood areas  in  corporate  financial 
statements,"  he  went  on.  "You  ask 
even  sophisticated  investors  what  'tax 
expense'  is  as  stated  in  annual  reports, 
and  they'll  say  it's  the  tax  the  compa- 
ny will  have  to  pay  on  its  return  that 
year.  But  it  isn't.  You  might  say  it's 
the  amount  of  tax  a  company  would 
ultimately  have  to  pay  if  it  filed  its 
taxes  on  a  book  basis,  which  of  course 
most  of  them  don't.  People  should  be 
able  to  know  why  some  companies 
operate  with  a  very  low  effective  tax 
rate.  And  analysts  have  to  be  able 
to  know  whether  this  is  a  result,  say, 
of  a  lot  of  onetime  capital  gains  trans- 
actions, or  the  result  of  year-end  ad- 
justments in  tax  accruals,  or  a  con- 
tinuing tax  advantage  such  as  opera- 
tions in  a  country  with  a  very  low 
tax  rate." 

Next,  we  asked  Burton  to  explain 
his  "liquidity  disclosure"  idea.  This 
had  to  do  with  short-term  debt,  didn't 
it?  "Right,"  he  replied.  "In  light  of 
the  Penn  Central  situation,  the  very 
substantial  increase  in  the  use  of  short- 
term  debt,  and  our  general  review  of 
financial  statements,  we  believe  that 
this  was  a  very  significant  element  of 


corporate  financial  policy  that  was  not 
getting  much  disclosure.  All  that's 
disclosed  at  the  moment  is  a  year-end 
figure  for  short-term  debt  outstand- 
ing. No  indication  of  compensating 
balances  arrangements,  which  are  a 
major  way  in  which  short-term  debt 
is  paid  for.  No  indication  about  the 
rates  paid  on  short-term  borrowings. 
No  indication  of  the  amount  outstand- 
ing during  the  year." 

Under  Burton's  proposal,  companies 
would  have  to  disclose  how  much  of 
their  cash  on  hand  is  really  tied  up 
as  compensating  balances  for  short- 
term  borrowings.  And  hence  not  part 
of  their  liquidity.  They  would  also 
have  to  show  the  maximum  level  of 
short-term    debt    outstanding    at    any 


"I  am  pushing  the  ac- 
counting profession  to 

achieve  more  . . .  and  I 
think  that's  desirable." 


month-end  during  the  year,  and  the 
interest  rate  paid  on  it. 

Then,  let's  see.  Burton  had  men- 
tioned something  about  a  Catch  22? 
Or  rather  Guide  22,  calling  for  addi- 
tional disclosure  in  a  company's  an- 
nual lOK  forms  and  in  registration 
statements.  What  was  that  all  about? 

Managements  routinely  must  make 
a  number  of  assumptions  in  account- 
ing for  certain  transactions  that  sig- 
nificantly affect  reported  earnings,  he 
explained.  On  long-term  contracts,  for 
example,  they  have  to  estimate  costs 
and  production  volume  way  into  the 
future.  Since  long-term  contracts  had 
proven  to  be  a  frequent  source  of  "big 
bath"  write-offs,  the  SEC  felt  that  in- 
vestors were  entitled  to  judge  for 
themselves  just  how  realistic  man- 
agement's assumptions  were.  The 
same  went  for  the  assumptions  they 
made  in  funding  pension  funds.  Or  in 
justifying  investments  in  plant  and 
equipment  that  would  reduce  current 
taxes  and  hence  increase  current  earn- 
ings because  of  investment  tax  credits. 

We  didn't  suppose  that  companies 
were  too  keen  on  that  idea  either? 

No,  said  Burton.  It  was  like  the  tax 
disclosure  idea.  They  had  complained 
that  the  SEC  was  asking  them  to  give 
away  competitive  information,  and  in- 
formation that  the  average  stockhold- 
er wouldn't  really  know  what  to  do 
with  anyway. 

"But  you  see  the  test  cannot  be, 


'Can  the  average  investor  understand 
it?' "  said  Burton.  "The  professional 
institutional  investor  has  rights  also." 

Another  good  idea,  we  commented. 
But  did  it  go  far  enough?  Even  a 
well-informed  professional  analyst 
might  have  difficulty  spotting  a  po- 
tential big  bath  in  the  making,  even 
with  Guide  22,  mightn't  he? 

Tactfully,  Burton  reminded  us  of 
ASR  138  issued  earlier  this  year,  set- 
ting forth  the  SEC's  rules  of  "material 
and  unusual  charges  and  credits  to 
income,"  in  the  increasingly  important 
8K  form.  Among  other  things,  ASR 
138  strongly  urged  companies  to  dis- 
close such  things  as  the  undepreciated 
cost  of  obsolete  or  marginal  plant  and 
equipment;  the  investment  in  divisions 
operating  at  a  loss;  and  the  amount 
of  capitalized  research  and  develop- 
ment tied  to  products  that  weren't 
living  up  to  expectations  just  as  soon 
as  they  felt  that  a  "big-bath"  write- 
off might  be  necessary. 

A  lot  of  potential  dynamite  in  this! 

It  certainly  is  a  pity  shareholders 
don't  receive  those  8Ks  in  the  mail, 
we  remarked. 

"That  could  be  done,"  Burton  re- 
plied. "I  don't  resist  the  idea." 

We  were  anxious  to  leam  about 
the  last  of  his  disclosure  items  that 
were  likely  to  take  effect  for  1973 
financials:  the  "accounting  alterna- 
tives" idea.  Unless  softened  from  its 
present  form,  this  proposal  would  re- 
quire companies  that  were  not  using 
the  "prevailing  method"  of  account- 
ing in  their  particular  industry  to  dis- 
close what  impact  that  prevailing 
method  would  have  had  on  their  in- 
come statement  if  they  had  used  it. 
"As  if"  accounting,  this  is  called. 

One  particularly  thorny  area  was 
leasing— whether  a  lease  is  expensed 
or  capitalized  can  make  a  big  dif- 
ference on  the  income  statement. 

It  was  a  tough  accounting  ques- 
tion for  the  FASB. 

"We  recognize  that  there  are  major 
problems  in  determining  when  a  dif- 
ference in  accounting  is  a  reflection 
of  a  difference  in  fact,  as  opposed  to 
being  merely  a  different  way  of  ac- 
counting for  the  same  fact,"  said  Bur- 
ton. There  are  all  kinds  of  leases  and 
the  circumstances  can  vary  greatly. 
But,  he  adds:  "We  think  disclosure 
might  hold  the  line  and  give  investors 
enough  information  until  such  time  as 
the  FASB  is  able  to  deal  with  the  very 
complex  problems  of  measurement  in 
this  area." 

It  seemed  rather  clear  that  Burton 
was  putting  more  pressure  on  the  ac- 
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counting  profession  than  it  had  ever 
felt  before  from  the  SEC. 

"In  some  ways  I  am  pushing  the 
profession  to  achieve  more,  to  stretch 
their  responsibihties,"  Burton  con- 
ceded. "I  think  it's  fair  to  say  the 
profession  is  feehng  some  pressure. 
And  I  think  that's  desiiable." 

Well,  it  certainly  was  going  to  be 
an  active  fall.  How  did  FASB  Chair- 
man Marshall  Armstrong  feel  about  all 
this?  A  few  days  later  we  drove  up 
to  Stamford,  Conn,  and  paid  a  visit 
to  Armstrong  at  the  Financial  Account- 
ing Standards  Board's  striking  new 
headquarters  building. 

"We  feel  the  pressure  of  this  ob- 
viously,"  Aimstrong  conceded.  "But 
you  must  remember,  these  are  not 
simple  questions.  Many  of  them  have 
been  hanging  around  for  15  or  20 
years,  and  have  never  been  resolved." 

Despite  his  repeated  protests  that 
relations  with  Sandy  Burton  and  the 
SEC  were  excellent  and  getting  bet- 
ter by  the  day,  Armstrong  was  clearly 
at  odds  with  Burton's  approach. 

"Mr.  Burton  has  contended  for 
some  time  that  there  is  a  way  to  have 
some  kind  of  separation  of  disclosure 
from  measurement,  as  he  calls  it,"  said 
Armstrong.  "Our  view  is  very  clear 
that  disclosure  and  measurement  real- 
ly cannot  realistically  be  separated." 

We  inferred  from  Armstrong's  re- 
marks that  there  were  several  areas  of 
potential  disagreement  between  the 
FASB  and  the  SEC.  For  example,  on 
such  questions  as  the  SEC's  controver- 
sial Opinion  16  interpretation  (was  it 
an  "interpretation"?)  and  its  proposed 
accounting  alternatives  disclosure  re- 
quirements (were  they  meaningful?). 
Since  the  pronouncements  of  both 
bodies  were  binding  on  the  account- 
ing profession,  wouldn't  it  be  rather 
confusing  if  a  full-fledged  disagree- 
ment surfaced? 

"Yes,  it  could  be,"  Armstrong  said. 
"But  we  are  doing  everything  in  our 
power  to  prevent  a  situation  like  this 
from  occurring. 

"It  musf  be  clear,"  he  added,  "that 
the  SEC  has  the  power  at  law  to  do 
whatever  it  thinks  is  necessary  to  es- 
tablish accounting  standards  or  dis- 
closure standards  for  those  companies 
that  file  with  them." 

It's  just  that,  until  Sandy  Burton 
came  on  the  scene,  no  SEC  chief  ac- 
countant had  really  used  that  power. 

If  the  commissioners  of  the  SEC 
stand  by  Burton's  guns,  there  is  going 
to  be  a  wealth  of  valuable  new  infor- 
mation available  to  investors  willing 
and  able  to  do  their  homework.   ■ 


Why  lU  is  in 
the  driver  s  seat. 


Transportation/Distribution  is 
one  of  three  major  growth  areas 
tliat  keeps  lU  moving  ahead.  Not 
only  does  lU  run  one  of  the 
nation's  largest  motor  carrier 
networks  (Ryder/PIE),  it  also 
operates  extensive  distribution 
facilities  for  paper,  food  and 
industrial  products. 


With  the  combination  of  a  285 
terminal  trucking  route  structure 
and  expanding  distribution  service 
markets,  these  operating  groups 
accounted  for  47%  of  lU's  $  1 .2 
billion  in  revenues  in  1 972. 

To  learn  more,  write  Corporate 
Affairs,  DepL  CI,  lU  International, 
1500  Walnut  St,  Phila.,  Pa.  19102. 


m 

International 


SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


What  has  Sheraton 
done  for  you  lately? 


Sheraton's  opening  lots 

of  exciting  new  spectacular 

hotels  and  motor  inns 

aJl  over  the  world. 

Sheraton  has  some  great  new  travel  ideas, 

too — like  new  saunas,  new  recreation 

facihties,  new  three-day  holiday 

'  weekend  packages,  exciting  new 

^  ^  bars  and  lounges  and 

fabulous  new  restaurants. 


Right  now  there  are  more  than 

290  Sheraton  Hotels  and 

Motor  Inns  around  the  world. 

For  a  reservation  at 
any  one  just  call: 

800-325-3535. 

Or  have  your  travel  agent 
LX'N^  F*"  ^  call  for  you. 


ISJ 


Sheraton  Hotels  &  Motor  Inns 


A  WORLDWIDE  SERVICE  OF  ITT 
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In  ten  years, 

well  need  enough  electricity 

to  run  two  Americas. 


General  Electric  is  doing 
something  about  it. 


GE  is  working  to  meet  America's 
need  for  electricity.  With  a  new 
design  to  make  five  GE  nuclear 
plants  do  the  work  of  six.  With  a 
new  kind  of  fossil  fuel  plant  that 
can  be  built  in  half  the  time.  With 
gas  turbine  power  plants  to  help 
meet  today's  shortage. 

Every  day,  electricity  is  being 
called  on  to  do  jobs  never 
dreamed  of  years  ago. 

Electricity  is  cleaning  our 
air  and  water.  Reducing  crime 


and  accidents.  Fightingdisease. 

If  electricity  is  goingto  keep 
doing  all  these  jobs,  we  need 
more  power  plants.  Now.  But 
because  of  today's  concern  for 
our  energy  resources  and  the 
environment,  efforts  to  build 
new  plants  are  often  blocked. 

GE  is  trying  to  solve  this 
dilemma.  With  new  thinking. 
New  ideas.  New  technology. 

Nuclear  power  is  one  answer. 

Many  experts  feel  the  best  way 


to  provide  large  amounts  of 
clean  energy  in  the  next  decade 
is  nuclear  power. 

General  Electric  has  a  new 
design  for  nuclear  plants.  The 
BWR/6. 

It's  designed  to  produce 
more  electricity  for  its  size  than 
any  GE  nuclear  plant  yet.  F'ive 
of  them  will  be  able  to  do  the 
work  of  six  of  our  earlier  nu- 
clear plants.  And  like  all  nuclear 
plants,  it  adds  no  smoke  or 
harmful  oxides  to  the  air. 


But  nuclear  energy  is  just 
one  answer  to  America's  grow- 
ing power  needs. 

More  efficient  fossil  fuel  plants. 

Oyer  80%  of  the  electricity  in 
this  cojintry  is  generated  by 
fossil  fuel  plants. 

GElias  a  totally  new  design 
for  such  plants.  It's  a  combina- 
tion steam  and  gas  turbine  — 
called  STAG  for  short. 

In  a  STAG  plant,  up  to  70% 
of  the  heat  from  the  gas  tur- 


bine exhaust  is  used  to  make 
more  electricity. 

Another  advantage:  STAG 
plants  can  be  built  in  half  the 
time  of  conventional  plants.  2V2 
years  instead  of  5. 

Power  for  today's  needs. 

But  some  utility  companies 
can't  even  wait  2V2  years  for 
new  power  plants.  They  need 
them  right  now. 

GE  has  a  way  to  help  right 
now.  Use  powerful  gas  turbines 

Progress  for  People. 


to  generate  electricity. 

Gas  turbines  can  be  set  up 
almost  anywhere  in  a  matter  of 
months.  They  can  be  turned  on 
in  minutes.  And  a  single  gas 
turbine  can  make  enough 
power  for  25,000  people. 

There's  a  tremendous  need 
for  electricity  in  this  country. 
GE  and  the  utility  companies 
are  coming  up  with  new  tech- 
nology to  help  meet  this  need. 

Today,  tomorrow  and  ten 
years  from  now. 


GENERAL 


ELECTRIC 


We  hdwe  a  diina 
pdHcyyou  may  not 

hove  heard  cibout 


We  even  have  a  crystal  policy 
you  may  not  have  heard  about. 

It's  all  part  of  our  Gorham 
Division's  total-tabletop  concept.  By 
which  Gorham  has  added  the  new 
dimensions  of  fine  china  and 
crystalware  to  complement  its 
well-known  line  of  silver  products. 

For  instance,  if  you  own  a 
service  of  the  Gorham  silver  pattern,  "Chantilly" — the  nation's  most 
popular  for  more  than  75  years— you  now  can  add  interpretations  of 
this  design  in  china  and  crystal. 

For  Gorham,  this  addition  of  new  products  is  a  logical  step 
toward  greater  growth  and  earnings.  And  it's  a  way  to  extend  further 
Gorham's  traditional  talent  for  excellent  design. 

At  Textron,  we  help  our  35  Divisions  in  finding  ways  to 
expand  in  a  variety  of  markets— consumer,  aerospace,  industrial, 
metal  product  and  creative  capital. 

Textron. 

Growth  by  design. 


textron  Providence,  Rhode  Island  02903. 


Babe  in  the  Woods 

A  baby  yes, 
but  Louisiana-Pacific  is 
a  very  bouncy  one. 
However,  there  are  some 
wolves  in  the  woods. 

What  a  way  to  start  a  business! 
And  at  what  a  time! 

Louisiana-Pacific  Corp.  became  a 
public  company  only  last  January.  It 
began  its  new  life  with  assets  of  some 
$325  million  and  rich  in  timber. 

In  its  first  autonomous  year  of  busi- 
ness, L-P  could  easily  net  $3.50  a 
share,  for  a  stunning  return  of  31% 
on  stockholders'  equity,  12%  or  more 
on  sales. 

Louisiana-Pacific  came  into  being 
because  the  Federal  Trade  Commis- 
sion insisted  that  Georgia-Pacific 
Corp.  had  gotten  so  big  that  it  was 
monopolizing  plywood  production  in 
the  South.  The  result  was  a  com- 
promise in  which  Georgia-Pacific 
agreed  to  spin  off  a  separate  corpora- 
tion containing  about  20%  of  its  assets. 

Louisiana-Pacific,  a  timber  firm, 
was  thus  bom  into  a  boom.  It  was  an 
ideal  time  for  going  on  its  own.  Of 
L-P's  1972  sales,  fully  43%  came  from 
G-P  and  reflected  intercompany  trans- 
fer prices,  not  free  market  prices.  Ex- 
plains L-P's  President  Harry  A.  Mer- 
lo,  "1  had  no  latitude  in  selling  to  a 
better  customer." 

L-P  now  ships  close  to  90%  of  its 
pulp  abroad  to  Japan  and  Europe  at 
peak  prices:  on  an  average  $175  a 
ton  vs.  $120  a  ton  received  in  last 
year's  domestic  markets.  Adds  Merlo, 
"Last  year  1  had  to  give  G-P  an  extra 
5%  discount  on  lumber;  now  any  dis- 
tribution profit  goes  straight  into  ovu 
pockets.  Next  year  will  be  half  bad, 
half  good.  We  see  the  prime  bank  rate 
at  6%  by  the  end  of  1974,  and  hous- 
ing starts  averaging  about  1.9  million, 
about  the  same  as  in  1973."  With  a 
slower  first  half  being  balanced  with  a 
strong  second  half,  L-P  should  do  as 
well  next  "year  as  this.  Says  Merlo, 
"I  don't  look  at  problems  ahead,  just 
opportunities." 

Personal  Push 

It  was  Merlo's  ability  to  handle  his 
opportunities,  not  the  FTC  decision 
itself,  that  led  to  the  creation  of 
Louisiana-Pacific.  G-P  initially  thought 
it  could  defeat  the  FTC  by  arguing 
that  the  bulk  of  its  fourfold  increase 
in  sales  and  earnings  in  the  Sixties 
had  come  from  internal  expansion, 
not  acquisition.  "We  were  convinced 
of  our  case,"  recalls  William  Hunt, 
at  the  time  G-P's  president  and  now 
chairman   at   L-P.    "But   our  lawyers 


Merlo  of  Louisiana-Pacific 

discovered  that  of  the  150  FTC  cases 
some  80  had  been  settled  out  of  court 
with  an  agreement  by  the  company 
involved  and  the  FTC.  Of  the  other 
70  cases  only  one  company  got  off 
scot-free." 

The  better  part  of  valor,  G-P's  top 
brass  concluded,  was  to  bargain  with 
the  FTC.  But  what  to  spin  off? 

Enter  Harry  Merlo.  Merlo,  now  48, 
had  joined  G-P  in  1967  after  selling 
it  a  small  California  lumber  operation 
in  which  he  had  a  minority  interest. 

Successful  in  building  G-P  a  stake 
in  California  lumber,  Merlo  then  set 
up  an  integrated  lumber  and  pulp 
operation  in  Idaho  for  G-P.  The  next 
year  he  was  off  to  Alaska  to  revive  a 
floundering  pulp  operation  that  G-P 
jointly  owned  with  FMC  Corp. 

By  early  1972,  with  the  FTC  block- 
ing further  expansion  for  G-P,  and 
three  other  vice  presidents  ahead  of 
him,  Merlo  had  begun  to  tire  of  G-P. 
"I  went  to  Chairman  Bob  Pamplin 
and  offered  to  buy  out  the  companies 
I  had  been  running,"  says  Merlo,  who 
made  a  personal  fortune  in  California 
land  deals.  "I  wanted  to  move,  and 
told  Pamplin  I  wasn't  going  to  wait 
my  turn  to  be  G-P's  president." 

Pamplin  went  to  see  the  FTC.  The 
FTC  asked  that  G-P  agree  to  throw 
in  another  ten  or  so  lumber  and  ply- 


wood mills  and  118,000  acres  of  tim- 
ber in  Louisiana  and  Texas— on  top  of 
what  Merlo  had  asked  for.  But  in  re- 
turn, G-P  could  keep  virtually  the 
whole  of  its  prosperous  southern  pine 
operation  that  had  triggered  the  FTC 
case  in  the  first  place. 

However,  it  was  not  Merlo  but  the 
64-year-old  William  H.  Hunt  who  was 
named  chief  executive  at  Louisiana- 
Pacific;  Hunt  had  been  president  at 
G-P.  Had  Merlo  lost  out  on  his  own 
idea?  Not  at  all.  Explains  an  L-P 
aide,  "Pamplin  wanted  Hunt  to  act  as 
a  security  blanket  for  the  bankers 
and  Wall  Street  until  L-P  found  its 
feet.  They  might  have  been  scared 
off  by  Merlo's  tactics." 

Why  scared?  In  part  because  Merlo 
had  never  run  a  truly  large  company 
on  his  own.  In  part  because  he  is  a 
two-fisted  entrepreneur— a  type  which 
sometimes  worries  bankers.  So,  in  a 
sense.  Hunt  becomes  a  kind  of  cor- 
porate baby-sitter  for  Harry  Merlo  un- 
til Hunt's  retirement. 

Meanwhile,  however,  Merlo  leaves 
little  doubt  as  to  who  is  in  charge. 
He  says  flatly  he  does  not  want  to 
put  his  company  into  finished  prod- 
ucts. "We  stick  close  to  the  tree,"  he 
explains.  "If  you  go  further  into 
finished  products  like  tissue  or  mold- 
ings you  only  duplicate  your  cus- 
tomers' facilities." 

Merlo  has  shown  that  he  has  a 
knack  of  getting  more  dollars  than 
most  competitors  out  of  raw  materials. 
For  example,  in  the  Alaskan  operation, 
which  is  now  jointly  owned  by  L-P 
and  FMC,  Merlo  dropped  the  com- 
mon industry  practice  of  feeding 
whole  logs  into  a  machine  that  made 
chips  for  a  pulp  mill.  Instead  Merlo 
first  turned  the  logs  into  lumber  for 
export  to  Japan  and  then  made  chips 
from  the  remains.  Result:  an  $800 
yield  from  1,000  feet  of  logs  that 
previously  brought  in  $50. 

Merlo  is  ambitious.  He  is  eager  to 
match  his  old  company  in  size.  "We 
could  easily  go  to  $1.5  billion,"  he 
says.  How  soon?  "Pretty  soon.  In  a 
couple  of  years.  The  difference  be- 
tween big  and  smf.ll  is  just  zeros. 

"The  secret  of  success  for  L-P  is 
that  we  are  going  to  do  what  G-P 
did  in  the  Sixties.  We  are  going  to 
ma^:e  our  oflBcers  millionaires  through 
stock  options."  As  he  says  this,  Merlo's 
voice  rises,  he  warms  to  his  subject. 
Clearly  he  is  the  kind  of  man  who 
wants  to  make  money;  he's  not  just 
in  it  for  the  feeling  of  power  that 
comes  from  running  a  company. 

L-P  already  is  following  one  former 
G-P  course;  it  is  deep  in  debt.  In 
January  L-P  had  $146  million  in 
debt  vs.  $150  million  in  equity.  Since 
then  Merlo  has  had  L-P  pay  $35 
million  for  Boise  Cascade's  plywood 
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"When  you've  got  almost  half  o1 

you  couldn't  slow  down 
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/our  automotive  business  in  trucks, 
^ven  if  you  wanted  to!' 


An  interview  with  Mr.  James  H.  McNeal,  Jr.,  Group  Vice-President, 
Automotive  Products,  The  Budd  Company. 


The  passenger  car  business  may  have  to 
take  a  breath.  Some  day  soon.  When  it  does, 
we're  ready. 

Let  me  give  you  an  example  of  exactly  what 
I'm  getting  at.  Our  Automotive  Products 
Group  was  responsible  for  83%  of  sales  last 
year.  Yet,  out  of  the  83%,  40%  came  from 
wheel,  brake,  frame  and  body  component  sales 
to  the  trucking  industry.  Surprised?  It's  true. 
A  very  important  40%. 

That's  almost  a  third  of  Budd's  total. 

The  fact  is,  our  truck  business  is  booming. 
Because  the  trucking  market  is  growing 
steadily  and  well.  And  Budd's  right  there. 
Growing  with  it. 

Our  new  Frankfort  truck  wheel  and  rim 
plant  in  Ohio  will  be  opening  soon.  We've  had 
so  many  orders  for  our  famous  Bevel-Weld® 
and  Ledge-Weld®  over-the-highway  wheels, 
the  minute  the  doors  open  we  have  to  start 
running  full  steam  j«st  to  catch  up.  And  just 
the  other  day  we  announced  another  new 
plant— this  one  in  Ashland,  Ohio — to  make 
disc  brake  components  for  trucks. 

What's  been  happening  to  Gindy,  our  trailer 
manufacturing  subsidiary,  is  another  example 
of  pushing  walls  out  for  the  trucking  industry. 

They're  building  a  new  200,000  square  foot 
plant  in  Martinsville,  Va.  Gindy  is  one  of 
America's  largest  manufacturers  of  truck 
trailers  and  container  chassis. 

And  internationally,  Borlem  S.A.  Empreen- 
dimentos  Industriais,  the  leading  Brazilian 


manufacturer  of  truck  wheels,  recently  became 
one  of  our  partners.  As  did  James  B.  Carter 
Limited  in  Winnipeg,  Canada,  who  suppUes 
the  trucking  industry  with  engine  heating  ele- 
ments and  radiator  equipment. 

We  could  go  on  and  on.  Because  many  of 
the  nations'  largest  truckers  and  fleet  oper- 
ators, trailer  manufacturers  and  bus  builders 
are  customers  of  ours. 

Obviously,  The  Budd  Company  is  into  many 
things  on  many  levels.  We're  still  an  automo- 
tive company,  of  course.  But  a  lot  more  than 
just  automobiles. 

Making  cars  is  a  cyclical  business.  But  the 
way  Budd  is  now  geared,  the  ups  and  downs 
won't  hurt  as  much. 

And  that's  our  point.  We  believe  we  have 
the  right  combination  and  product  mix  for 
continued  growth.  Profitable,  steady  growth. 

Like  any  company  that's  anxious  to  move 
ahead  and  stay  ahead,  we're  taking  the 
leader's  part. 

For  us,  it's  the  only  comfortable,  meaning- 
ful stance  we  know. 


THE 


COMPA/Vy 


2155  W.  Big  Beaver  Road 
Trt.y,  Michigan  48084 


Profits  for  the  first  six  months  of  1973  were  $14,320,000 
equal  to  $2.18  per  common  share,  compared  to  $1.40  for  the 
first  half  of  1972  and  $2.18  per  share  for  the  full  year  of  1972. 
Sales  for  the  first  half  were  also  a  record,  $388,443,000. 


OurEmbajadorin 

Santo  Domingo  is  now 

perfectly  cool. 

The  Hotel  Embajador  isn't  just  the  tinest  hotel  in 
Santo  Domingo  It's  a  classic  grand  hotel  in  every 
sense.  The  rooms  are  monumental.  The  food  is 
extraordinary.  The  service  is  superb. 

It  is  everything  you'd  expect  in  a  fine  hotel, 
and  more  Steam  baths.  Tennis  courts.  Meeting 
and  banquet  facilities.  A  huge  pool  and  patio. 
An  outdoor  bar  La  Fontana,  one  of  the  city's 
most  popular  gathering  spots.  A  casino.  The 
Embassy  Nightclub  with  nightly  entertainment. 

And  a  completely  brand  new  air  conditioning 
system  that  makes  The  Hotel  Embajador  one  of 
the  most  comfortable  places  in  The  Caribbean. 

For  a  brochure,  rates  or  reservations,  see 
your  travel  agent,  or  your  nearest  Inter- 
continental sales  office.  Or  write:  General 
Manager,  Hotel  Embajador,  Santo  Domingo, 
Dominican  Republic. 


The  Hotel  Embajador 
Inter  Continental 

Santo  Domingo,  Dominican  Republic. 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  Interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.  S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas      75207 


mill  and  some  timberlan^s  at  Fort 
Bragg,  Calif,  and  cash  and  stock  for 
a  string  of  timber  mills  along  the 
Columbia  River. 

But  now  Merlo  is  after  bigger  fish. 
He  wants  a  big  pulp  mill.  Says  Merlo, 
"There  are  a  lot  out  making,  if  they 
are  lucky,  $2  million  after  taxes  on 
$100-million  sales.  If  I  can  buy  at 
book  value  I  can  make  money." 

In  cold  reality,  Merlo  will  find  he 
has  some  problems.  Lumber  and  ply- 
wood prices  have  been  dropping.  Not 
much,  but  the  peak  is  probably  past. 
And  then  there  is  Georgia-Pacific  out 


there.  G-P  is  almost  as  strong  as  ever. 
By  year-end  it  will  be  20%  bigger  in 
sales  and  earnings  than  before  spin- 
ning off^  L-P.  And  G-P  got  much  of  its 
growth  while  rival  Weyerhaeuser  was 
a  sleeping  giant.  No  big  lumber  pro- 
ducers are  asleep  these  days. 

To  all  this  Merlo  calmly  replies, 
"When  you  start  as  poor  as  I  did,  you 
learn  to  live  off  the  leavings  of  others. 
If  my  great  granddaddy  had  left  me 
< thousands  of  acres  of  cheap  timber, 
maybe  I  wouldn't  see  opportunities." 

The  ride  ahead  could  be  exhilarat- 
ing. But  bumpy.   ■ 


Ca/tex  Comes  of  Age 


Once  a  stepchild,  this  petroleum  giant 
is  beginning  to  challenge  its  parents. 


Although  it  had  revenues  of  $2.5 
billion  last  year  and  profits  of  $401 
million,  this  company  doesn't  appear 
on  any  list  of  the  biggest  U.S.  corpora- 
tions. New  York's  Caltex  Group  has 
only  two  stockholders;  no  properties 
at  all  in  the  U.S.  Yet  it  is  a  key  company 
in  the  energy  crisis. 

Caltex  is  jointly  owned  by  Standard 
Oil  Co.  (Calif.)  and  Texaco.  In  the 
past  three  years  alone  its  sales  have 
grown  by  80%  and  its  earnings  have 
trebled.  Caltex  paid  its  parents  just 
under  $100  million  in  dividends  three 
years  ago;  over  three  times  as  much 
last  year.  Take  away  the  growth  in 
Caltex  dividends  and  probably  neither 
Texaco  nor  Socal  would  have  shown 
any  earnings  gains  at  all. 

Caltex  was  created  in  1936  because 
its  parents  couldn't  begin  to  use  all 
the  oil  they  were  getting  out  of  the 
Middle  East.  There  seemed  to  be  too 
much  oil  then.  There  is  too  little  now. 

Socal  and  Texaco  have  never  mar- 
keted their  full  share  of  Middle  East- 
ern oil.  Today  Caltex  takes  about  2 
million  barrels  a  day,  of  which  Japan 
takes  over  800,000.  Japan  has  been 
perhaps  the  world's  greatest  growth 
market  and  Caltex  has  supplied  al- 
most 20%  of  it. 

Although  their  creation,  Caltex  is 
no  longer  the  creature  of  its  parents. 
It  has  increasingly  become  an  impor- 
tant factor  in  its  own  right  in  the 
world's  petroleum  situation.  The  man 
who  runs  it  is  James  M.  Voss,  57,  a 
huge,  rough-hewn  and  earthy-hu- 
mored man  who  has  spent  practically 
all  of  his  working  life  with  Caltex.  He 
is  the  first  Caltex  man  to  run  Caltex. 
As  a  young  attorney  for  the  company 
in  Japan  in  the  Fifties,  Voss  was  quick 
to  see  the  potential  of  the  Japanese 
market.   He  gets  much  of  the  credit 


for  Caltex'  continued  domination  of 
this  lucrative  market. 

It  was  not  so  long  ago  that  Caltex' 
days  seemed  numbered.  Texaco's 
tough  and  able  Augustus  C.  Long  was 
never  happy  in  his  partnership  with 
the  conservative  Socal.  In  1967  he 
forced  a  split  of  some  Caltex  prop- 
erties: its  European  refining  and  mar- 
keting properties  plus  its  tanker  fleet. 

Caltex  was  left  with  the  Japanese 
facilities  plus  markets  in  Asia  and  Af- 
rica. Odds  and  ends  once,  these  mar- 
kets have  grown  fast  and  furiously 
of  late.  Caltex'  best  customer  today 
is  Nippon  Oil,  the  No.  One  marketer 
in  Japan.  To  keep  that  market  Caltex 
and  its  Japanese  partners  have  com- 
mitted $500  million  to  refine  high- 
sulphur  Saudi  crude  to  the  require- 
ments of  the  increasingly  pollution- 
conscious  Japanese  market. 

As  supplier  to  Japan  and  to  the 
fast-growing  Pacific  Ocean  nations 
Caltex  is,  in  eff^ect,  their  agent  in  the 
increasing  scramble  for  limited  sup- 
plies. The  parents,  Texaco  and  Socal, 
want  all  the  oil  they  can  get  to  supply 
their  U.S.  and  European  markets.  They 
would  dearly  love  to  add  some  of  Cal- 
tex' 2-million-barrel-a-day  share  to 
their  own  shares  of  foreign  cnide  pro- 
duction. If  Saudi  Arabia's  King  Faisal 
permits  increased  production,  the  pa- 
rents would  like  to  lay  theii-  hands 
on  as  much  as  possible  of  the  increase. 
But  Caltex,  their  now  independent  off- 
spring, will  be  in  there,  too,  speaking 
up  for  its  good  customers. 

The  upshot  can  only  be  that  Caltex 
will  become  more  independent,  not 
less  so.  Does  it  any  longer  make  sense 
for  it  to  be  wholly  owned  by  two 
companies  whose  interests  conflict  not 
only  with  each  other  but  with  tlu-ii 
offspring's  as  well?  ■ 
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We  may  be  an 
electric  company. 

But  to  our  2,993 

communities,  we're 

a  department  of 

liealtli,  education 

and  welfare. 


We're  talking  about  economic 
health  and  welfare. 

Because  if  the  2,993  comnnuni- 
ties  we  serve  don't  flourish  neither 
do  we. 

So  we've  set  up  sort  of  a  depart- 
ment of  education— complete  with 
tests— to  help  spur  them  along. 

We  help  them  set  aside  land  for 
industrial  use.  Promote  adequate 
sewage  and  water. 

Advise  them  on  community  plan- 
ning,^ downtown  development,  fis- 
cal responsibility. 

Even  police  and  fire  protection. 

Because  it's  a  good  area  for 
industrial  expansion.  The  uncon- 
gested  regions  of  Ohio,  Indiana, 
Michigan,  Virginia,  West  Virginia, 


Kentucky  and  Tennessee.  An  area 
we've  been  actively  promoting  with 
an  ambitious  industrial  develop- 
ment program. 

Butfrankly,wecan't  recommend 
a  community  if  we  know  there's 
something  wrong  with  it.  So  we  help 
our  communities  set  their  wrongs 
right. 

So  far  our  programs— both  com- 
munity and  industrial  development 
—have  worked  so  well,  over  $500  mil- 
lion worth  of  new  industry  has  set- 
tled into  our  area  in  the  past  five 
years. 

Because  we  do  more  than  sup- 
ply electricity  to  it. 

We  help  add  the  spark  to  make 
it  grow. 


American  Electric  Power  System 

Appalachian  Power  Co.,  Indiana  &  Michigan  Electric  Co.,  Kentucky  Power  Co..  Kingsport  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co, 
For  further  information  write  Robert  W.  Rine,  AEP,  Room  11-03-F,  2  Broadway,  New  York,  N.Y.  10004 
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Think  of  the  computer  as  energy.  As  menlK 


jergy.  Power  to  get  things  done.    kMrn, 


What  you  see... 
is  what  you  get. 


Bottom 


With  Monsanto  clear  plastic  meat 
trays,  you  see  both  sides  of  what  you  buy. 

These  days,  that's  more  important 
than  ever.  If  a  shopper  can't  see  the  back 
of  a  cut,  she  may  get  something  she 
didn't  bargain  for.  Like  a  solid  wad  of  fat 
or  a  large  slab  of  bone  in  what  looked 
like  a  nice  piece  of  steak. 
That's  why  Monsanto  plastic  meat  trays  are  gaining  a  new 
importance.  They  give  the  shopper  a  clear  view  of  each  cut, 
and  a  clear  advantage  in  getting  the  best  for  her  money. 

What's  more,  they're  better  for  the  meat.  They  don't  draw 
juices  from  it,  and  the  meat  won't  stick  to  them.  They  also  can 
go  safely  into  the  home  freezer,  without  the  nuisance  and  added 
cost  of  re-wrapping. 

With  the  price  of  meat  today,  every  little  bit  helps. 
And  we're  glad  that  help  can  come  from  1 1  . 

the  science 
company. 


Visit  Monsanto's  AMERICA  THE  BEAUTIFUL  Show  af  Walt  Disney  World  in  Florida.  It's  our  Company's  Salute  to  this  Great  Land. 


Why  Own  It? 


There  is  a  trend 

toward  leasing, 

rather  than  owning 

automobiles. 

How  big  a  trend 

is  anybody's  guess. 

Surely  no  one  would  claim  that  buy- 
ing a  car  is  a  good  investment.  Drive 
a  $5,000  car  around  the  corner  from 
your  new-car  dealer  and  you  have 
probably  already  lost  $1,000.  Con- 
servatively, it  is  estimated  that  a 
car  loses  an  average  2.5%  per  month 
in  value  in  the  first  two  years,  an 
annual  depreciation  rate  of  30%;  after 
that  the  rate  of  depreciation  slows 
down,  but  costs  of  repairs  tend  to 
mount.  Unlike  a  house,  a  car  does  not 
increase  in  value  with  inflation.  Yet  a 
car  is  a  purchase  that  nearly  every 
American  must  make. 

Is  there  another  way  to  do  it?  There 
is  indeed.  Leasing.  Auto  leasing  has 
been  growing,  but  slowly.  Ten  years 
ago,  about  6.6%  of  all  new-car  regis- 
trations went  to  lease  and  fleet  sales; 
now  the  figure  is  10.5%.  That  means 
over  one  million  cars  were  purchased 
for  lease  last  year. 

Under  a  leasing  deal  for  $200  a 
month,  give  or  take  a  few  dollars, 
and  no  down  payment,  you  can  drive 
into  the  sunset  in  the  car  of  your 
dreams.  If  your  dreams  are  grander 
than  average  it  will  cost  you  more. 
You  can  call  all  kinds   of  people   to 


help  you  out— the  auto  dealer,  the 
independent  leasing  company,  even 
your  neighborhood  bank.  Tell  them 
your  dreams,  assure  them  you  make 
at  least  $15,000,  give  or  take  a  few 
thousand,  that  you  are  stable,  kind 
and  love  your  mother,  and  they  will 
probably  deliver  the  car  to  your  door. 
No  hassle;  just  sign  on  the  dotted.  If 
you  don't  meet  the  credit  or  income 
requirements,  it's  back  to  your  local 
loan  shark  or  maybe  GMAC. 

A  lease  can  be  a  full-service  lease 
in  which  the  payments  cover  every- 
thing from  licensing  and  insurance  to 
maintenance,  and  can  allow  you  to 
walk  away  from  the  car  at  the  end 
of  the  lease  with  no  additional  re- 
sponsibility. Or,  a  minimum  payment 
deal  has  you  handling  the  extras  and 
gives  you  a  stake  in  the  resale  value  of 
the  car  at  the  end  of  the  lease— for 
better  or,  sometimes,  for  worse. 

Is  leasing  really  much  difi^erent 
from  buying  on  the  installment  plan? 
Yes.  With  leasing,  you  avoid  the  25% 
down  payment. 

Leasing  is  broadening  since  the 
banks  started  moving  in  about  two 
years  ago.  Hertz,  which  has  been  in 


Buy?  Lease? 


Forbes  tried  to  put  together  a  sim- 
ple example  of  the  economics  of  a 
buy /lease  decision.  We  finally  con- 
cluded it  couldn't  be  done.  The  buy- 
or-lease  decision  is  a  matter  of  pref- 
erence rather  than  of  economics. 

We  v«ent  to  James  L.  Davidow, 
president  of  First  Lease,  Inc.,  a  sub- 
sidiary of  First  National  Bank  of 
Chicago  and  a  man  with  over  eight 
years'  experience  in  leasing:  What 
should  our  readers  consider  if  they  are 
facing  a  buy /lease  decision? 

"It  all  gets  back  to  the  main  reason 
people  lease,"  stated  Davidow,  "and 
it  is  not  actual  dollars  and  cents.  It 
is  convenience— the  idea  they  are  tak- 
ing their  tr?/nsportation  needs  to  one 
person  who  will  handle  all  their  auto- 
mobile problems.  They  don't  have  to 
shop    around    for    a    car;    they    don't 


have  to  worry  about  getting  rid  of 
their  used  car. 

"When  they  lease  they  have  a  fixed 
expense.  They  can  budget  exactly.  It 
is  not  like  financing  a  car  and  pay- 
ing so  much  per  month,  only  to  dis- 
cover when  you  want  to  get  rid  of 
the  car  you  owe  more  than  it  is  worth. 

"People  are  in  real  trouble  if  they 
are  trying  to  make  a  buy  or  lease  de- 
cision on  numbers.  People  ask  me  to 
justify  that  leasing  will  cost  less.  I 
can  jazz  the  figures  around  to  make 
it  look  less,  and  I  could  do  it  the 
other  way  to  make  buying  look  less. 

"You  can't  say  if  the  circumstances 
were  the  same  because  they  never 
are.  You  are  assuming  the  buyer  is 
a  professional  used-car  expert  who 
knows  how  to  buy  the  right  car  at 
the  right  time  at  the  right  place  with 


fleet  and  commercial  leasing  since 
1950,  plans  to  enter  the  individual 
leasing  business  very  soon  and  projects 
it  will  have  10,000  cars  on  the  road 
by  year's  end.  Until  now  auto  dealers 
have  dominated  the  field. 

"We  have  heard  projections  that 
from  25%  to  50%  of  new-car  pro- 
duction will  be  in  this  category  by 
1975,"  says  Bobby  J.  White,  vice 
president  of  National  Bank  of  Geor- 
gia, which  in  1971  became  the  first 
eastern  U.S.  bank  to  get  involved. 
E.J.  Dame  Jr.,  vice  president  of  Avis, 
with  6,000  leased  cars  already  in  the 
hands  of  individuals,  believes  pro- 
jections that  up  to  one-fourth  of  new- 
car  production  in  1976  will  go  to  the 
leasing  segment  of  the  automobile  in- 
dustry. He  estimates  the  individual 
segment  of  the  leasing  business  is 
growing  15%  to  20%  a  year. 

A  General  Motors'  spokesman  has 
denied  the  existence  of  a  GM  survey 
that  was  reported  to  estimate  40%  of 
the  cars  on  the  road  in  1980  would 
be  leased.  "We  think  it  would  be  luck 
to  have  that  figure  be  15%,"  he  said. 
Nevertheless,  15%  would  represent  a 
big  gain  over  the  current  10.5%. 


the  right  color  and  equipment.  How 
many  people  know  that  or  want  to 
spend  the  time  figuring  it  out? 

"Lease  rates  are  based  on  what  you 
think  the  car  will  be  worth  at  the  end 
of  the  lease  period.  You  could  have 
a  1972  model  right  now  with  ten 
used-car  experts  valuing  it  and  get 
ten  different  numbers. 

"There  are  no  advantages  to  leasing 
a  car  from  a  tax  standpoint.  If  you 
are  allowed  a  tax  deduction  because 
you  use  your  car  for  business,  leasing 
simply  makes  it  easier  from  a  book- 
keeping standpoint. 

"Leasing,  although  not  cheaper 
than  buying,  is  not  more  expensive  on 
the  average.  In  most  cases  it  is  a  wash. 
Leasing  is  for  anyone  who  trades  his 
car  in  less  than  three  years  and  can 
afford  to  buy  a  new  car." 
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ONCE  WE 

GET  YOU 


WE 

FORGET 


Most  states  give  you  all  the  help  you  need 
before  and  during  plant  expansion  and  reloca- 
tion. But  once  you're  in  operation  the  help  often 
ends.  In  Maryland  that's  where  we're  just 
beginning. 

The  State's  Business  Liaison  Officer  is  experi- 
enced enough  to  answer  most  of  your  questions. 
And  knowledgeable  enough  to  put  you  in  touch  with 
the  proper  people  should  you  need  additional 
assistance. 

Questions  about  pollution  control,  tax  and  labor  problems 
or  general  communications  contacts  are  all  coordinated 
with  the  same  skill  and  efficiency. 

The  Maryland  Business  Liaison  Officer  will  be  working  for 
you  years  after  the  moving  van  has  been  long  gone. 

Maryland  Division  of  Economic  Development 

Room  F-103,  2525  Riva  Road,  Annapolis,  Maryland  21401 
Phone  (301)  267-5514 

Maryland 

DEPARTMENT  OF  ECONOMIC  AND  COMMUNITY  DEVELOPMENT 
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But  the  people  in  the  leasing  busi- 
ness like  the  40%  figure. 

Consider  these  numbers  supplied  by 
White,  whose  Atlanta  bank  has  built 
up  a  sizable  business  in  the  past  year 
or  two  just  advising  other  banks  on 
how  to  get  into,  and  operate,  an  in- 
dividual car  leasing  service, 

"The  gross  income  for  a  bank  can 
be  three  times  more  on  a  lease  than 
on  an  auto  loan  because  of  the  dif- 
ierence  in  typical  sizes  between  the 
two,"  he  says.  The  difference  is  that 
auto  loans,  usually  for  the  balance 
after  down  payment,  are  for  all  types 
and  sizes  of  cars,  while  leases  are 
for  new  big  cars.  "The  typical  lease 
involves  $4,500  and  the  typical  auto 
loan  is  for  $2,700,  If  the  sizes  were 
identical,  we  would  get  50%  to  60% 
more  gross  income  from  the  lease.  Of 
course  there  is  more  overhead  and 
risk  with  the  lease." 

The  arrival  of  the  banks  into  leas- 
ing business  is  not  always  welcomed 
with  open  arms.  Dame  of  Avis  says 
he  loves  the  competition  because  he 
feels  the  additional  promotion  will  en- 
large the  basic  market  itself.  Dealers, 
of  course,  feel  their  traditional  ter- 
ritory is  being  encroached  upon,  and 
they  are  afraid  the  banks  will  squeeze 
them  with  their  financial  muscle.  In- 
dependent leasing  companies  have 
even  more  fears.  "Banks  don't  want  to 
finance  leasing  companies  anymore," 
says  John  Bennett,  head  of  Bennett 
Leasing  of  Salt  Lake  City.  "They  want 
to  do  it  directly.  We  are  competing 
against  our  own  money  sources." 

Banking:  The  Broad  View 

There  is  a  test  case  in  the  state  of 
Washington  with  the  auto  dealers  su- 
ing two  large  Seattle  banks  and  the 
Comptroller  of  the  Currency  to  chal- 
lenge the  very  legality  of  leasing  as  a 
bank-related  activity.  The  banks  pro- 
test this  is  a  natural  extension  of  their 
financing  of  auto  loans  and  just  an- 
other move  to  provide  full  servicing 
of  all  their  customers'  financial  needs. 
Some  banks  are  offering  dealer-par- 
ticipation plans  whereby  they  provide 
the  money  but  the  dealer  gets  a  piece 
of  the  action.  But  some  dealers  fear 
this  cooperation  won't  last  long. 

"In  California  we  call  this  no-down 
financing,"  says  C,  Earle  Cavins,  vice 
president  of  the  First  National  Bank 
of  San  Jose,  which  wa.s  one  of  the 
first  banks  in  the  field  when  it  en- 
tered it  in  1964.  California  is  a  hot- 
bed of  leasing;  one-third  of  all  bank 
direct  leasing  business  is  done  in  the 
state.  Says  Cavins:  "Banking  is  more 
and  more  a  retail  business.  This  is  just 
another  service  to  offer  our  bank  cus- 
tomers, TTieorctically  many  people 
never  own  their  cars  anyway— the 
credit  company  keeps  the  title.   ■ 
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Capitalist  in  charge  of  our  Moscow  office. 


Chas  Vlanhattan,  of  course,  is  the  first  U.S.  bank  with 
an  off  i  n  the  U.S.S.R.  And  AlWentworth  is  the  Chase 
Senio   ...  who  runs  it— in  Moscow. 

very  morning  at  8:30,  Wentworth  leaves  the  six- 
room  apartmentonLeninsky  Boulevard  he  shares  with 
his  wife  Nancy  and  makes  the  25-minute  commute  to 
the  Chase  office  at  1  Karl  Marx  Square  where,  like  his 
counterparts  back  home,  he  goes  through  the  N.Y. 
Times  and  London  Financial  Times  before  tackling 
the  morning  mail.  Many  letters  these  days  are  about 
Chase  clients  in  the  States  and  elsewhere  interested 
in  the  business  potential  of  the  Soviet  Union.  (It's 
possible  that  this  year  Soviet  purchases  in  the  U.S. 
will  top  those  of  any  other  country,  including  Japan 
and  Germany) 

As  a  esult  of  this  interest,  Wentworth  and  his 
second '  ommand,  Richard  Buckley  will  track  down 
via  ph  n  and  etter  the  appropriate  Soviet  bureaus 
and  offc'a  most  likely  to  be  interested,  ke  'hase 
bank  r  ew  York,  London  or  Tokyo,  they  make 

contact  i  doors  and  see  that  clients  cOe  the  right 
man 
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Foreign  Trade  of  th 
to  finance  the  exp  f 
River  Truck  Foundry, 
touch  with  the  "ta 
Trade.  In  additio 
Soviet  officials  d 
possibilities. 

By  5:30  or  so 
up  his  attache  ca 
maybe  a  night  out  w 
Another  day  anoth 


inancing  complexities  of 
a  ways  reserved  for  Went- 
esson.) 

Sandwiches  are  rare,  but 

xcellent,  and  the  local  ice 

s,s  sinfully  superb. 

ons  often  involve  the  affairs 

e's  more  important  clients— 

hase  recently  made  the  first 

y^:    '.S.  bank  to  the  Bank  for 

.  ^.  (It  was  for  $86  million 

.   .  equipment  for  the  Kama 

Wentworth  keeps  in  close 

k  and  the  Bank  for  Foreign 

:;  the  many  requests  from 

:)wn  exploration  of  trade 

worth  calls  it  quits,  packs 

-ids  for  home,  dinner  and 

stomer  at  the  Bolshoi. 


In  on  increasingly  complex  financial  world, 
you  have  a  friend  at  Chase  Manhattan. 


To  Go  or  Not  To  Go? 


Public  stockholders  of  consulting  and  advertising 

firms  have  not  done  well. 

Is  the  stock  market  to  blame?  Or  should 

they  never  have  gone  public  in  the  first  place? 


Clinton  E.  Frank,  Inc.,  a  smallish 
($87-million  billings  in  1972)  Chica- 
go-based advertising  agency,  is  at- 
tempting to  repurchase  its  outstand- 
ing stock  so  as  to  go  private  again. 

No  wonder.  At  a  recent  price  of 
$5,  the  stock  was  selling  at  less  than 
half  its  book  value  of  $10.75.  "This  is 
a  business  of  people,"  says  Chairman 
Clint  Frank.  "Why  the  hell  should  they 
be  shackled  by  the  market?"  Frank 
plans  to  buy  the  stock  back  at  $10.75 
and  sell  it  to  his  employees  at  that 
price.  That  way  they  will  gain  as  prof- 
its are  reinvested  and  the  book  value 
climbs;  their  gains,  if  modest,  will  not 
be  tied  to  the  vagaries  of  the  stock 
market  but  to  the  success  or  failure  of 
the  business  itself. 

But  at  the  same  time,  the  much 
bigger  advertising  firm  of  Batten,  Bar- 
ton, Durstine  &  Osbom  is  taking  the 
opposite  tack.  BBD&O  is  planning  to 
sell  about  30%  of  its  stock  to  the  pub- 
hc.  While  Frank  is  going  private, 
BBD&O  is  going  pubhc. 

The  BBD&O  move  surprised  more 
people  than  the  Frank  move  did. 

Wall  Street  has  not  been  kind  to 
advertising  firms  nor  indeed  to  most 
professional  firms.  Ogilvy  &  Mather 
went  pubhc  in  1966  at  a  price  of  14/8 
and  was  recently  selling  at  only  25 
despite  an  uninterrupted  earnings 
growth  of  15%  a  year  since  it  went 
public.  Booz,  Allen  &  Hamilton,  the 
prestigious  management  consulting 
firm,  went  public  at  24  in  1970  and 
is  now  selling  at  around  4)^.  Cambridge 
think  tank  Arthur  D.  Little,  which 
went  public  at  21  in  late  1969,  was 
recently  selling  at  around  10.  Faced 
with  the  market's  icy  glare.  BBD&O 
previously  held  up  registration. 


What  makes  professional  service 
firms  any  different  from  industrial 
firms?  After  all,  Wall  Street  has  not 
exactly  been  all  sweetness  and  light 
as  far  as  the  industrials  are  concerned 
either.  One  difference  is  that  profes- 
sional firms  don't  have  to  go  public. 
Their  working  capital  needs  are  fairly 
substantial  ( 30%  or  more  of  revenues ) , 
but  they  can  be  largely  met  by  bank 
loans.  Their  major  assets  are  highly 
liquid  receivables,  and  so  debt  is  easy 
to  arrange.  Not  so  with  a  steel  com- 
pany or  an  automobile  company. 

After  the  first  flush  of  excitement 
at  investing  in  one  of  the  fabled  ad- 
vertising agencies  or  consulting  firms, 
many  investors  sat  back  and  asked 
themselves  what  they  had  bought. 
What  they  had  bought  were  the  rights 
to  the  earnings  of  a  firm  that  was 
highly  vulnerable  to  loss  of  personnel 
and  vulnerable  to  recession,  too.  "The 
difference  between  a  superb  year  in 
this  business  and  a  disaster  is  about 
10%  of  the  time  you  charge  to  a 
client,"  says  Bruce  Henderson,  presi- 
dent of  The  Boston  Consulting  Group. 

Since  professional  firms  are  wholly 
dependent  on  the  quality  of  their  pro- 
fessionals, it  becomes  imperative  that 
top  quality  people  be  attracted  and 
retained.  As  a  result,  the  level  of  com- 
pensation in  professional  service  firms 
is  high.  Many  of  this  year's  graduat- 
ing MBAs  joined  professional  service 
firms  at  salaries  of  $21,000  or  higher. 
The  top  partners  may  not  earn  as 
much  as  Lee  lacocca  or  Harold  Ge- 
neen,  but  they  are  no  slouches  either. 
The  20  top  men  at  Arthur  Andersen, 
the  accounting  firm,  took  out  an  av- 
erage of  $215,000  each  in  1972.  The 
Boston  Consulting  Group  is  tiny  by 


The  Price  of  Going  Publ 

Ic 

Historical 

Year  of 

Offering 

Price  Range* 

Recent 

Company  Name 

Booz,  Allen  &  Hamilton 

Offering 

Price* 

High  —  Low 

Price 

1970 

24 

251/2-33/4 

41/2 

Doyle  Dane  Bernbach 

1964 

13V2 

543/4-12 

123/4 

Foote,  Cone  &  Belding 

1963 

123/8 

207/8-7 

113/4 

Grey  Advertising 

1965 

191/2 

3OV4-5V2 

101/4 

Interpublic  Group  of  Cos. 

1971 

17V2 

36V8 -121/8 

165/8 

Little  (Arthur  D.) 

1969 

21 

30-8 

101/2 

Needham,  Harper  &  Steers 

1972 

23 

34V8-8V2 

11 

Ogilvy  &  Mather  Int'l 

1966 

145/8 

49-43/4 

243/4 

Planning  Research 

1964 

1% 

531/4-2 

3 

Thompson  (|.  Walter) 

1969 

38 

60-123/4 

14 

Wells,  Rich,  Greene 

1968 

I7V2 

277/8-5 

131/8 

•Adjusted  for  stock  splits  and  stock  div 

dends. 

any  standards  ( $7.5-million  reve- 
nues). Its  president,  Bruce  Henderson, 
was  paid  $160,000  in  1972-more  than 
the  chairman  or  the  president  of 
BCG's  parent,  the  Boston  Co.  That 
fact  raises  outraged  squawks  from 
angry  stockholders  of  the  parent  each 
year,  but  Henderson  has  his  board's 
backing.  It  permits  him  to  compensate 
his  professionals  (himself  included)  as 
he  sees  fit,  provided  that  2%  of  BCG's 
revenues,  or  15%  of  net  worth,  is  re- 
ported as  aftertax  earnings. 

When  Booz,  Allen  was  a  partner- 
ship, the  then  chairman,  James  AUen, 
earned  $300,000  or  more.  When  the 
company  became  a  private  corporation 
in  1962,  preparatory  to  going  public 
in  1970,  the  top  salaries  went  down. 
The  top  men  were  taking  some  of 
their  rewards  in  capital  gains  instead 
of  salary.  Chairman  James  Allen  was 
paid  $158,000  in  1970,  a  middling 
sum  for  a  position  of  such  importance 
in  so  high-paid  a  field.  There  was  a 
brief  flush  of  pleasure  when  Booz, 
Allen  first  went  public  and  the  market 
value  of  the  stock  the  senior  partners 
owned  jumped  considerably.  But  the 
glow  soon  faded. 

Paying  the  Piper 

Booz,  Allen's  archrival,  McKinsey 
&  Co.,  is  a  private  corporation  owned 
by  the  100  most  senior  partners. 
Marvin  Bower,  McKinsey's  managing 
director  from  1950  to  1967,  does  not 
feel  that  going  public  is  necessary  in 
order  to  transfer  ownership.  Still  an 
active  consultant  at  69,  Bower  guided 
the  firm  through  its  formative  years. 
He  feels  that  being  able  to  buy  more 
shares  at  a  lower  cost  (book  value 
instead  of  market  price)  is  a  better 
motivational  tool  than  buying  a  pub- 
lic stock  which  depends  on  the  whim 
of  the  public.  "I  and  the  other  major 
owners  passed  over  the  opportunity 
to  take  the  firm  public  and  sell  our 
shares  at  a  multiple,"  Bower  says. 
"We  wanted  to  participate  with  the 
people  who  are  going  to  carry  on  the 
firm  on  a  basis  that  is  reasonable  and 
not  expect  them  to  pay  a  large  sum 
to  the  people  who  preceded  them." 

It  is  difficult  to  pay  lavish  salaries 
and  still  show  big  gains  for  stockhold- 
ers. Thus,  the  advertising  industry 
nets  3.6%  on  revenues,  Boston  Con- 
sulting reports  2%  and  Booz,  Allen 
slightly  more  than  3%.  "I  have  no  em- 
barrassment about  the  level  of  earn- 
ings that  a  professional  service  firm 
should  be  able  to  achieve,"  says  John 
Magee,  president  of  Arthur  D.  Little. 
But  ADL  netted  barely  2%  on  reve- 
nues in  1972. 

The  need  to  show  good  earnings 
once  it  goes  public  might  well  caiisc 
a  professional  firm  to  lose  some  of  its 
independence.  Under  profit  pressure. 
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she  will  f^ht^  scream, 
shed  afew  tears..? 


WOI 


A  STATEMENT  FROMTHE  PUBL6HER 

Reprinted  from  the  first  issue  of  VIVA  Magazine 


The  magazine  that  you  hold  in  your  hands  is  my  own  newborn  child. 
It  is  an  infant  .  .  .  fragile,  undisciplined,  painfully  vulnerable.  It 
was  conceived  out  of  a  lifelong  love-relationship  with  women  .  .  . 
inseminated  with  adoration  for  their  chemistry,  respect  for  their 
wisdom,  and  awe  for  the  endless  mysteries  and  complexities  of 
their  sex. 

This  child  of  love  is  my  child,  and 
I  want  to  see  her  grow  and  have  all  the 
advantages  and  success  that  love  and 
attention  can  provide.  I  want  to  watch 
her  develop  firm  young  limbs  and  a  fine 
strong  posture.  I  want  to  see  her  acquire 
the  sort  of  education  that  promotes 
knowledgeableopinions.  .  molds  pos- 
itive attitudes  toward  life  and  love  and 
sex.  ,  .  and  that  creates,  above  all,  char- 
acter and  personality. 

Viva  is  born  at  an  incredible  moment 
in  American  history.  Watergate  contm- 
ues  to  command  the  most  exacting  pub- 
lic attention  .  .  .  President  Nixon  brings 
infamy  to  the  highest  office  in  the  land 
.  .  .  Vice  President  Agnew  squirms  in 
the  aftermath  of  his  gubernatorial  sins 
...  the  Supreme  Court  sodomizes  the 
Constitution,  violating  the  First  and 
Fourteenth  Amendments  .  .  .  Chief  Jus-  * 
tice  Burger  declares  freedom  to  read  unconstitutional  ...  the  war 
in  Vietnam  is  over  but  bombing  with  honor  continues  .  .  .  veterans 
and  POW's  return  to  the  likes  of  an  incredulous  Jane  Fonda  and 
a  nation  that  never  even  knew  why  they  were  gone  .  .  the  energy 
crisis  increases  .  .  .  food  and  essential  commodities  become 
scarcer  .  .  .  prices  continue  to  soar,  gold  goes  through  the  roof, 
and  the  once  impervious  American  dollar  shrinks  out  of  all  recog- 
nition .  .  .  VD  and  drugs  reach  epidemic  proportions,  and  homo- 
sexuality becomes  a  political  rather  than  social  issue. 

A  new  epoch  of  madness  and  excess  awaits  us.  The  world, 
it  appears,  has  suffered  irreparable  brain  damage.  Most  artists 


and  intellectuals  are  fleeing  back  into  the  wilderness  of  their  own 
minds,  while  Social  Man — that  dull,  plodding,  inexorable  creature, 
presses  on.  To  what  extent  can  we,  ordinary  social  creatures  that 
we  are,  influence  the  change  that  erodes  our  environmental  well- 
being,  shifts  the  delicate  axis  of  our  social  order?  Are  we  not 
like  the  locust  which,  left  unchecked,  could  devour  a  nation? 
Turn  us  loose  and  we  could  devour 
whole  worlds;  check  us,  crush  our  own 
fragilehabitat;shatterthefissile  balance 
of  communal  order;  dust  us  with  the  pes- 
ticides of  paranoia,  greed,  and  violent 
power,  burn  out  our  numbers  and  we — 
like  the  lesser  locust — will  still  survive'. 
Despite  our  crimes,  our  excesses, 
and  our  predilection  to  rob  nature  of 
every  last  vestige  of  mystery  she  pos- 
sesses, man  will  not  perish  from  this 
earth.  We  will  continue,  if  only  to  limp 
through  history,  anticipating  another 
dawn  and  another  day  .  .  . 

Viva,  unavoidably,  will  become  an  in- 
tegral part  of  the  mad,  mad  world  into 
which  she  was  born.  Her  strength  and 
herpurpose,  however,  will  be  in  herabil- 
ity  to  recognize  the  quality  of  life  as 
It  really  is  ...  to  report,  comment,  mod- 
erate, and,  above  all,  serve  the  best 
interests  of  her  readers  within  the  unique  context  of  their  own 
time.  And  whereas  she  was  primarily  conceived  in  this  extraordi- 
nary age  to  entertain  and  give  pleasure,  she  will  neither  hide 
from  nor  ignore  those  critical  issues,  however  unpleasant,  that 
may  affect  our  lives.  She  will  dig  for  the  truth  wherever  it  may 
be  buried  and  she  will  fight,  scream,  shed  a  few  tears,  and — if 
necessary — use  every  other  devious  method  available  to  her  sex 
to  make  her  voice  heard.  Viva  will  be  a  woman;  my  kind  of  woman 
...  a  lusty,  real,  indefatigable,  down-to-earth,  fetching,  bright, 
sexy,  uncompromising  woman  A  woman  to  be  reckoned  with 
...  to  be  loved  and  to  be  respected.  — Bob  Guccione 
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Who  put  energy  into  Nigeria 
to  get  energy  out  for  America? 
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A  distant  Nigerian  delta 
over  a  decade  ago.  Primitive. 
Forbidding.  But  deep  beneath 
the  foliage  lay  the  crude  oil 
that  could  help  ease 
America's  fuel  shortage.  It 
waited  there,  because  to  drill 
for  it  was  an  expensive  and 
risky  gamble  requiring  more 
of  a  commitment  than  some 
companies  were  willing 
to  exert. 


The  same  delta  today.  But 
transformed  into  an  important 
oil  field  with  the  exotic  name, 
Tebidaba,  where  the 
discovery  well  flowed 
1 5,000  barrels  a  day  from 
three  zones.  New  wells  are 
continually  being  developed 
in  the  Nigerian  delta.  And  a 
pipeline  has  been  built  that  is 
currently  transporting  some 
1 1 5,000  barrels  daily  from 
five  fields  to  a  new  terminal 
on  the  Nigerian  coast. 

Who  invested  the  time, 
money  and  risk  in  Nigeria  that 
helped  turn  steaming  jungles 
into  new  sources  of  energy 
for  America?  The  same 
company  that  mokes  fine 
products  for  your  car. 

The  Performance  Company: 
Phillips  Petroleum  Company. 

Surprised? 


The  Performance 
Company 


it  might  hesitate  to  take  risks  or  give 
advice  that  is  imaginative  but  where 
there  is  a  greater  chance  of  failure. 
There  is  the  danger  that  it  might 
chase  short-term  profits  at  the  ex- 
pense of  the  long  term.  "The  quality 
of  the  practice  might  be  sacrificed 
for  the  maintenance  of  profits  be- 
cause of  public  shareholders,"  says 
Harvey  Kapnick,  chairman  of  Arthur 
Andersen,  which  as  an  auditing  firm 
is  forbidden  by  law  to  go  public. 

The  public  firms  deny  that  any  such 
danger  exists,  arguing  that  compa- 
nies that  operate  on  a  short-run  basis 
do  so  regardless  of  whether  they  are 
public  or  private.  Ogilvy  &  Mathers' 
Andrew  Kershaw  feels  that  the  pub- 
lic scrutiny  makes  him  more  efficient. 
"I  have  to  think  things  through  more 
carefully  now,"  he  says.  "I  have  to 
be  smarter  than  those  private  guys. 
I  have  to  find  a  way  of  getting  into 
Japan  either  without  losing  money  in 
the  first  years  or  with  a  loss  that  I 
can  live  with."  Tnae,  but  sometimes 
it  pays  to  take  large  early  losses  to 
gain  a  foothold  in  a  new  area. 

Despite  all  this,  some  professionals 
say  they  do  not  regret  the  decision 
to  go  public.  Arthur  D.  Little  wanted 
capital  for  expansion  and  acquisitions 
and  a  taste  of  reality.  "As  I  saw  it," 
says  General  James  M.  Gavin,  ADL's 


chairman,  "going  public  would  be 
more  real.  Most  of  our  clients  are 
public  and  I  felt  it  would  be  good 
self-discipline  to  face  up  to  many  of 
the  problems  they  had."  Did  Gavin 
feel  that  reality  had  come  a  bit  too 
close?  "I'll  respect  what  happens  in 
the  marketplace  without  whining 
about  it,"  he  says. 

Market  Malaise 

Booz,  Allen's  going  public  did  pro- 
vide a  market-based  equity  which 
made  possible  six  acquisitions.  "We 
happen  to  think  going  public  was 
damned  smart,"  says  Booz,  Allen's 
President  James  Farley.  "We  would 
have  liked  to  have  been  treated  bet- 
ter by  the  market,  but  identify  for 
me  who  has,  in  the  last  couple  of 
years,  been  treated  well." 

Farley  argues,  too,  that  the  name 
and  reputation  of  a  firm  are  assets 
and  should  be  capable  of  being  cap- 
italized. "Although  the  important  guys 
in  this  firm  are  important  to  us,"  says 
Farley,  "most  of  our  business  comes 
to  us  because  we  are  Booz,  Allen  & 
Hamilton,  not  because  of  Bill  Smith." 
Nevertheless,  to  rescue  its  incentive 
program  the  company  has  now  ini- 
tiated a  program  that  it  developed 
for  other  companies  whose  stock  plans 
were  wrecked  by  the  market.   It  is 


giving  ofiicers  shares  as  gifts  rather 
than  having  them  purchase  the  stock. 
For  this  purpose  (among  others), 
Booz,  Allen  recently  repurchased 
258,000  shares  of  its  stock. 

Should  firms  like  Booz,  Allen  and 
the  advertising  agencies  have  gone 
public  in  the  first  place?  The  stock 
market  itself  has  given  a  negative 
answer.  The  public  has  been  burned 
and  many  of  the  principals  have  been 
disillusioned.  Granted  that  other 
stocks  have  been  battered,  too,  there 
is  hardly  a  single  case  where  the  pub- 
lic stockholders  have  made  any  sub- 
stantial gains  in  the  professional  firms 
which  went  public  in  the  Sixties 
(see  table,  p.  98).  One,  Planning  Re- 
search, has  had  a  gain  of  44%  from 
its  offering  price,  but  is  down  94% 
from  its  high. 

The  incentive  to  go  public  remains 
strong.  It  offers  a  handy  way  for  the 
principals  of  these  service  firms  to  cap- 
italize on  their  goodwill  and  their 
names  without  giving  up  control.  In 
the  BBD&O  case,  the  employee- 
stockholders  will  still  own  70%  of  the 
stock  but  they  will,  in  efl^ect,  have 
gotten  all  their  cash  investment  out. 
The  advertising  and  consulting  busi- 
nesses are  going  to  be  watching 
closely  to  see  how  well— or  badly— the 
BBD&O  offering  goes  down.  ■ 


"Partners  for  Progress  in  the  New  South" 

Alabama 
Bancorporation 


Alabama  Bancorporation. 

Now  that  you  know 

where  we  are, 

let  us  tell  you  who  we  are! 

•We're  Alabama's  largest  single  source  of  bank  capital  and  resources.  We're  over  one 

billion  dollars  strong,  which  means  enough  dollar  power  to  adequately  finance  virtually 

any  new  business  venture  or  expansion  you  have  planned— in  i'  labama,  or  wherever 

you  see  the  opportunity  for  growth  or  profit  potential. 

Our  banks  are  staffed  with  the  most  sophisticated  financial  team  you'll  find  anywhere, 

so  no  matter  where  your  business  interest  lies,  you'll  find  each  staff  member  a  reliable 

source  of  financial  expertise,  each  ready  and  able  to  provide  you  with  the  kind  of 

counseling  you  may  need. 

Any  one  of  our  member  banks  is  large  enough  to  meet  your  needs  through  its  access 

to  Alabama  Bancorporation's  combined  resources.  You'll  find  members  conveniently 

located  all  over  the  state. 

When  you're  looking  for  sound  financing,  we're  the  people  to  look  to. 


P.O.  Box  11007 
BIrmlnghtm,  Alabama 


John  W.  Woods 

Chairman  o(  the  Board,  President  and  Chief  Executive  Officer 

Alabama  Bancorporation 


AFFILIATES  AND  PROPOSED  AFFILIATES:  The  First  National  Bank  of  Birmingham  •  The  American  National  Bank  i  Trust 
Company  ol  Mobile  •  First  National  Bank  ol  Decatur  •  The  Commercial  National  Bank  of  Anniston  •  The  Bank  ol  Sulligent  •  Engel 
Mortgage  Company,  Inc  -Birmingham  •  Alabanc  Financial  Corporation-Birmingham  •  The  American  National  Bank  of 
Huntsvilie  •  The  Alabama  National  Bank  ol  Montgomery .  Fort  Payne  Bank-  J.  c.  Jacobs  Banking  Coinpany,  Inc.. 
Scottsboro  •  The  City  National  Bank  of  Selma  •  Baldwin  National  Bank  ol  Robertsdala 

Banks-member  F.O.I.C. 
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Corporate  Sugar  Daddies 

Can  big  corporations  play  the  venture 

capital  game?  Some  have  been  burned  at  it, 

but  others  are  plunging  in  deeper. 


The  new-issue  market  is  almost 
dead.  Private  venture  capital  is  less 
active,  in  part  because  it  needs  the 
new-issue  market  for  cashing  in  its 
chips.  So  where  does  the  ambitious 
entrepreneur  go  today?  One  possibil- 
ity: He  goes  to  a  big  corporation— in 
theory,  at  least,  the  very  antithesis  of 
the  entrepreneurial  spirit. 

There  are  now  about  30  corpora- 
tions with  formal  venture  capital  op- 
erations. This  is  twice  as  many  as  in 
1970,  according  to  an  estimate  by 
Stanley  M.  Rubel,  who  publishes  the 
SBIC I  Venture  Capital  report.  To- 
gether, says  Rubel,  they  have  some 
$160  million  in  capital. 

What  tempts  corporations  to  gam- 
ble on  ventures?  Maybe  it's  the  hope 
of  hitting  the  jackpot  with  another 
Digital  Equipment  Corp.  or  Scientific 
Data  Systems;  the  latter  sold  to  Xerox 
for  $1  billion  in  stock.  Or  maybe 
they're  after  another  Storage  Tech- 
nology, where  an  investment  of 
$225,000  in  stock  reached  a  market 
value  of  $20  million  three  years  later. 
So  far,  no  industrial  corporation  can 
match  these  spectacular  successes,  all 
by  private  venture  capitalists.  The 
fact  is  that  few  even  try  for  purely 
capital  gains. 

More  often,  corporations  are  after 
a  peek  at  new  technologies.  If  they 
like  what  they  see,  acquisitions  gen- 
erally follow.  General  Electric  is  a 
case  in  point.  In  May  1969  the  com- 
pany made  its  first  venture  investment 
in  Applied  Materials,  which  makes 
capital  equipment  for  the  integrated 
circuit  industry.  GE's  original  idea 
was  to  acquire  Applied  Materials 
and  turn  it  into  a  new  corporate  di- 
vision when  sales  hit  $20  million.  It 
will  probably  reach  this  size  next  year, 
but  GE  has  since  gone  out  of  the 
integrated  circuit  business  and  now 
anticipates  selling  the  venture.  The 
venture  has  already  paid  back  a  $1- 
million  loan,  and  GE's  200,000  shares 
of  stock  have  gone  from  $1.5  million 
to  $3.2  million. 

Hercules  Inc.,  which  also  intends 
to  keep  its  successes  at  home,  has  al- 
ready brought  one,  Data  Source  Corp., 
up  to  the  size  of  a  corporate  division. 
"When  we  got  it,"  says  Ross  Watson, 
general  manager  of  the  chemical 
company's  New  Enterprise  depart- 
ment, "it  was  a  couple  of  patent  ap- 
plications and  one  prototype  machine 
for  electronic  credit  checking.  Now, 
with  over  1,500  optical  terminals  sold 


or  leased,  we  feel  we  have 
a  real  head  start  in  a  new 
technology." 

Sun  Oil  and  Johnson  & 
Johnson  are  among  the  latest 
corporations  to  put  more  em- 
phasis on  venture  capital.  In 
the  last  four  months  both 
have  shifted  this  activity  from 
an  internal  department  to  an 
independent  subsidiary  with 
more  money,  more  staflF  and 
more  status.  Like  GE  and 
Hercules,  both  want  to  de- 
velop new  subsidiaries.  "In 
the  second  half  of  the  Six- 
ties J&J  had  phenomenal 
growth,"  says  David  Baxen- 
dale,  vice  president  of  the 
new  development  corpora- 
tion. "To  continue  this  per- 
formance we  will  have  to 
continually  spread  our  activi- 
ties. I  think  this  will  prob- 
ably become  more  difficult  as 
emerging  companies  in  Japan 
and  Europe  become  more 
multinational." 

Baxendale's  group  will  be 
looking  into  things  that 
"might  be  considered  too 
risky"  by  existing  depart- 
ments, where  bonuses  and 
promotions  often  hinge  on 
showing  year-to-year  earn- 
ings gains.  "In  the  past,"  he 
explains,  "opportunities  have 
been  presented  to  us  which 
we  didn't  act  on.  You're  al- 
ways going  to  miss  some- 
thing, but  this  will  increase 
our  chances." 

"It  takes  a  large  company 
a  long  time  to  do  things," ' 
says  Walton  Storm,  who 
heads  GE's  venture  arm.  Bus- 
iness Development  Services 
Inc.  "A  small  company  can 
move    much    faster— it's    the 

difference  between  a  mouse        

and  an  elephant.  Take  Ap- 
plied Materials.  The  guy  started  out 
trying  to  make  pure  gases  and  built  a 
reactor  for  them.  When  he  finished 
and  tried  to  sell  the  gases  he  was  told: 
'Everybody's  got  gases.  How  about 
selling  us  your  reactor?'  Just  a  year 
later  he  was  producing  reactors." 

At  Sunoco,  the  decision  to  put  more 
weight  behind  its  venture  capital  ac- 
tivities was  prompted  by  a  major 
worry.  "Everybody  recognizes  that  the 
petroleum   industry   is   very   mature," 


Shazam!  Beneath  many  a  grey  flannel 
exterior  beats  the  heart  of  a  venture  cap- 
italist—a corporate  executive  turned 
deal  man.  Can  big  company  caution 
mix  with  risk-capital  investing?  The 
answer,  increasingly,  is  yes. 


says  Dr.  William  E.  Bonnet,  president 
of  Sun  Ventures.  "It's  also  highly  reg- 
ulated. We  see  a  paradox  down  the 
road:  a  seller's  market,  but  moving  to- 
ward a  quasi-utility  status.  We  see 
limitations  on  our  profit  margins;  our 
ventures  are  intended  basically  as  a 
supplement."  Sun  says  it  has  $5  mil- 
lion budgeted  for  investments  this 
year.  It  hopes  that  in  10  years  it  will 
have  created  several  subsidiaries  with 
combined  sales  of  at  least  $300  mil- 
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96%  guaranteed 

to  get  your  ad 

in  the  door. 


Many  advertisers  believe  the  best  answer  to  getting  a 

message  through  is  getting  it  in  the  home.  Where  there's  a  little 

more  time  for  reading,  a  lot  better  climate  for  selling.  At  96%, 

TV  Guide  has  the  highest  concentration  of  in-home  readers  of  all 

major  magazines.  That's  performance  in  the  home.  It  also 

helps  explain  why  an  advertising  dollar  buys  a  better  reading 

in  TV  Guide  than  in  Digest  or  any  other  mass  magazine. 


Performance.  It's  a  terrific  environment  for  advertising. 


TV 

GUIDE 


TRIfNGlE  PUBLICATIONS,  INC 


Sources:  Simmons,  Starch, 


How  Austin 

consulting 

sendees  helped 

Ohio  National 

Bank 
of  Columbus 

consolidate 
service 

£Eicilities. 


Banking  functions  were  spread  over  four  locations  which 

hampered  inter-bani<  work  flow  and  provided  poor 

environmental  and  security  control.  A  comprehensive  facilities 

analysis  by  Austin  evaluated  the  consolidation  of  all  operations 

in  a  central  complex  vs. the  advantages  of  a  remote  operations 

center.  The  details  of  how  the  relative  advantages  of  each 

location  were  weighed  could  be  important  to  you. 

Write,  on  your  letterhead,  please,  for  case  study  No.  62F. 
The  Austin  Company,  Consulting  Services, Cleveland,  Ohio  44121. 


THE  AUSTIN 
COM  PAN  Y 

Consultants  •  Designers  •  Engineers  •  Builders 


104 


lion  in  fields  like  aquaculture,  leisure 
and  health.  Investments  to  date  in- 
clude Fourth  Network  Co.,  which  pro- 
duces videotaped  CATV  programs, 
Travel  Recreation  Inc.,  a  maker  of 
recreational  vehicles,  and  Meditel  Inc., 
which  sells  diagnostic  software. 

While  Wall  Street  has  been  drying 
up  as  a  source  of  venture  capital,  big 
corporations  are  increasingly  in  a  posi- 
tion to  take  its  place.  Corporations 
have  their  pockets  full  of  money.  They 
can  only  hand  out  a  small  part  of 
this  as  dividends.  By  betting  1%  or  2% 
of  earnings  on  new  ventures  they 
have  little  to  lose  and  everything  to 
gain.  "All  ventures  are  long  shots," 
says  W.  Hardie  Shepard  of  the  private 
venture  finn,  Payson  &  Trask,  "but 
they  are  a  cheaper  way  of  exploring 
than  inteiTial  research;  first,  you  don't 
have  to  foot  the  whole  bill.  Second, 
R&D  has  to  show  up  as  a  cost.  Ven- 
ture capital  appears  on  the  balance 
sheet  as  an  asset  until  it's  written  off." 

Now,  the  Bad  News 

And  some  of  it  does  get  written  off. 
A  study  published  in  May  by  Venture 
Development  Corp.  reports  that  Stu- 
debaker-Worthington  and  Scott  Pa- 
per among  others  ha\e  given  up  on 
venture  capital.  So  has  Du  Pont.  Ford 
invested  $14  million  between  1968 
and  1971,  but  has  since  sold  off  all 
its  interests  for  a  small  net  loss.  Gen- 
eral Mills  is  another  dropout.  "In 
1969  a  deal  came  along  that  looked 
good,"  says  John  Gerlach,  vice  presi- 
dent of  corporate  growth.  "When  it 
didn't  turn  out,  this  colored  top  man- 
agement's view.  We  are  not  currently 
active  in  venture  capital." 

Will  the  corporate  venture  capi- 
talists ever  hit  a  budding  Xerox,  a 
Polaroid?  Ahuost  certainly  not.  The 
entrepreneur  who  takes  backing  from 
the  likes  of  GE  or  Sun  Oil  knows 
that  he  is  limiting  his  personal  hori- 
zons. "He  is,"  says  Stanley  Rubel,  "the 
guy  who  won't  mind  being  bought 
out  at  $4  million  instead  of  building 
his  company  up  to  $25  million.  He's 
not  the  truly  independent  type." 

Still,  $160  million  in  corporate  ven- 
ture capital  says  that  the  trend  is  a 
healthy  one— and  liesides,  what's  so 
bad  about  selling  out  for  $4  million 
and  then  starting  something  else?  As 
for  the  big  corporations,  venture  capi- 
tal is  a  limited-risk  way  to  play  an 
intriguing  game.  "GE's  present  hold- 
ings are  worth  substantially  more  than 
our  original  investments,"  says  Walton 
Storm.  "If  we  had  to  liquidate  our 
portfolio,  it  would  take  some  time  but 
we'd  get  back  all  our  operating  ex- 
penses, all  our  capital  and  maybe  even 
make  something.  So  we've  explonul 
new  areas  and  it  has  cost  us  nothing. 
That's  not  a  bad  deal."  ■ 
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Faces  Behind  the  Figures 


Double  Standard? 

Remember  David  Bevan?  He  was 
chairman  of  the  finance  committee  of 
the  Penn  Central.  He  was  the  man 
who  ran  Penphil,  a  private  invest- 
ment club  that  bought  stock  in  com- 
panies which  the  Penn  Central  later 
acquired.  He  was  one  of  three  men 
who  allegedly  defrauded  the  bankrupt 
railroad  out  of  $24  million. 

Bevan,  67,  a  rather  haughty  Main 
Line  type  and  onetime  autocrat  of  the 
railroad's  cash  box,  was  arrested 
along  with  Charles  Hodge,  his  right- 
hand  man  at  Penn  Central,  in  January 
of  1972.  The  charge  alleges  that  Bev- 
an and  Hodge  invested  $24  million 
of  Penn  Central's  money  in  Executive 
Jet  Aviation,  knowing  it  was  a  failing 
business,  for  the  purpose  of  personal 
benefit  through  their  investment  in 
Penphil.  The  Penn  Central  lost  nearly 
every  dime  it  put  into  Executive  Jet, 
much  of  the  money  being  lavished  on 
junkets  and  womanizing.  General  Las- 
siter,  a  founder  of  Executive  Jet,  sur- 
rendered to  the  Philadelphia  district 
attorney  on  the  same  charges  and  was 
released  on  $50,000  bail.  From  Jan- 
uary to  May  of  1972  hearings  were 


held,  and  in  May  the  judge  ordered 
the  three  held  for  investigation  by  a 
grand  jury. 

What  has  happened  in  the  17 
months  since  then?  Nothing.  The  de- 
fense attorneys  have  filed  a  motion 
contesting  the  sufiiciency  of  evidence, 
in  effect  asking  that  the  case  be 
dropped  because  the  Commonwealth 
of  Pennsylvania  has  not  shown  that 
it  has  a  case.  General  O.F.  Lassiter  is 
in  Rome  and  probably  will  not  appear 
because  he  is  reported  seriously  ill. 
Bevan  is  in  Gladwyne,  Pa.  saying 
nothing.  No  grand  jury  has  heard  any 
evidence. 

Why  the  long  delay?  Well,  says 
Robert  Ginsburg,  who  is  assistant  dis- 
trict attorney  on  the  case,  "The  de- 
fense counsel's  motion  has  delayed 
things,  and  we  have  been  trying  to 
get  Lassiter  back  into  the  country  so 
we  wouldn't  be  forced  to  have  two 
trials."  Also,  there  were  two  deputy 
district  attorneys  assigned  to  the  case 
who  have  since  resigned,  so  Ginsburg 
has  only  had  it  for  a  few  months. 

And  what  about  the  Securities  & 
Exchange  Commission  charge  that 
Bevan  "repeatedly  misrepresented 
Penn    Central's     financial    position"? 


David  Bevan 


Charles  Lerner  of  the  SEC  says,  "To 
date,  there  has  been  no  action  against 
any  former  oflBcers  of  Penn  Central." 

Is  there  a  double  standard  at  work 
here,  one  for  ordinary  people  and 
another  for  the  well-connected?  Or  is 
Dave  Bevan  an  innocent  scapegoat? 
Only  the  courts  can  decide,  but  if  the 
state  and  federal  governments  do  not 
press  charges,  then  the  questions  will 
never  be  answered.  ■ 


If  This  Be  Treason  ... 

Ask  Ed  Rust  about  his  now-famous 
"Ralph  Nader"  speech.  "You  mean 
the  infamous  speech,"  he  rephes. 

Edward  B.  Rust,  55,  is  president 
of  the  U.S.  Chamber  of  Commerce, 
as  well  as  president  of  the  State  Farm 
Insurance  companies,  which  include 
the  largest  auto  and  home  insurers 
in  the  U.S. 

In  his  speech  Rust  said:  "The 
whole  point  of  Nader— so  obvious  that 
it  is  sometimes  overlooked— is  his  sin- 
gle-minded dedication  to  making  the 
free-enterprise  system  work  as  it's 
supposed  to— to  make  marketplace 
realities  of  .the  very  virtues  that  busi- 
nessmen ascribe  to  the  system." 

The  Chamber  of  Commerce  lapsed 
into  a  chagrined  silence  after  com- 
menting that  Rust  "has  a  right  to  his 
own  opinion."  Many  business  execu- 
tives, especially  in  Detroit,  spluttered 
with  indignation. 

Actually,  Rust  wasn't  giving  Nader 
any  all-out  endorsement.  He  was 
making  the  point  that  "it  is  impera- 
tive that  American  business  look 
calmly  and  realistically  at  what  con- 
sumerism is. 

"It  was  inevitable  that  sooner  or 
later  someone  like  Ralph  Nader  would 


arise  to  focus  and  articulate  the  dis- 
satisfactions and  the  frustrations  that 
are  widespread  among  American  con- 
sumers. And  so  in  him  we  see  ...  a 
man  who  is  singularly  sensitive  to  the 
mood  of  the  public  and  who  is  un- 
usually well-equipped  to  symbolize 
and  express  that  mood." 

Rust  believes  many  businessmen 
are  too  remote  from  the  "realities  of 
the  marketplace. 

"Market  research  is  fine  and  neces- 
sary—but those  neat  charts  and 
graphs  can  never  give  you  the  feel  of 
product  and  user  that  you  get  from  a 
direct  confrontation  with  an  angry  or 
happy  customer.  You  don't  need  an 
elaborate  survey  of  consumer  atti- 
tudes—just ask  your  wife." 

In  keeping  with  his  belief  that 
businessmen  should  strive  to  produce 
good  products,  not  just  products.  Rust 
is  a  firm  supporter  of  no-fault  insur- 
ance in  his  own  business.  He  endorses 
Senator  Warren  Magnuson's  (Dem., 
Wash.)  bill  which  sets  federal  guide- 
lines for  states'  no-fault  insurance 
laws.  If  a  state  doesn't  meet  the  guide- 
hnes,  it  will  be  hit  with  the  stiffer 
federal  standards.  "It's  a  carrot-stick 
approach,"  says  Rust.  "It's  the  only 
way  we're  going  to  get  meaningful 
no-fault  laws  in  most  states." 


Has  Rust  had  any  reaction  from 
Ralph  Nader  on  his  speech?  No,  he 
hasn't,  answers  Rust.  "My  having  said 
something  nice  about  him  may  have 
blunted  his  effectiveness."  ■ 


Rust  of  U.S.  Chamber  of  Commerce 
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R   ^  MISCONCEPTION 

H^te|jy^^^||  Electric  utilities  make  too  much  money. 


FACT: 


With  today's  costs,  many  electric  power  companies  are  not  earning 
enough  to  enable  them  to  do  what  they  must:  continue  providing 
their  customers  with  reliable  electric  power.  To  do  this,  electric 
companies  have  to  build  new  generating  plants  and  other  facilities. 
This  construction  requires  enormous  amounts  of  money— billions 
of  dollars.  To  finance  construction,  many  electric  utilities  must 
obtain  up  to  75  percent  of  this  money  from  investors.  And  they 
absolutely  must  earn,  on  a  continuing  basis,  an  adequate  return 
on  presently  invested  funds  before  new  investors  will  be  motivated 
to  risk  additional  funds.  Otherwise,  no  investment  capital,  no 
construction,  no  new  power  supply  to  meet  the  demand.  It's  just 
that  simple.  But  it  doesn't  stop  there.  Inadequate  supplies  of 
electric  power  can  start  a  domino  effect.  The  industrial  and 
commercial  prosperity  of  an  area  is  damaged,  and  wages,  jobs,  and 
tax  money  begin  to  decrease— the  community's  whole  well-being 
is  affected.  For  more  information,  write  for  our  pamphlet  on 
utility  earnings.  The  Southern  Company,  Dept.  342CF, 
P.O.  Box  720071 ,  Atlanta,  Georgia  30346. 


Adequate  supplies  of  electric  power  form  the  base  upon  which  jobs,  growth,  and  improvement  in  standard  of  living  are  built 

The  Southern  Company  system:  working  toward  tomorrow,  today. 

Alabama  Power  Company     Georgia  Power  Company     Gult  Pov/er  Company      Mississippi  Power  Company     Soulhern  Sorvicps,  Inc.     Southern  blecinc  Clenruiillno  i 


Faces  Behind  the  Figures 


Extracting  Dollars 

Lenny  Bloom,  a  37-year-old 
moonlighting  orthodontist  from 
San  Diego,  owns  the  San  Diego 
Conquistadors  of  the  American 
Basketball  Association.  His  team 
plays  in  a  tiny,  3,200-seat  arena. 
A  sellout  season  would  gross  him 
$672,000. 

Late  last  month  Bloom  signed 
on  7-footer  Wilt  Chamberlain,  re- 
cently All-Star  center  for  the  Los 
Angeles  Lakers  of  the  rival  Na- 
tional Basketball  Association,  as 
his  player-coach.  Chamberlain  re- 
portedly will  receive  $600,000  or 
more  a  year  for  the  next  three 
years.  The  team's  general  man- 
ager says,  the  gate  won't  cover 
Wilt's  salary,  but  even  if  the  esti- 
mate is  correct,  once  Chamberlain 
is  paid,  Bloom  at  the  most  will 
have  $72,000  left  for  other  sal- 
aries, road  trips,  an  extra  ball  or 
two  and,  of  course,  profit. 

Sound  impossible? 

Sure  does.  But  Bloom  is  gam- 
bling. He  thinks  a  superstar  like 
Chamberlain  can  fill  a  new 
20,000-seat  arena  he  hopes  will 
be  built  in  suburban  Chula  Vista 


Bloom  of  the  San  Diego  Conquistadors 


by  next  season.  An  arena  ihat 
will  be  part  of  a  $200-million, 
1,400-acre  development,  includ- 
ing a  shopping  center  and  5,300 
housing  units.  Bloom  also  has 
ABA  draft  rights  to  UCLA's  All- 
America  center  Bill  Walton  and 
says  he  plans  to  sign  other  stars. 

What  are  the  odds  on  Bloom's 
gamble?  San  Diego  hasn't  proven 
it  can  support  a  major  league 
team.  An  NBA  team  had  to  leave 
a  couple  of  years  ago  and  a  base- 
ball team  is  on  the  way  out.  And 
to  get  more  Chamberlains  will  be 
expensive,  very  expensive. 

It  all  adds  up  to  a  colossal  in- 
vestment clouded  by  some  big 
question  marks.  Bloom  may  be 
able  to  draw  some  wherewithal 
from  his  other  business  interests, 
which  include  real  estate,  an  ice- 
skating  arena  and  tennis  and 
hockey  interests.  But  much  hinges 
on  getting  that  new  arena  built 
by  next  season,  which  depends  on 
approval  of  a  zoning  modification 
by  Chula  Vista  voters. 

One  thing  is  certain:  Bloom's 
life  over  the  next  few  years  will 
be  a  lot  more  exciting  than  sim- 
ply pulling  teeth.   ■ 


Hobson^s  Choice 

"Would  you  rather  have  a  warm 
house  and  no  job,  or  a  job  and  a 
cold  house?"  That  is  the  chilling 
way  John  A.  Love  expressed  the 
dilemma  Americans  might  face  in 
the  next  few  years  as  energy 
shortages  place  a  ceiling  over  in- 
creased demand. 

Love,  former  Governor  of  Col- 
orado, was  appointed  Director  of 
the  Office  of  Energy  Policy  and 
Assistant  to  the  President  by 
President  Nixon  last  July  and  is 
right  now  scratching  for  ways  to 
stretch  energy  supplies.  "There 
is,"  he  poiijts  out,  "a  lead  time  of 
three  to  five  years  before  we  can 
materially  increase  production  or 
build  new  refineries.  So  the  situa- 
tion is  almost  certain  to  get  worse. 
Even  if  we  don't  have  declining 
supplies  in  that  period,  we  will 
have  increasing  demand." 

For  the  short  term— this  winter 
and  next  summer— Love  has  his 
finger  in  the  dike  with  his  pro- 
posal for  mandatory  allocation  of 
propane  just  approved,  and  of 
heating  oil  still  pending.  These 
steps  are  designed  to  counter  im- 


Love  of  Office  of  Energy  Policy 


pending  oil  shortages. 

For  the  longer  term,  for  a  short- 
age sure  to  get  worse.  Love  is 
worried.  He  has  a  bundle  of  ideas 
to  stretch  limited  supplies.  For 
one,  cut  down  on  gasoline  use, 
which  would  make  for  more  fuel 
oil  production  for  heat  and  pow- 
er. He'd  like  to  educate  people  to 
do  that  and  to  turn  down  theii" 
thermostats  and  otherwise  con- 
serve oil.  He'd  like  to  curb  such 
energy  consumers  as  outdoor  signs 
and  night  sporting  events.  He's 
recommended  a  halt  in  the  switch 
from  coal  to  oil  for  utility  use  and 
he'd  like  to  reverse  the  trend.  It 
hasn't  yet  come  to  a  question  of 
heat  or  jobs,  but  it  could:  "When 
you  give  it  to  somebody  you  have 
to  take  it  from  somebody  else." 

Love,  originally  an  advocate  of 
voluntary  allocation  only,  was 
forced  into  advocacy  of  manda- 
tory allocation  by  the  seriousness 
of  the  situation  he  found  in  his 
few  months  in  office. 

"If  it  gets  bad  there's  no  way 
that  the  Government  is  not  going 
to  respond  in  some  way,"  Love 
warns.  "It  just  won't  be  possible 
to  stand  aside."  ■ 
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Faces  Behind  the  Figures 


Cold  Comfort  for  '74 

Economist-consultant  Don  Conlan 
told  Forbes  last  year  (Sept.  1) 
that  1973  was  not  going  to  be  the 
rosy  year  his  fellow  economists  were 
then  jubilantly  predicting.  "We'll  have 
higher  inflation,  higher  interest  rates, 
capricious  controls,"  Conlan  warned. 
Don  Conlan  was  right. 

What  does  Conlan  see  for  '74?  His 
peers  say  we're  in  for  a  mild  reces- 
sion. Conlan  differs  again.  He  wishes 
1974  would  be  that  good. 

"The  chances  are  four  in  five  that 
we'll  have  a  1969-70  type  recession 
or  worse." 

Conlan's  basic  reason:  food.  He 
thinks  food  prices  will  soon  soar  again. 
"There's  a  sizable  head  of  steam  built 
up  behind  nonmerchandise  costs  in 
the  food  industry  that  hasn't  yet  been 
passed  along  in  food  prices. 

"More  serious,  I  believe  that  the 
food  manufacturing  industry  has  been 
processing  old  crop  materials  like 
wheat,  bought  at  about  one-half  pre- 


The  Quick  Black  Fox 

"Forget  it,"  the  Chicago  banks  told 
John  H.  Johnson  in  1942  when  he 
applied  for  a  loan  to  start  a  new 
magazine,  Negro  Digest.  Roy  Wilkins, 
then  editing  a  magazine  for  the 
NAACP,  predicted  almost  certain 
failure.  The  24-year-old  Johnson  lis- 
tened respectfully,  then  went  to  a  fi- 
nance company  and  borrowed  $500 
on  his  mother's  furniture.  He  sent  out 
a  mailer  to  20,000  people  listed  in 
the  files  of  the  insurance  company 
where  he  worked.  With  3,000  charter 
subscriptions  at  $2  each,  Johnson 
made  money  on  the  first  issue. 

Last  year  privately  owned  Johnson 
Publishing  had  five  magazines  with  a 
combined  circulation  of  2.7  million. 
Revenues  of  $23  million  make  it  the 
second  largest  black-owned  business 
in  the  U.S.;  Motown,  the  $40-million 
record  company  and  music  publisher, 
is  No.  One.  Johnson  has  something 
for  every  taste.  Black  World  is  in- 
tellectual; Jet  is  a  pocket-size  news- 
magazine; Black  Stars  focuses  on 
celebrities;  and  Ebony  Jr.,  Johnson's 
five-month-old  latest,  is  especially  for 
black  children.  Ebony,  a  monthly,  still 
in  the  large-format  resembling  Life 
and  Look,  is  the  most  popular,  with 
1.7  million  readers. 

Why  does  Ebony  survive  when  Life 
and  Look  are  dead? 

"Life  ran  head  on  into  TV  in  com- 


V 

Economist  Conlan 


sently  prevailing  commodity  prices. 
Retail  food  prices  do  not  reflect  the 
enormous  increases  this  year  in  com- 
modity prices." 

Which  means  that  people  will  have 
less  money  to  spend  in  an  economy 
ghat's  already  slowing  down. 

Another  bearish  factor,  says  Conlan, 
is  that  people  have  been  engaging  in 
a  lot  of  anticipatory  buying  in  dur- 
able goods— which  accounts  for  the 
sprightly  pace  of  retail  sales  in  recent 
months.  "We  may  be  sucking  demand 
from  late  '73  and  early  '74  into  the 
third  quarter.  Since  much  of  Ameri- 
can industry  is  operating  at  capacity, 
we  could  find  ourselves  with  a  pile  of 
inventories  at  year  end." 

Moreover,  Conlan  points  out,  "For 
the  first  time  in  post-World-War-II 
history,  the  housing  cycle  will  be 
moving  down  in  conjunction  with  the 
rest  of  the  business  cycle." 

Conlan  was  a  roaring  bull  for  1972 
back  in  1971.  He  says  he  does  not 
like  being  bearish.  "I'm  so  sick  of 
being  pessimistic,  I  could  scream."  ■ 


petition  for  the  advertising  dollar," 
says  Johnson.  "There  is  no  TV  beamed 
for  the  black  audience."  But  he  adds, 
looking  out  over  Lake  Michigan  from 
his  art-filled,  llth-floor  penthouse  of- 
fice: "White  people  cannot  understand 
how  a  white  man  can  fail  and  a  black 
man  can  succeed.  Life  came  out  once 
a  week.  Maybe  it  should  have  come 
out  once  or  twice  a  month.  I  might 
have  tried  other  alternatives." 

When  Johnson,  determined  "not  to 
have  a  business  on  a  back  street," 
tried  to  buy  a  building  on  Chicago's 
South  Michigan  Avenue  in  1949  he 
was  turned  down  because  he  was 
black.  "1  could  have  called  the 
NAACP,"  he  says.  "I  could  have 
picketed."  Instead  he  asked  a  white 
friend  to  buy  the  building.  When  they 
went  together  to  look  it  over,  Johnson 
dressed  in  work  clothes,  posed  as  a 
maintenance  man.  "Sure  it  was  humil- 
iating," he  recalls,  "but  you  can't  lose 
sight  of  what  you  want,  and  I  wanted 
that  building."  Not  only  did  he  get  it, 
but  the  price  was  white:  $10,000  less 
than  the  offer  Johnson  had  made  to 
the  original  owner. 

That  was  long  ago.  "The  challenge 
now  is  to  maintain  our  momentum," 
he  says.  "I  find  it's  much  harder  to 
stay  at  the  top  than  to  get  there." 

With  his  ambition  and  energy, 
wasn't  Johnson  ever  tempted  to  seek 
even  greater  success  by  going  outside 
the   black   community?  "Why   should 


anyone  be  a  vice  president  when  he 
can  be  president?"  he  answers.  "There 
are  some  people  who  criticize  the  Miss 
Black  America  contest.  Well,  some 
girls  don't  want  to  be  runner-ups  all 
the  time.  Somebody  wants  to  win 
sometime.  So  you  go  out  and  you 
set  up  your  own."  ■ 
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For  the  Ins  and  Outs  | 

of  American  Business— Follow 


Forbes 
26th 
Annual  Report 
on  American  Industry 


A  major  FORBES  publishing  event  of  the 
year,  this  report  will  take  you  into  the  core  of 
American  business  and  industry  where  it  will 
focus  on  every  corporation  in  America  with 
sales  over  $200  million.  Over  the  short  range 
of  12  months  and  the  long  range  of  5  years,  It 
will  examine,  rank,  and  compare  more  than  750 
corporations  according  to  profitability,  earn- 
ings growth,  and  stock  market  value.  It  will  also 
compare  the  performances  of  over  25  major 
industries  and  examine  each  separately  In  a 
special  section  as  a  report  within  a  report. 

As  a  powerful  source  of  information  on  Amer- 
ican business,  the  report  will  be  referred  to 
often  during  the  year.  But  more  importantly,  at 
the  start  of  the  year  it  will  provide  a  quick  and 
accurate  guide  to  who's  where  in  the  corporate 
community— and  why.  It  will  also  offer  the  year- 
end  tally  on  how  well  management  has  been 
doing  its  job. 

The  FORBES  Annual  Report  Issues  have 
been  management's  basic  source  of  Informa- 
tion on  the  progress  of  America's  leading  cor- 
porations for  a  quarter-of-a-century.  Without 
question,  the  forthcoming  issue  will  be  read  by 
most  of  the  top  management  people  in  the 
country's  largest  corporations.  This  has  been 
conclusively  shown  in  the  series  of  continuing 


studies  conducted  for  FORBES  over  the  past 
five  years  by  the  independent  research  firm  of 
Erdos  and  Morgan,  Inc.  In  24  studies  of  the 
biggest  companies  that  are  clients  of  adver- 
tising agencies  (each  with  annual  revenues  of 
$100  million  or  more),  the  combined  results 
show  that  over  70%  of  all  corporate  officers  In 
the  top  American  companies  read  FORBES 
regularly. 

Considering  the  rapid  changes  that  have 
taken  place  in  the  economy  in  recent  years— to 
say  nothing  of  the  unpredictable  behavior  of 
1973-the  FORBES  26th  Annual  Report  will  be 
an  especially  important  one.  When  you  realize 
that  seven  out  of  ten  top  management  people 
will  be  turning  to  this  report  for  answers  to 
their  key  questions,  you  will  recognize  an  ideal 
advertising  opportunity  for  communicating 
with  the  most  important  decision-makers  in 
American  business— at  precisely  the  right 
moment. 

January  1, 1974 

Closing  date  for  4-color  advertising  is 
November  20.  For  black-and-white  and  2-color 
it's  December  4. 

Forbes:  capitalist  tool 
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TIME 
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is  lowest 

in  this  one. 

Ifs  called  TIMER 
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CPM  B&W  PAGE 

TIMEB 

$9.00 

Forbes 

11.68 

Business  Week 

13.19 

Wall  St.  Journal 

16.42 

Fortune 

17.00 

B  is  for  business.  This  is  the  advertising  edition 
of  TIME  that  goes  directly  to  business  house- 
holds, 1,550,0&  of  them.  At  a  circulation  cost 
per  thousand  that  shaves  $2.68  off  the  next  best 
rate— with  a  quality  as  blue  chip  as  any.  Maybe 
that's  why  time  b  has  attracted  $25  million 
worth  of  advertising  in  three  short  years. 
Remember:  B  for  business,  time  b 
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The  Funds 


Paper  Lion? 

"It's  always  darkest  before  dawn." 

That  describes  the  feehng  of  Drey- 
fus Corp.  boss  Howard  Stein  these  days. 
Dreyfus  Corp.  is  the  parent  organiza- 
tion for  the  huge  Dreyfus  Fund  (as- 
sets: $1.8  bilhon),  and  for  several 
other  smaller  domestic  and  ofiFshore 
funds  (about  $400  million  in  assets). 
It  is  also  involved  with  pension-fund 
management  in  partnership  with  Ma- 
rine Midland  (Dreyfus-Marine  Mid- 
land), and  recently  formed  Dreyfus 
Asset  Management  to  manage  individ- 
ual accounts  of  $50,000  and  up. 

That  Stein  has  had  some  rather 
darkish  nights  in  recent  years  is  evi- 
dent enough  from  the  once-roaring 
Dreyfus  Fund. 

The  Dreyfus  Fund  was  one  of  the 
original  "performance"  funds,  and  per- 
form it  did,  appreciating  over  425% 
in  net  asset  value  between  1951  and 
1965.  Howard  Stein  became  the  fund's 
portfolio  manager  after  1959  and  he 
quickly  gained  the  reputation  as  some- 
thing of  a  stock-picking  genius.  In  the 
1966  Forbes  Mutual  Fund  Survey, 
Dreyfus  Fund  sported  an  A  rating  in 
up  markets  and  an  average  C-f  for 
down  markets.  On  that  record  the 
fund  prospered  mightily.  Between 
1963  and  1968  its  assets  grew  from 
$531  million  to  $2.7  billion.  The  Drey- 
fus lion  bounding  out  of  New  York 
City  subways  became  the  public's  pic- 
ture of  mutual  funds. 

Today,  many  Dreyfus  investors  must 
feel  the  lion  actually  bounded  in  front 
of  an  oncoming  subway  train.  Since 
1968,  the  fund's  net  asset  value  has 
depreciated  over  30%  against  2.5%  for 
the  Dow  Jones  industrials.  It  is  off  16% 
so  far  this  year  vs.  10%  for  the  DJI, 
14%  for  the  fund  industry  median. 

In  Forbes'  latest  Mutual  Fund  Sur- 
vey, Dreyfus  Fund  got  only  a  mediocre 
C  in  the  up  category.  In  down  mar- 
kets, a  miserable  D. 

The  result  has  been  soaring  re- 
demptions. In  1972  and  the  first  six 
months  of  1973,  Dreyfus  had  sales  of 
$  190  million  vs.  a  staggering  $550  mil- 
lion in  redemptions. 

Stein,  who  left  managing  the  fund 
in  1967  to  run  Dreyfus  Corp.,  re- 
established himself  as  Dreyfus'  port- 
folio manager  13  months  ago.  To  date, 
the  move  has  been  as  effective  as  Czar 
Nicholas  Il's  assumption  of  "direct 
command"  of  the  battered  Russian 
armies  was  in  1916. 

Stein  launched  four  American-based 
funds,    the    Dreyfus    Leverage    Fund 


($310  million  in  assets),  Dreyfus  Spe- 
cial Income  ($57  million),  Dreyfus 
Third  Century  ($20  million)  and  Drey- 
fus Group  Equity  ($2  million).  But 
these  new  funds  haven't  been  able  to 
cancel  out  the  Dreyfus  Fund  slide.  In 
fact,  about  one-fifth  of  those  new 
funds'  money  was  transfers  from  the 
Dreyfus  Fund. 

In  1970  Stein  created  Dreyfus-Ma- 
rine Midland  to  tap  the  fast-growing 
pension  and  endowment  fund  market. 
He  talked  confidently  of  D-MM  having 
over  $1  billion  in  assets  by  1974  or 
1975,  but  today  its  assets  total  only 
$250  million.  "It  was  more  difficult 
than  anticipated,"  explains  Stein,  "be- 
cause we  didn't  have  any  track  record 
for  that  business  and  everyone  wanted 
to  see  your  long-term  record."  Dreyfus 
Corp.  dabbled  in  several  other  areas- 
including  cable  television  and  home 
building— without  much  success.  Nor 
has  Dreyfus  made  much  money,  if  any, 
from  its  assorted  offshore  activities. 
One  of  Stein's  responses  has  been  to 
meet  with  Dreyfus  Fund  shareholders 
explaining  that  you  can't  expect  too 
much  in  a  bad  market. 

More  important,  Stein  got  the  Drey- 
fus funds  a  special  exemption  from  the 
Securities  &  Exchange  Commission  to 
allow  investors  who  redeemed  their 
shares  to  reinvest  their  money  without 
paying  a  sales  charge  up  to  15  days 
after  the  original  redemption. 

Dreyfus  has  also  been  scouting  to 
acquire  assets  of  smaller  funds.  Its 
Leverage  Fund  did  that  with  the  Gi- 
braltar Fund,  and  Stein  has  been  eye- 
ing other  funds  including  the  Value 
Line  group. 

But  Stein  has  other  potential  prob- 
lems. One  may  be  Dreyfus'  traditional 
mode  of  marketing  through  broker- 
dealers.  With  the  fund  no  longer  a 
star  performer,  brokers  don't  push  it 
very  hard.  All  the  more  so  now  that 
old  incentives  like  front-end  loads  are 
limited.  Another  incentive  may  go  too 
—the  mutual  funds'  fixed  sales  charge. 
The  SEC  is  considering  repealing  rule 
22(d),  which  requires  broker-dealers 
to  maintain  a  uniform  public  offering 
price  in  the  sales  of  mutual  fund 
shares.  Its  repeal  would  lead  to  com- 
petitive rates  and  wipe  out  any  profit 
margins  from  mutual  fund  sales. 

Another  loss  for  Dreyfus  could  come 
if  the  Senate-passed  bill  on  the  securi- 
ties industry  becomes  law.  It,  in  effect, 
forbids  brokers  from  doing  brokerage 
with  affihates.  Dreyfus'  in-house  broker 
collected  $3.2  million  in  commissions 
last  year. 

For  all  this.  Stein  puts  on  a  cheery 


Stein  of  Dreyfus 

face.  He  says  that  the  Dreyfus  funds 
have  no  problem  that  a  good  bull  mar- 
ket wouldn't  cure,  and  Stein  argues 
hard  that  there  will  he  a  big  bull  mar- 
ket. "The  mutual  fund  industry's  cash 
position  is  moving  toward  a  high  level 
which  traditionally  coincides  with  bot- 
toms of  markets.  The  institutions  have 
a  fair  amount  of  cash.  The  public  has 
a  historically  high  amount  in  cash  or 
cash  instruments— these  are  enough  to 
fuel  a  very  strong  market." 

Stein  says  we  haven't  seen  the  im- 
pact yet  of  all  those  Eurodollars. 
"They've  impacted  the  commodity 
markets,  the  currency  markets,  the 
gold  markets.  But  they  haven't  had 
any  effect  on  the  American  securities 
market  yet.  This  money  is  flowing  back 
to  the  U.S.  It  will  fuel  the  market." 

He  doesn't  think  investor  disen- 
chantment with  mutual  funds  will  last. 
"When  you  get  a  bull  market,  it  will 
be  funny  how  quick  the  mood  of  in- 
vestors will  turn  around." 

Stein  vaguely  hints  that  Dreyfus 
Fund's  performance  of  recent  years 
isn't  really  his  fault,  since  he  was 
not  portfolio  manager  until  last  year. 
"The  investment  stiategy  hasn't 
changed  over  the  years.  But  it  has 
been  re-emphasized  currently."  He 
sums  up  that  strategy  as  "a  love  for 
unloved  securities"  that  will  move  up 
the  more  because  they  are  unloved 
at  the  moment.  The  trouble.  Stein 
quips,  "is  that  the  unloved  become 
more  unloved"— a  phase,  he  adds  ada- 
mantly, that  is  over. 

On  paper.  Stein  has  made  some  cor- 
rect moves— more  mutual  funds  and 
attempts  to  tap  pension  funds  and  in- 
dividual investor  accounts.  But  actual 
performance?  As  a  businessman?  As 
a  money  manager? 

"All  the  judgments  aren't  in  yet,"  he 
answers  in  his  own  defense.  But  no 
one  is  calling  Howard  Stein  a  genius 
anymore.  ■ 
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These  Notes  were  placed  privately  outside  the  United  States. 
This  announcement  appears  as  a  matter  of  record  only. 
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$25,000,000 


Occidental  Overseas  Capital  Corporation 


Guaranteed  Notes  Due  1981 


Payment  of  Principal  of,  and  Interest  on,  the  Notes 
is  unconditionally  and  irrevocably  Guaranteed  by 


Occidental  Petroleum  Corporation 


This  financing  was  arranged  by 


Blyth  Eastman  Dillon  &  Co. 

International  Limited 


The  Bank  of  Tokyo,  Ltd. 


The  Daiwa  Securities  Co.,  Ltd. 


The  First  National  Bank  of  Chicago 

Tokyo  Branch 


Wells  Fargo  Bank,  N.A. 

Tokyo  Branch 


with  funds  provided  by 


The  Bank  of  Tokyo,  Ltd.  The  First  National  Bank 

of  Chicago 

Tokyo  Branch 
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orders  of  durable  goods  related  to  inventories) 
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Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  c flange  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 


Bullish— For  The 
Short  Term 


By  L  0.  Hooper 


When,  after  a  long  period  of  decline 
and  dullness,  the  DJ  industrials  go  up 
74  points,  or  8.5%,  in  a  short  series  of 
sessions  with  volume  up  to  20  million 
shares  a  day,  the  market  is  suddenly 
"different."  What  caused  it?  How  did 
it  happen?  What  does  it  mean? 

The  change  certainly  was  not  co- 
incident with  any  challenging  news. 
It  developed  "out  of  the  blue."  As 
this  column  had  been  saying  for  many 
weeks,  the  list  was  oversold.  The  bear 
case  was  shopworn  and  worn  out. 
When  prices  ignored  two  sensational 
increases  in  the  prime  rate  and  then 
advanced  while  the  market  appraisal 
of  IBM,  the  flagship  of  the  glamours, 
dropped  $7  billion  in  two  successive 
sessions,  the  institutions  suddenly  de- 
cided it  was  high  time  to  put  their 
idle  cash  reserves  back  to  work.  They 
began  to  do  this  a  full  week  before 
there  was   anything  more  than  intu- 
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itive  evidence  that  money  rates  had 
passed  their  peak. 

This  idle  money  did  not  buy  the 
glamours,  as  it  often  had  done  in  the 
past.  It  bought  higher  quality  con- 
ventional stocks  that  obviously  were 
greatly  undervalued  in  relation  to 
those  30  or  40  vestal  virgins  selling  at 
30  to  60  times  earnings.  At  first  most 
of  the  buying  was  overwhelmingly 
from  the  banks  which  act  for  the  pen- 
sion funds  and  from  the  mutual  funds. 
The  momentum  was  impressive 
enough  in  a  few  days  to  bring  in 
buying  from  the  more  sophisticated 
noninstitutional  public.  The  behavior 
of  prices,  as  always,  caused  the  mar- 
ket to  suddenly  forget  the  negatives 
and  stress  the  long-neglected  positives. 

What  does  it  mean?  Above  all  else 
it  means  a  breakaway  from  common- 
stock  defeatism.  It  also  seems  to  mean 
that  this  columnist  was  not  just  whis- 
tling in  the  dark  when,  during  the 
hot  days  of  the  summer,  he  suggested 


that  the  DJI  could  get  to  1000  or 
better  by  the  end  of  the  year.  It  is 
two-thirds  of  the  way  from  the  August 
bottoms  to  that  objective  as  this  is 
written.  Of  course  one  would  expect 
the  rest  of  the  way  to  be  slower. 

It  is  unlikely  to  mean  another  big 
bull  market  such  as  we  experienced 
in  the  late  1960s.  This  generation  has 
speculated  in  a  foolish  way  once;  this 
time  it  will  be  on  the  lookout  for 
phony  emerging  growth  companies 
and  dishonest  balance  sheets.  It  is 
sure  to  be  more  careful  about  getting 
its  money's  worth  in  glamours,  some 
of  which  are  selling  at  fantastic 
prices.  Already  there  is  evidence  of 
an  entirely  new  type  of  selectivity. 

The  only  way  this  market  could 
run  away  to  1100,  1200  or  1300  in 
the  DJI  is  for  the  public  suddenly  to 
buy  the  idea  that  common  stocks,  like 
gold  and  diamonds,  are  a  hedge 
against  inflation.  They  may  be  all  of 
this  in  theory;  but  the  theory  is  sus- 
pect and,  on  the  basis  of  experience, 
I  doubt  whether  the  public  will  buy 
it.  I  may  be  wrong. 

Fundamentally,  I  think  it  is  wise  to 
be  at  least  moderately  bullish  for  the 
short  pull,  say  three  to  six  months.  I 
still  lack  conviction  about  the  longer 
pull,  because  my  crystal  ball  is  un- 
usually foggy.  I  look  for  lower  earn- 
ings next  year  from  the  residential 
construction  industry,  from  the  auto 
industry  and  from  many  inventory- 
oriented  companies.  I  suspect  that  in- 
flation will  slow  down  but  not  quit. 
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For  people 


about,  golf 


'-.       ^vl    -■•.      ~V 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
(305)  821-1150. 

Miami  Lakes  Inn 

&  Country  Club 


SILVER  MARKET 


BULLION    •    COINS    •    FUTURES 

^Through  the  facilities  of  The  American  Board 
of  Trade,  the  nation's  new  exchange  and 
marketplace,  you  can  buy  or  sell  silver  bullion 
or  coins,  spot  or  future  delivery,  for  trading, 
investment  and  hedging.  Bullion  is  in  1,000  troy- 
ounce  bars  .999  fine;  silver  coins  are  in  standard 
$1,000  face-amount  bags.  ABT  offers  a  w/ide 
range  of  silver  bullion  and  coin  market  services 
—  storage  . . .  depository  receipts  . . .  financing 
. . .  home-town  delivery  service  . . .  futures  con- 
tracts .  .  .  spot/futures  arbitrage.  Write  today  for 
full  particulars  and  FREE  copy  of  ABT's  "Silver 
Study   and    Survey,"    or    phone    (212)    736-9741. 

THE  AMERICAN  BOARD  OF  TRADE.  Inc. 

,286  Fifth  Ave.,  Suite  506-F,  New  York,  N.Y,  10001 


□  lAMOIMD 

INTERIM  ATIONAL 

CORPORATION 

92nd  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
International  Corporation  on  Septem- 
ber 27,  1973,  declared  a  quarterly  div- 
idend of  50e  per  share  on  the  Common 
Stock,  payable  November  1,  1973,  to 
shareowners  of  record  October  12, 
1973. 

GEORGE  PASCALE 
V/ce  President-Secretary 

Packaging  .  Building  Materials 
Paper .  Consumer  Products 
Printing  •  Machinery  Systems 


I  lack  contidence  in  the  skills  of  the 
money  managers  in  this  country  and 
abroad  to  restrict  credit  just  enough, 
or  to  make  just  the  right  amount 
available.  There's  danger  of  an  overkill 
or  an  underkill.  Much  of  the  manipu- 
lative machinery  is  deUcate,  and  those 
at  the  controls  lack  experience  in  a 
new  situation  like  this.  In  any  event 
there  can  be  no  real  stabilization  of 
currencies  in  1974.  From  an  Ameri- 
can trade  standpoint,  there  is  prob- 
ably more  danger  that  the  dollar  will 
be  too  strong  than  too  weak.  Above 
all,  we  don't  know  what  the  energy 
shortage  will  do  to  us. 

Time  for  Trading 

Translating  all  this  to  the  stock 
market,  a  moderate  recession  in  busi- 
ness and  earnings,  so  long  as  it  does 
not  become  a  depression,  is  bullish 
rather  than  bearish.  The  market  could 
easily  go  up  while  earnings,  in  the 
aggregate,  decline.  At  the  same  time, 
it  is  my  strong  inclination  to  think  of 
my  own  stock  market  operations  over 
the  intermediate  future  more  as  trad- 
ing ventures  than  as  long-term  com- 
mitments. In  other  words,  when  things 
get  too  hectic  and  everything  looks 
like  the  market  is  going  to  1100  or 
1200,  I  intend  to  take  some  profits 
and  share  some  of  my  prosperity 
with  my  senior  partner.  Uncle  Sam. 
As  readers  know,  this  means  that  I 
am  thinking  out  of  character.  I've  al- 
ways been  a  long-term  chap. 

The  one  thing  we  know  is  that 
there  is  a  fast-growing  worldwide 
shortage  of  available  energy;  that  the 
only  way  to  cope  with  it  is  to  raise 
the  price  of  all  fuels  and  the  profits 
of  all  fuel  producers  to  a  point  where 
a  much  higher  production  will  be 
stimulated.  The  price-ceiling  people 
and  the  environmentalists  will  be 
noisy;  but  urJess  we  ignore  them  we 
will  have  cold  houses,  stalled  auto- 
mobiles and  trucks  and  brownouts  of 
electric  current.  The  public  will  be 
more  willing  to  pay  the  price  than 
to  get  along  without  the  conveniences 
of  a  high  standard  of  living. 

Therefore,  the  energy-related  shares 
seem  to  have  an  unusually  compelling 
appeal.  For  over  a  year  I  have  been 
saying,  in  season  and  out  of  season, 
that  the  international  oils  are  an  in- 
vestment as  well  as  a  speculation. 
Lately  I  have  been  suggesting  coal- 
related  companies  such  as  Kennecott 
(33),  Continental  Oil  (35),  Burling- 
ton Northern  (35),  Union  Pacific 
(69)  and  Pittston  (27).  Also  in  the 
energy-related  list  are  such  companies 
as  Hughes  Tool  (73),  Babcock  6- 
Wilcox  (27),  Halliburton  (168)  and 
Ralph  M.  Parsons  (33).  As  a  pro- 
ducer of  heavy  plates  used  in  nu- 
clear  processes    and    in    natural    gas 


carrying  ships,  Lukens  Steel  (28)  also 
has  possibilities. 

I  wonder  whether  the  stdl  legally 
doubtful  Texasgulf  (28)  Canadian 
tender  ofiFer  at  29  is  not  leading  the 
company's  long  gun-shy  management 
to  dispense  information  impressive 
enough  to  make  holders  more  aware 
of  the  company's  potentials.  Perhaps 
before  long  the  stock  will  be  salable 
in  the  open  market  at  prices  high 
enough  to  make  many  who  have  de- 
posited it  under  the  Canadian  ofiFer 
just  withdraw  it.  Under  the  plan,  they 
can  withdraw  on  minimum  notice. 
TO  holders  should  watch  this. 

For  those  willing  to  speculate,  it 
seems  that  Chrysler  (27)  may  be  in- 
teresting. It  probably  will  earn  $6  a 
share  this  year.  It  has  a  book  value 
of  around  $50  a  share.  Management 
thinks  it  could  earn  $4  in  1974,  even 
if  production  should  decline  10%  or 
12%.  Finances  have  been  much  im- 
proved. Of  course  it  is  not  as  good 
quality  as  General  Motors  or  Ford, 
but  as  a  trade  it  may  have  more  per- 
centage in  it. 

Another  high-risk  stock  which  ap- 
peals to  me  is  Trans  World  Airlines 
(23).  The  company's  per-share  earn- 
ings will  look  better  this  year  than 
those  of  some  of  the  other  big  air- 
lines, with  $3  or  $4  possible.  The 
leverage  in  the  stock  is  high,  and 
some  of  the  nontransportation  divi- 
sions are  doing  well.  The  airline 
group  seems  depressed,  but  I  think 
you  can  get  your  teeth  into  TWA 
better  than  in  some  of  the  others. 

Buy  on  the  Move 

A  word  to  readers  seems  in  order. 
Failure  to  mention  a  new  stock  pre- 
viously suggested  is  of  no  significance 
—either  for  or  against.  I  try  to  pick 
some  new  ones  most  of  the  time 
rather  than  tire  you  out  about  old 
ones.  Moreover,  my  correspondence 
with  readers  suggests  that  many  of 
them  are  looking  for  quick  tips  rather 
than  value  suggestions.  If  a  stock  men- 
tioned here  happens  to  go  up  quick- 
ly, it  does  not  mean  that  I  knew  in 
advance  that  it  would  move  at  once; 
furthermore,  when  a  stock  does  per- 
form quickly  it  may  mean  that  it  is 
only  confirming  my  opinion  that  it  is 
a  good  thing  to  own  or  buy.  Ex- 
perienced traders  usually  are  more 
willing  to  buy  a  stock  that  already 
has  begun  to  move  up  than  to  buy  a 
laggard  or  one  that's  going  down.  A 
column  like  this,  which  cannot  be 
written  on  the  same  day  readers  get 
it,  and  which  often  is  reread  some 
days  or  weeks  after  publication,  can't 
disburse  quick  tips.  I  don't  know  how 
to  do  it  anyway;  and,  if  I  did  know 
how,  I  would  not  indulge  in  such 
race-track  ethics.  ■ 
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Explosion! 


The  ink  was  barely  dry  on  the  manu- 
script of  my  previous  column  when 
the  first  faint  rumblings  of  an  impend- 
ing explosion  became  audible  in  The 
Street.  That  last  column  said  that  for 
the  past  several  weeks  the  market 
seemed  to  have  a  better  "feel"  to  it. 
As  an  understatement,  this  sentence 
should  win  a  prize. 

Those  last  weeks  of  September  were 
just  fabulous.  Volume  on  the  New 
York  Stock  Exchange  averaged  better 
than  20  million  shares  a  day.  On  every 
single  day  of  those  two  weeks,  new 
1973  highs  outnumbered  new  lows 
by  wide  margins,  and  advances  out- 
numbered declines  on  nine  out  of  ten 
days.  It  seemed  as  if  a  strong,  fresh 
breeze  had  blown  away  the  debilitat- 
ing heat  and  humidity  of  the  weeks 
before.  Brokers  began  to  call  their 
customers  again,  and  investors  were 
starting  to  call  their  brokers. 

Well,  so  much  for  jubilation.  But 
what  is  there  for  an  encore?  And,  if 
you  did  not  fully  participate  in  this 
phenomenal  advance,  where  did  you 
go  wrong? 

Taking  the  last  question  first,  I 
believe  that  my  colleagues  and  I  have 
not  failed  to  point  out  time  and  again 
that  hundreds  of  stocks  of  firmly  es- 
tablished, solid  companies  were  sell- 
ing at  historically  very  low  prices  in 
relation  to  past,  present  and  probable 
future  earnings.  But  no  one  gave  a 
damn,  because  the  whole  atmos- 
phere was  so  thick  with  gloom  that 
the  lure  of  very  high  interest  rates 
overshadowed  the  appeal  of  obvious- 
ly undervalued  common  stocks. 

Although'  virtually  all  stock  aver- 
ages made  ^:heir  1973  lows  as  recent- 
ly as  Aug.  22,  these  indices  are  so 
heavily  weighted  with  the  well-known 
superblue  chips  that  they  were  mis- 
leading. Many  of  the  rank-and-file 
"second-tier"  stocks  had  been  perking 
up  long  before.  The  explosion  in  the 
second  half  of  September,  probably 
accentuated  by  last  minute  mutual- 
fund  window  dressing  for  the  Sept. 
30  statements,  came  upon  us  so  sud- 
denly, and  the  advance  was  so  swift, 
that  those  investors  who  had  been  out 
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of  the  market,  sitting  on  the  sidelines 
or  on  their  10%  certificates  of  deposit, 
missed  a  good  part  of  the  show  be- 
fore they  realized  what  was  happening. 
This  was  a  show  almost  exclusively 
for  the  second-tier  stocks.  The  high- 
multiple  glamour  stocks  barely  par- 
ticipated. Recoveries  of  40%  and  more 
from  this  year's  lows  were  common- 
place among  those  many  fine  stocks 
which  had  been  treated  with  disdain 
by  the  banks'  "one-decision  makers." 
Obviously,  they  are  no  longer  as 
cheap  as  they  had  been,  but  a  great 
many  of  them  still  offer  solid  value. 

It  would  be  unreasonable  to  expect 
the  market  to  continue  to  rise  at  this 
pace.  There  is  bound  to  be  some 
profit  taking.  The  market  also  needs 
a  pause  during  which  price  rela- 
tionships can  be  readjusted.  By  and 
large,  however,  this  stock  market  re- 
covery probably  still  has  some  dis- 
tance to  go  before  underpriced  stocks 
become  fully  priced  and  eventually 
overpriced.  Long-term  interest  rates 
have  continued  their  decline,  and 
short-term  money  rates,  as  predicted, 
apparently  reached  their  peak  with 
the  prime  rate  going  to  10%.  And 
•now  they  are  on  their  way  down.  All 
this  should  help  the  stock  market. 

Ihe  Glamour  Stocks 

When  Morgan  Guaranty  Trust,  by 
far  the  country's  largest  manager  of 
pension  funds,  personal  trusts,  estates, 
etc.,  disclosed  the  composition  of  its 
"consolidated"  investment  portfolio, 
many  members  of  the  financial  com- 
munity were  surprised,  if  not  shocked, 
to  learn  that  this  one  bank  held  as 
much  as  14%  of  Disney,  10%  of  Pola- 
roid, 8%  of  Avon,  and  4.5%  of  IBM 
(see  my  column  "When  Banks  Buy 
Stocks,"  Forbes,  June  15).  The  dol- 
lar amounts  involved  are  so  unbeliev- 
ably huge  that,  for  all  practical  pur- 
poses, these  positions  are  frozen  solid. 

Since  many  other  banks  have  been 
and  probably  are  still  following  in 
Morgan  Guaranty's  footsteps,  this  con- 
centration of  funds  in  a  relatively 
small  number  of  admittedly  very  fine 
companies  becomes  even  more  fright- 
ening. After  all,  what  can  the  banks 
do  if  one  of  their  prima  donnas  falls 


flat  on  her  face?  Like  Avon,  for  in- 
stance, or  IBM.  Sell?  To  whom? 

If  I  were  an  executive  of  a  corpora- 
tion whose  pension  fund  is  invested 
largely  in  these  one-decision  stocks, 
I'd  scream  STOP.  And  if  it  were  my 
own  money,  I'd  demand  a  change. 
Apparently,  this  has  been  going  on 
to  some  degree  in  recent  months,  be- 
cause the  glamours,  as  a  group,  have 
performed  poorly  since  this  spring. 
This  probably  was  due  to  a  lack  of 
buying  rather  than  the  pressme  of  liq- 
uidation, since  large-scale  selling  is 
out  of  the  question  anyhow. 

IBM  is  a  prime  example  of  what 
even  a  moderate  amount  of  selling 
can  do  to  a  stock.  In  the  two  weeks 
after  an  adverse  court  decision  in  a 
major  antitrust  suit  1.1  million  shares 
traded  on  the  NYSE,  which  is  a  mere 
0.77%  of  IBM's  outstanding  stock.  Yet 
its  price  declined  from  298  to  as  low 
as  250/2.  At  that  point,  the  total  pa- 
per loss  for  IBM  shareholders  amount- 
ed to  almost  $7  billion,  or  more  than 
the  total  market  value  of  a  huge  com- 
pany like  Mobil  Oil. 

I  can't  get  unduly  bearish  on  IBM. 
At  its  present  greatly  reduced  level- 
down  from  a  1973  high  of  365-the 
stock  is  selling  at  about  25  times  this 
year's  estimated  earnings  of  some  $10 
a  share.  This  is  the  lowest  multiple 
since  the  bear  market  bottom  of  1970. 
Even  if  IBM  should  lose  the  antitrust 
suit  on  appeal,  it  is  doubtful  that 
its  preeminence  will  be  impaired  or 
its  earning  power  materially  aflFected. 
I  would  stick  with  IBM  and  buy 
more  on  further  material  weakness. 

Moving  to  the  opposite  end  of  the 
quality  scale,  a  speculatively  inclined 
investor  might  do  well  to  take  a  fresh 
look  at  Boise  Cascade  (16).  This 
favorite  of  the  late  Sixties  almost 
came  to  grief  as  a  result  of  overex- 
pansion  in  various  directions,  bad  in- 
vestments, excessive  debt  and  numer- 
ous other  management  mistakes.  The 
stock,  understandably,  plunged  from 
65  to  8. 

By  now,  however,  Boise  Cascade 
appears  to  be  well  on  the  road  to  full 
recovery.  Management  has  been 
changed;  major  pr.iperties  have  been 
sold  with  the  proceeds  used  to  reduce 
debt  to  a  tolerable  level;  unprofitable 
ventures  have  been  disposed  of;  and 
the  balance  sheet  has  been  cleaned 
up.  Needless  to  say,  the  high  state  of 
prosperity  prevailing  in  the  forest 
products  industry  has  been  a  god- 
send for  Boise  Cascade.  Profits  this 
year  promise  to  be  at  a  record,  prob- 
ably comfortably  above  $2.50  a  share. 
Although  the  company's  large  hold- 
ing of  foreign  government  bonds  and 
notes,  inherited  from  Ebasco,  injects 
a  risk  of  some  magnitude,  the  stock 
appeals  to  me  as  a  speculation.  ■ 
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Technician's 
Perspective 

ByJohnW.SchuIz 


Out  0/  The 
Wilderness 


Today,  gentle  reader,  you  and  I  are 
going  to  do  a  little  exercise  in  simple 
arithmetic.  The  numbers  we're  going 
to  use  are  "official"  statistics.  As  such, 
they  are  generally  considered  to  be 
authoritative,  but— let  me  warn  you— 
no  one  really  knows  just  how  accurate 
they  are.  To  some  extent,  most  of 
them  incorporate  estimates  that  may 
or  may  not  be  close  to  the  mark,  and, 
in  any  case,  they  all  are  subject  to 
revision  sooner  or  later,  often  much 
later.  But  for  our  purposes,  this  is 
not  a  critical  drawback. 

The  fact  is  that  over  many  long 
years  we've  got  used  to  making  deci- 
sions on  the  basis  of  statistics  whose 
reliability  we  ought,  but  can't  afford, 
to  question  because  they  are  all  we 
have  to  work  with.  By  the  time  they 
are  refined  and  revised  and  made 
(perhaps)  more  realistic,  we're  al- 
ready up  against  a  new  set  of  (un- 
revised)  numbers  that  need  to  be  pro- 
grammed into  current  decisions.  Be- 
sides, the  magnitudes  we're  dealing 
with  are  so  large  that  a  few  billion 
dollars  one  way  or  the  other  aren't 
apt  to  invalidate  our  broad  conclu- 
sions (which,  anyway,  people  in  my 
line  of  business  like  to  hedge  about 
with  maybes). 

Now  let  me  remind  you  of  some- 
thing I  wrote  for  the  May  15  Forbes 
—something  that,  thank  goodness, 
hasn't  yet  needed  revising.  I  suggested 
then  that  institutional  portfolio  man- 
agers were  facing  the  need  to  devote 
less  of  their  continuing  huge  new-cash 
receipts  to  the  purchase  of  a  few  doz- 
en major  growth  stocks  and  more  to 
the  hundreds  of  less  glamorous  stocks 
wallowing,  at  much  lower  valuations, 
in  the  neglected  majority  sector  of 
the  market.  (I  touched  on  the  same 
subject  in  the  Aug.  15  issue.)  This 
"would  eventually  mean  a  multibil- 
lion-dollar  flow  of  fresh  money  into  an 
area  of  the  stock  market  where  it 
seems  badly  needed." 

No  one,  I  think,  will  dispute  that 
just  such  a  shift  in  institutional  pref- 
erences began  to  materialize  last  sum- 
mer, gingerly  to  be  sure,  but  more  re- 
cently prodded  by  last  month's  anti- 
Mr.  Schuiz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  Inc. 


trust  court  decision  against  IBM.  Ac- 
cording to  most  commentators,  the 
verdict  reminded  institutional  port- 
folio managers  that  their  major 
growth  favorites  are  not,  after  all, 
necessarily  invulnerable,  an  inference 
that  touched  off  a  buying  stampede 
on  the  stock  market's  unglamorous 
bottom  tier.  Some  of  that  rush  buy- 
ing was  no  doubt  done  by  institu- 
tional investors.  But  many  of  them  are 
lumbering  giants,  and  I  suspect  most 
of  the  buying  came  from  other  in- 
vestors, or  speculators,  wanting  to 
beat  institutional  demand  for  "sound" 
common  stocks  previously  ignored. 

Market  Maf/i 

Now  for  the  arithmetic.  According 
to  Federal  Reserve  flow-of-funds  data 
(subject  to  revision),  aggregate  net 
stock  purchases  by  institutional  in- 
vestors during  this  year's  second  quar- 
ter ran  at  an  annual  rate  of  about 
$15  billion,  down  from  about  $17 
billion  for  all  of  1972,  mainly  because 
of  massive  net  sales  by  mutual  funds. 
But,  in  the  aggregate,  the  funds  sold 
a  lot  more  portfolio  stock  than  they 
needed  to  cover  what  their  stock- 
holders took  away  from  them  (via 
net  redemptions).  So,  1  would  guess 
that  the  funds  have  at  least  about 
$1  billion  surplus  cash  which  could 
be  used  for  new  stock  purchases  once 
they  recover  from  net-redemption 
shock.  In  other  words,  I  can  see  total 
institutional  net  stock  buying  at  a  po- 
tential annual  rate  of  at  least  $16  bil- 
lion, possibly  a  good  bit  more. 

Next,  we  have  the  margin-account 
investors  with  potential  buying  power 
estimated  (by  the  NYSE)  near  $8 
billion,  after  paying  off  some  $2  bil- 
lion worth  of  debit  balances  since 
the  end  of  1972.  With  interest  rates 
apparently  coming  down  and  stock 
prices  threatening  to  rise,  I  can  see 
these  accounts  going  back  into  stock 
and  debt  of  at  least  $2  billion  over 
the  next  couple  of  years  (as  they  did 
in  the  1966-68  bull  market). 

And  then  there  are  the  foreign  in- 
vestors. In  this  year's  first  quarter 
they  were  net  buyers  of  U.S.  corporate 
shares  at  a  record  annual  rate  of 
$5.2    billion.    They    almost    stopped 


buying  on  balance  during  the  second 
quarter's  foreign-exchange  crisis,  but 
since  then  the  dollar  has  gained 
strength,  relative  to  other  currencies, 
and  our  common  stocks  have  almost 
certainly  come  to  look  much  cheaper 
than  equities  in  most  foreign  markets, 
especially  after  making  allowance  for 
two  official  dollar  devaluations.  So  I 
wouldn't  be  at  all  surprised  if  net 
foreign  purchases  of  American  shares 
feached  annual  rates  exceeding  $5 
billion  during  the  next  year  or  two. 

Add  all  this  up  and  you're  looking 
at  potential  overall  demand  for  com- 
mon stocks  approaching  maybe  $20 
billion  a  year.  That  would  be  an  all- 
time  high  and  substantially  more  than 
enough  to  absorb  any  likely  significant 
increase  in  supply  from  net  new  stock 
issues  during  the  visible  future. 

What  would  happen  if,  as  I  ex- 
pect, an  increasing  percentage  of  this 
demand  potential  were  to  flow  into 
the  nonglamour  bottom  tier  of  the 
stock  market?  This  tier  now  probably 
accounts  for  not  much  more  than  half 
the  nearly  $800  billion  current  market 
value  of  all  NYSE  listings.  I  would  es- 
timate that  until  lately  trading  volume 
on  this  sector  was  not  running  much 
higher  than,  say,  a  $40-billion  to  $50- 
billion  annual  rate.  As  our  capital 
markets  go,  this  is  a  relatively  small 
total,  and  the  price  impact  on  it  from 
any  substantial  percentage  of  a  total 
demand  potentially  running  well  in 
excess  of  $20  billion  a  year  obviously 
could  be  highly  favorable,  even  if 
scattered  over  hundreds  of  issues. 

We  had  a  taste  of  this  effect  last 
month  when  buyers  rushed  into  the 
market,  encouraged  because  the  mar- 
ket's response  to  the  IBM  court  deci- 
sion demonstrated  that  the  bottom 
tier  was  no  longer  vulnerable  to  sa- 
cred-cow price  weakness.  It  was  also 
urged  on  by  a  suspicion  that  the 
back  of  the  upward  spiral  in  interest 
rates  had  been  broken.  To  be  sure, 
buying  stampedes  usually  don't  last 
much  longer  than  two  or  three  weeks. 
But  they  do  tend  to  foreshadow  pro- 
longed and  significant  advances  in 
the  overall  stock  price  movement,  be- 
cause the  stock  market  simply  cannot 
absorb  multibillion-dollar  increases  in 
net  new  cash  inflow  in  a  hurry.  For 
example,  customers'  net  round-lot 
stock  purchases  on  the  NYSE  during 
the  26  months  of  the  1966-68  bull 
market  added  up  to  less  than  75  mil- 
lion shares,  probably  equal  to  some 
$3  billion. 

What  all  this  amounts  to,  in  my 
opinion,  is  that  we  have  the  makings 
of  an  old-fashioned  bull  market, 
which,  given  plenty  of  time,  could 
lead  a  large  majority  of  common 
stocks  out  of  the  wilderness  of  the 
past  several  years.  ■ 
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Take  your  choice  of  these  timely  pacltages 
of  investment  advice  and  information  on 

— Mutual  Funds — 


389  Mutual  Funds 

9  mos,  1  yr,  5  yr  performance 

This  revealing  appraisal  lets  you  compare  how  your 
fund  is  doing.  It  tells  how  it  has  fared  in  this  year's 
down  market.  It  gives  you  a  chance  to  compare 
both  long  and  short  term  performance.  Covers  load, 
no  load,  dual  and  closed-end  funds. 

Bond  Funds 

United  believes  the  new  bond  funds  are  potentially 
attractive  for  conservative  investors  who  seek  a 
steady  7%  income,  plus  a  small  capital  gains 
kicker  sometimes,  from  bond  trading,  conversions, 
and  leverage.  The  chief  risks  are  common  to  all  — 
more  inflation  and  possible  higher  money  rates. 
Get  United's  Report  on  Bond  Funds. 


5  High-Risk  Performance 
Funds  to  buy  now 

These  funds  are  risk  takers.  But  if  you're  fully  aware 
of  the  risks,  that  isn't  all  bad.  The  big  profits  are 
often  made  by  taking  big  risks  and  speculating  .  .  . 
taking  part  in  new  products,  new  concepts.  We've 
picked  5  Performance  Funds  we  believe  have  prom- 
ising profit  potential. 

2  Issue  Guest  Subscription  to 
United  IVIutual  Fund  Selector 

It's  nice  to  get  performance  comparisons  on  most 
well-known  funds  and  United  Mutual  Fund  Selector 
does  that.  But  what  you  really  want  is  impartial 
advice  on  what  to  DO!  You  get  unbiased  advice 
from  United,  backed  up  with  analyses  of  specific 
funds,  and  much  more. 


This  entire  package  of  IVIutual  Fund  information  and  advice . . .  only  $2 
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Stocks 


The  profit  potential  and  x'v&V.  in 

5  Special  Situations 

United  selects  5  stocks  whose  future  performance 
should  be  governed  more  by  internal  development, 
than  by  the  action  of  the  market.  We  believe 
these  Special  Situations  offer  you  opportunities  for 
worthwhile  capital  gains. 

4  Issue  Guest  Subscription 
to  United  Reports  on 
Business  and  Investments 


•  stock  Market  Analysis  and 
specific  recommendations 

•  Buying  and  selling  advices 
of  other  services 


The  Supervised  List 

Bonds  and  Preferred 

Stocks 

.  . .  and  much  more 


Does  United  believe  you  should 

Buy?  Hold?  Sell? 

Facts,  figures,  specific  advice,  and  appraisal  of  risk. 


Amer  Air 
ATT 

Chrysler 
Curt  Wright 
East  Air 
Exxon 


FedNatMtg 
FstNatCty 
Ford 

Gen  Elec 
Gen  Motors 
Gulf  Oil 


ITT 

Kresge 
Levitz 
McDnla's 
Pan  Am  Air 
Phillips  P 


Polaroid 

RCA 

Southern  Co 

Texaco 

Trnsamerca 

Westghse 


Income 


We  have  prepared  a  Special  Report  to  help  our 
Clients  take  advantage  of  the  liheral  yields  available 
today.  It  appraises  risks  and  recommends 

•  Long  term  Bonds  •  Convertible  Securities 

•  Municipal  Bonds  •  High-Yield  "Commons" 


This  entire  package  of  Stock  Market  investment  advice  . . .  only  $2 


MAIL  THE  POSTAGE  PAID  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY 

No  salesman  will  call. 


.  WE  WILL  BILL  YOU 


„    UNITED 

Businesses  Investment  Service 

210   NEWBURY  STREET,   BOSTON,   MASSACHUSETTS  02116 


If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  at  Dept.  FM-43 


GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 
William  Blair  &  Company 

For  GIS  prospectus 
mail  coupon  or  phone  (312)  346-4830 

I    Growth  Industry  Shares,  Inc.  Rm.  2903  I 

'     135  S.  LaSalle  St.,  Chicago,  IL  60603  ' 
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PRUDENT  PLANNING 

requires  consideration  of  an  auxiliary  office. 
2700  sq.  ft.  available  at  $4.90.  New  building 
located  in  Southern  Minnesota  town  of 
27,000-90  min.  to  Twin  Cities,  30  to  Mayo 
Clinic.  No  brownout  or  blackouts  or  smog. 
The  building  (22,900  sq.  ft.  office  space)  may 
be  purchased  subject  to  rights  of  tenant 
leases.  Elevator  and  in-building  parking. 
$24.75  per  sq  ft.  office  space. 

call  or  write 

E.  J.  GarrJty 

Box  788 
Green  Valley,  Az.  85614.  602-625-8762. 


"earn  Sequence  For 
A  New  Bull  Market 


Why  do  we  persist  in  projecting  the 
present?  Given  a  few  days  of  rising 
stock  prices,  falling  interest  rates  and 
heavy  volume,  the  majority  of  pun- 
dits proclaim  that  the  bear  market  is 
over.  Just  as  when  things  look  then- 
worst,  a  projection  of  the  present 
would  imply  that  they  can  only  de- 
teriorate further.  I  don't  want  to  be- 
labor the  point,  but  I  feel  that  it  is 
too  soon  to  expect  the  questions  of 
credit  supply,  international  monetary 
equilibrium  and  general  investor  con- 
fidence to  be  resolved.  I,  for  one,  am 
keeping  my  sneakers  on  for  the  next 
few  weeks. 

Did  you  notice  the  timing  of  the 
great  September  rally?  It  came  just  a 
few  days  after  the  regulatory  author- 
ities granted  the  brokerage  industry 
the  right  to  raise  commissions.  Ev- 
erything you  have  read  up  to  now 
has  probably  told  you  that  this  was 
a  very  bad  idea.  Nobody  likes  paying 
more  for  services.  Conventional  wis- 
dom has  it  that  raising  the  cost  of 
buying  and  selling  stock  will  tend  to 
shrink  volume  and  generally  turn  off 
investors. 

The  record  shows  just  the  oppo- 
site. Going  back  30  years,  the  bro- 
kerage industry  has  been  granted  five 
previous  commission  increases.  With- 
out exception  the  year  following  saw 
a  noticeable  upsurge  in  volume.  Fol- 
lowing the  commission  increase  in 
1942,  the  New  York  Stock  Exchange 
volume  soared  122%  in  1943;  1947's 
hike  was  followed  by  a  19%  increase; 
1953's  by  a  62%  pickup  in  1954; 
1958's  by  an  increase  of  10%  in  1959. 
The  1970  surcharge  of  $15  per  trade 
did  not  stop  NYSE  activity  from  ris- 
ing 33^3%  the  next  year. 

If  precedent  is  followed,  stock  ex- 
change volume  in  1974  will  be  sub- 
stantially better  than  the  current 
year's.  To  make  this  statistic  universal- 
ly complete,  the  one  year  that  saw  a 
commission  reduction  (the  volume 
discount  in  1968)  was  followed  by  a 
3%  shrinkage  in  volume  in  1969.  Per- 
verse, isn't  it?  Obviously  I  am  not 
contending  that  you  enjoy  paying 
more  for  the  privilege  of  buying  and 

Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
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selling  securities;  it  just  proves  again 
that  these  are  cyclical  markets  in  cy- 
clical economies.  Downs  are  followed 
by  ups.  The  brokerage  industry  usu- 
ally gets  its  requested  commission  in- 
crease not  when  it  wants  it,  but  many 
months  following  the  rituals  of  bu- 
reaucracy. By  the  time  the  increase 
is  granted  the  cycle  is  near  its  nadir 
and  is  followed  progressively,  as  day 
follows  night,  by  rising  prices  and 
volume  within  six  to  12  months. 

New  Ihemes 

Skeptical  as  I  am,  I  have  been 
dreaming  about  the  next  bull  market. 
These  days  it  takes  a  lot  to  strain  the 
imagination.  Once  the  next  bull  mar- 
ket is  a  few  months  old,  investors  will 
be  sniflBng  around  for  new  themes, 
and  particularly  sniffiing  at  the  sec- 
ondary and  even  tertiary  stocks,  which 
only  fleetingly  began  to  enjoy  some 
buying  interest  during  the  last  three 
winters.  I  dreamt  I  talked  with  one 
of  the  jet-powered  portfolio  managers 
of  the  1967-68  era  who  has  long 
since  flamed  out.  Chagrined  at  his 
grounding,  he  anticipates  flying  again 
in  1974.  Dream  or  not,  I  say  his  basic 
precepts  made  sense  for  the  type  of 
stocks  that  might  be  on  people's  lips 
three  to  six  months  hence.  The  names 
are  certainly  recognizable  and  the  fun- 
damentals supportable.  If  the  stocks 
are  bought  in  real  life  the  way  I 
went  for  them  in  the  dream,  1974 
will  be  a  bad  year  for  the  bears. 

My  dream  man's  scenario  went 
something  like  this:  The  economy  of 
scarcity  is  now  worldwide.  Third 
world  nations— basically  commodity 
suppliers  to  their  industrialized  big 
brothers— are  enjoying  quantum  jumps 
in  gross  national  products.  Animal, 
vegetable  and  mineral— most  commodi- 
ties will  be  hard  to  get  in  the  fore- 
seeable future  at  one  time  or  another. 
The  one  company  that  makes  its  busi- 
ness the  supplying  of  agricultural  and 
processing  equipment  and  the  con- 
struction of  turnkey  plants  in  third 
world  countries  is  International  Sys- 
tems and  Controls  (ASE  45).  This  is 
a  most  unusual  company.  Its  annual 
report  makes  fascinating  reading,  as 
does  its  earnings  growth  since  1969. 
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Keeping  to  the  theme  of  shortage 
and  a  return  to  a  simpler  life,  my 
dream  character  pointed  to  the  up- 
surge in  home  gardening.  Not  only 
have  prices  and  the  difficulties  of  get- 
ting fresh  vegetables  sparked  this  re- 
vival in  the  basic  agricultural  ethic, 
but  people  who  never  read  Thomas 
Aquinas  are  familiar  with  the  benefits 
of  jogging,  bicycling  and  the  supposed 
efficacy  of  organically  produced  fruits 
and  vegetables.  One  of  the  very  first 
requirements  is  good  seed.  The  purest 
play  in  horticultural  products  and  gar- 
den supply  items  is,  in  my  opinion, 
Vaughan-Jacklin  Corp.  ( OTC  25 ) . 

Vaughan-Jacklin  derives  about  80% 
of  its  sales  from  garden  supply  items 
and  horticultural  products,  and  the 
balance  from  lawn  seed.  Sales  in  the 
year  ended  last  June  climbed  20%  to 
over  $27  million,  and  per-share  earn- 
ings advanced  to  $1.32  from  98  cents 
a  year  ago.  Management  feels  that 
fiscal  1974  will  see  another  gain  in 
sales  and  earnings.  Demand  for  indoor 
plants  is  so  great  that  Vaughan-Jack- 
lin can  hardly  fill  the  orders. 

After  one  grows  his  garden  and  eats 
the  fresh  produce,  what  does  he  do 
with  the  balance?  Aha!  said  my  noc- 
turnal money  manager.  Home  can- 
ning is  in.  When  we  think  of  put- 
ting up  preserves,  we  think  of  the  old 
Ball  jar.  Unfortunately  for  our  current 
theme,  the  93-year-old  maker  of  "fruit 
jars"  has  evolved  into  international, 
multiproduct  Ball  Corp.  (OTC  13), 
with  important  positions  in  metals, 
rubber,  plastics,  aerospace  and  elec- 
tronics. Its  well-known  mason  jars  are 
enjoying  great  demand  for  the  home 
canning  of  fruits  and  vegetables.  How- 
ever, the  greater  part  of  Ball's  $60- 
million-a-year  container  business  is  in, 
bottles  and  jars  sold  to  industry.  And 
glass  jars  account  for  only  one-third 
of  Ball's  total  business. 

Earnings  in  1973  are  expected  to 
be  well  below  the  $1.75  a  share 
reported  for  1972  because  of  the  ad- 
verse effects  of  start-up  costs  for  new 
plants,  modernization  and  strikes.  Re- 
flecting this,  the  stock  is  down  to  half 
its  1972  high;  thus  the  50-cent  divi- 
dend prpduces  a  nice  yield.  Con- 
cept-minded money  managers  may  ig- 
nore much  of  the  diversification,  be- 
cause if  you  want  to  invest  in  Ball 
mason  jars,  tops  and  gaskets  you  have 
to  buy  Ball  Corp. 

Warming  to  his  concepts,  my 
dream  man  pointed  out  that  the  econ- 
omies of  shortage  have  extended  to 
textiles  and  apparel.  The  U.S.  has  be- 
come a  net  exporter  of  a  number  of 
basic  fabrics.  Hence,  the  thesis  for 
home  sewing.  The  retail  fabric  indus- 
try was  a  growth  darling  during  the 
late  Sixties  and  early  Seventies,  some 
stocks   in  the   group   sporting  multi- 


ples of  upwards  of  50  times  earnings. 
The  biggest  and  best  member  of 
this  industry  I  know  is  House  of  Fab- 
rics (NYSE  12).  It  hit  a  high  of  just 
under  30  last  year  before  management 
had  the  candor  to  predict  a  flat  spot 
in  its  progress.  An  oversupply  of  dou- 
bleknit  fabrics  precipitated  a  price 
erosion  of  30%  to  50%  in  doubleknits, 
then  and  now  about  20%  of  House  of 
Fabrics'  gross,  hence  a  slowing  of 
sales  and  earnings  growth.  This  prob- 
lem is  now  largely  past  and  House  of 
Fabrics  expects  earnings  to  increase 
to  around  70  cents  in  the  year  ending 
Jan.  31,  1974,  vs.  53  cents  a  year 
earlier,  with  20%  annual  increases  pro- 
jected into  the  foreseeable  future.  Re- 
cent sales  have  been  up  30%,  reflecting 
both  rising  business  and  price  infla- 
tion. House  of  Fabrics  has  contracted 
ahead  for  substantial  inventories  of 
piece  goods  to  carry  it  through  much 
of  1974.  Home  sewing  is  anti-infla- 
tionary, saving  the  homemaker  rela- 
tively more  dollars  than  most  other 
activities.  No  wonder  it  is  the  Ameri- 
can woman's  favorite  daytime  pastime. 

Compacts  Are  In 

A  final  dream  sequence  favorite  for 
1974  is  the  smallest  of  the  major  U.S. 
automakers,  American  Motors  ( NYSE 
9).  Now  that  gasoline  consumption 
stickers  are  appearing  on  the  wind- 
shields of  new  American  cars,  the  gas 
guzzlers  are  at  a  real  disadvantage. 
American  Motors  has  the  happy  prod- 
uct mix  of  subcompact  and  compact 
cars  and  station  wagons  plus  the  Jeep 
utility  vehicles.  No  other  U.S.  auto- 
maker has  a  product  line  so  geared  to 
current  taste  trends.  The  subcompact 
Gremlin  retails  for  60  cents  a  pound 
or  roughly  half  what  you  pay  for 
ground  sirloin.  Earnings  for  the  year 
just  ended  Sept.  30  may  have  reached 
$1.60  a  share  vs.  only  64  cents  a  year 
earlier.  For  fiscal  1974,  earnings  could 
approach  $2  a  share,  and  the  common 
stock  may  pay  a  cash  dividend  for 
the  first  time  since  1965. 

American  Motors  is  the  only  auto 
company  likely  to  show  higher  sales 
and  profits  next  year  than  this.  Our 
dream  portfolio  manager  rhapsodized 
over  the  6%  convertible  bonds  ex- 
changeable for  common  at  $7.50  a 
share.  Looking  further  ahead,  American 
Motors'  diversification  effort  into  buses 
may  in  time  give  it  a  profitable  posi- 
tion in  rapid  transit. 

All  these  companies  are  expected 
to  be  around  doing  business  in  1975, 
whether  or  not  they  become  a  mix- 
ture of  concept,  thesis,  turnaround  or 
growth  stocks  during  the  next  bull 
market.  On  coming  back  to  reality 
after  my  dream,  I  found  that,  unlike 
most  nocturnal  exercises,  these  made 
some  sense  the  morning  after.  ■ 
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Money  And 
The  Market 


If  this  column  reads  more  and  more 
like  progress  reports  on  a  futile  under- 
taking, meaning  the  international 
monetary  negotiations,  it  does  so  for 
two  reasons:  One,  there  has  in  fact 
been  virtually  no  progress,  and  two, 
the  subject  continues  to  be  important 
for  everyday  investment  decisions. 

The  recent  International  Monetary 
Fund  meeting  in  Nairobi  was  no  ex- 
ception to  the  long  chain  of  nonac- 
complishments.  There  is,  of  course, 
continued  agreement  on  the  broader 
issues,  but  none  on  specifics.  Nor  is  it 
even  clear  that  the  real  problems  are 
properly  understood.  Without  such 
understanding  solutions  become  either 
impossible  or  accidental. 

This  is  not  meant  to  condemn  the 
participants  in  the  discussions.  After 
all,  we  are  faced  with  an  entirely  new 
situation.  Never  before  have  the  val- 
ues of  currencies  fluctuated  as  freely 
and  as  widely  as  they  have  in  the  re- 
cent past.  Moreover,  these  extreme 
fluctuations  have  been  accompanied 
by  a  continuing  surge  of  world  trade. 
Are  we  to  conclude  that  fluctuating 
rates  are  beneficial  or  at  least  not  det- 
rimental to  world  trade?  Or  should 
we  argue  that  the  momentum  in  world 
trade  gathered  under  fixed  exchange 
rates  has  not  yet  been  halted  by  the 
confusions  introduced  by  floating 
rates?  Or  should  the  conclusion  be 
that  the  hope  for  a  return  to  fixed 
rates  is  keeping  world  trade  alive  at 
these  astonishingly  high  levels? 

No  one  has  yet  been  able  to  make 
a  convincing  case  for  any  of  these  al- 
ternatives, nor  have  floating  rates  been 
exposed  to  a  test  sufficiently  lengthy 
for  any  conclusions  to  be  drawn.  To 
me  the  crux  of  the  problem  seems  to 
be— and  I  hate  to  be  that  original— 
that  the  U.S.  wants  to  have  its  cake 
and  eat  it,  too.  The  U.S.  has  been, 
and  continues  to  be,  unwilling  to  sub- 
mit to  the  discipline  demanded  by 
any  workable  monetary  system. 

The  U.S.  argument  is  simple:  in- 
ternational trade  accounts  for  less  than 
5%  of  the  U.S.  gross  national  product. 
Why  should  the  5%  and  a  possible 
few   billion   dollars   of   a   balance-of- 
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trade  deficit  dictate  the  course  of  ac- 
tion for  the  remaining  95%  of  a 
$12,000-billion-plus  economy?  There 
is  no  ready  answer,  but  I  do  suspect 
that  the  U.S.  will  have  to  adopt  a 
more  flexible  attitude  for  any  funda- 
mental agreement  to  be  reached. 

All  this  is  by  no  means  a  mere 
theoretical  exercise.  Take  a  very  time- 
ly example:  Interest  rates,  particular- 
ly short-term,  in  the  U.S.  have  started 
to  come  down  in  the  past  ten  days. 
Assuming  the  state  of  the  U.S.  econ- 
omy does  require  a  lowering  of  inter- 
est rates  (which  I  question),  it  is  a 
fact  that  other  industrial  countries  are 
still  raising  or  holding  theirs  at  very 
high  levels.  If  these  trends  persist, 
there  most  likely  would  be  a  massive 
outflow  of  short-term  capital. 

Overseas  Complaints 

The  dollar  would  then  weaken  and 
our  important  trade  partners  would 
again  complain  that  we  are  disturbing 
their  fight  against  inflation,  that  the 
low  valuation  of  the  U.S.  dollar  was 
disturbing  big  segments  of  their  in- 
dustries. They  might  even  threaten  to 
take  serious  countermeasures,  such  as 
restrictions  on  imports  from  the  U.S., 
in  order  to  maintain  their  economies 
in  reasonable  equilibrium.  Certainly 
this  kind  of  development  would  have 
its  impact  on  the  U.S.  stock  market, 
which  may  have  been  overly  exu- 
berant in  reacting  to  the  turn  in  in- 
terest rates. 

In  other  words,  we  might  then  be 
seeing,  for  a  change,  real  economic 
developments  having  a  real  impact 
upon  the  securities  markets.  One  en- 
couraging step  in  that  direction  has 
been  the  recent  return  to  the  old  rule 
that  a  strong  currency  is  usually  ac- 
companied by  a  weak  stock  market 
and  vice  versa.  Japan,  Germany  and 
Holland  have  been  prominent  exam- 
ples. England  has  been  a  notable  ex- 
ception; not  even  the  weakness  in  the 
pound  could  bolster  its  market. 

There  are  still  many  imcertaiiilics 
that  will  leave  their  mark,  not  only 
on  entire  stock  markets  but  on  many 
individual  stocks  as  well.  Where  will 
the  dollar  be  a  few  months  hence  t;.v. 
the   German   mark,   French   franc   or 
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yen,  for  instance?  A  significant  weak- 
ening of  the  dollar  would  bode  ill 
for  the  stock  markets  in  these  coun- 
tries. A  strengthening  of  the  dollar 
would  be  a  favorable  development. 
A  stronger  dollar  would  also  have  an 
impact  on  the  earnings  of  many  U.S.- 
based  midtinational  companies.  The 
list  of  these  companies  which  derive 
more  than  50%  of  their  earnings  from 
abroad  is  growing  constantly.  It  now 
includes  such  premier  companies  as 
IBM,  Xerox,  Addressograph,  Pfizer, 
Colgate  and  Coca-Cola.  A  valuation  of 
the  dollar  some  15-20%  higher  than 
in  June  or  July  of  this  year  would 
certainly  have  a  negative  impact  on 
the  earnings  of  these  companies.  In 
measuring  the  impact  of  the  dollar 
valuation  upon  the  earnings  of  multi- 
nationals one  should  also  distinguish 
between  companies  which  draw  their 
earnings  from  exports  to  foreign  coun- 
tries as  opposed  to  those  with  foreign- 
based  manufacturing  facilities.  The 
latter  would  be  less  adversely  affect- 
ed by  a  strengthening  of  the  dollar 
than  the  former. 

Also,  as  I  pointed  out  in  a  previous 
column,  in  investing  in  foreign  stocks 
be  sure  to  consider  the  prospects  of 
that  particular  currency.  A  gain  in  a 
given  stock  market  could  very  easily 
be  offset  by  a  weakening  in  the  cur- 
rency. There  is  a  technique  that  can 
neutralize  such  negative  impacts,  but 
it  might  be  too  involved  for  the  av- 
erage investor.  (You  can  hedge  by 
going  short  a  given  currency  against 
a  long  position  in  a  security.)  But  be 
sure  you  have  good  advice  on  this  be- 
fore you  get  involved  in  it. 

Buy  Gold  Shares 

What  role  is  gold  likely  to  play  in 
a  new  monetary  system,  if  any?  Also 
what  is  the  price  of  gold  likely  to  do 
until  July  of  next  year,  the  deadline 
set  at  Nairobi  for  coming  up  with  a 
new  monetary  system?  There  is  little 
concrete  fact  to  back  up  any  convic- 
tion in  this  respect.  However,  purely 
as  a  hunch,  I  would  expect  the  price 
of  gold  to  mark  time  around  the  ciu"- 
rent  level,  but  go  higher  as  it  be- 
comes more  clear  that  the  monetary 
problems^'have  not  been  resolved. 

This  means,  among  other  things, 
that  South  African  gold  shares,  which 
have  weakened  considerably  in  re- 
cent months,  can  again  be  bought. 
In  my  last  mention  of  the  gold  shares, 
I  recommended  the  most  conservative 
mines  such  as  Free  State  Geduld  and 
Western  Holdings.  They  have  con- 
siderably outperformed  the  index  of 
gold  mining  shares  since.  With  the 
price  of  the  more  leveraged  mines  such 
as  Buffelsfontein,  President  Steyn  and 
Kloof  having  declined  sharply,  they 
now  merit  more  consideration.  ■ 
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Advertising 


97 


n     CHEMETRON  CORPORATION       3rd  Cower 

Agency:    Buchen  Advertising,  Inc. 

:'<     CHEMICAL    BANK  56 

Agency:   Benton  &  Bowles,  Inc. 

n     CHICAGO  MERCANTILE  EXCHANGE       105 

Agency:    Kalom/Cohen/Greenbaum 


THE  CITIZENS   AND  SOUTHERN 
NATIONAL  BANK  .        ,  ^ 

Agency:    Henderson  Advertismg  Agency 

n    CONTINENTAL  TELEPHONE 

^    CORPORATION  73 

Agency:   Conahay  &  Lyon,  Inc. 


58 


CRUM   &   FORSTER  INSURANCE 
COMPANIES 

Agency:   Benton  &  Bowles,  Inc. 

•-     DALLAS   POWER   &   LIGHT  COMPANY     70 

Agency:    Norsworthy  Mercer  &  Kerss 

THE   DANFORTH    ASSOCIATES  127 

Agency:   Wunderman,  Ricotta  &  Kline 

DIAMOND   INTERNATIONAL 
CORPORATION  i^i   .,    . 

Agency:   Henderson  &  Roll,  Inc. 

-       EASTMAN    KODAK   COMPANY  45 

Agency:   J.   Walter  Thompson   Company 

F.  EBERSTADT  &  CO.  127 

Agency:   Doremus  &  Company 

ENERGY  FUND,  INC.  •         129 

Agency:   The  Leo  Baron  Agency  Inc. 

n     THE    FIRESTONE  TIRE 

&  RUBBER  COMPANY  ^  *^*^ 

Agency:   Sweeney  &  James  Co. 


FORBES  MAGAZINE 


113 


THE   FORD   MARKETING  CORPORATION 
FORD    DIVISION-MUSTANG  66-67 

Agency:   Grey  Advertising  Inc. 


GAC  INDUSTRIAL  DEVELOPMENT 

INC ,.  , 

Agency:    Lando/Bishopric.  Inc. 


72 


GAF    CORPORATION  42 

Agency:   Daniel  &  Charles  Associates 


□     E.  J.  GARRITY 

Direct 

GENERAL  ELECTRIC  COMPANY 

Agency:    Batten,  Barton,  Durstme 
&  Osborn,  Inc. 

n     GENERAL  TELEPHONE   & 

ELECTRONICS    CORPORATION 

Agency:    Doyle  Dane  Bernbach  Inc. 


GENERAL  TRANSPORTATION 
SERVICES  „  ^       . 

Agency:    Harmon  &  Crook 


124 
84  85 

62-63 


25 


GOULD   INC.  13 

Agency:   Marsteller  Inc. 


GROWTH  FUND  RESEARCH,  INC. 

Agency:    Leiand  Hill  Advertising 


125 


GROWTH   INDUSTRY  SHARES,  INC.        124 

Agency:    Hoffman.  York,  Baker  & 
Johnson  Inc. 

HARRISON    EXECUTIVE 

CONFERENCE    CENTERS  9 

Agency:   Tromson  Monroe 
Advertising,  Inc. 


n     THE  HOME  INSURANCE  COMPANY 

ARency:   Albert  Frank-Guenther  U 


48 


n    THE   HOTEL  EMBAJADOR 

'-'    INTERCONTINENTAL  90 

Agency:   Samuel  B.  Crispin 
&  Associates 

n    HOUSE   OF   ALMONDS  59 

Agency:    Bozell  &  Jacobs,  Inc. 

.       ITT   SHERATON  83 

Agency:    Batten,  Barton,  Durstine 
&  Osborn,  Inc. 


n    lU    INTERNATIONAL  83 

Agency:    Marsteller  Inc. 

--    IN-COMM  COMMUNICATIONS 

GROUP,    INC 6 

Direct 


INTERNATIONAL   BUSINESS 

MACHINES   CORPORATION 

DATA   PROCESSING 

DIVISION  92-93 

Agency:   Geer,  DuBois  Inc. 


n    JOHNSON  SERVICE  COMPANY     ^ 

Agency:   Hoffman,  York,  Baker  & 


76 


Johnson, Inc. 


THE  JOHNSTON   MUTUAL  FUND, 

INC.  .  124 

Agency:    Pace  Advertising  Agency 


n     KNOTT  HOTELS  CORPORATION 

'-'  Agency:    Koehl,  Landis  &  Landan  I 

D 


60 


LOUISIANA-PACIFIC   CORP 24 

Agency:    McCannErickson,  Inc. 


MANUFACTURERS  HANOVER 
TRUST    COMPANY 

Agency:    Edwin  Bird  Wilson,  Inc. 


61 


MARYLAND,   STATE  OF  - 
DEPARTMENT  OF  ECONOMIC 
DEVELOPMENT  96 

Agency:    Rosenbush  Advertising  Agency 

n     MIAMI   LAKES   INN 

'-'     &  COUNTRY  CLUB  US 

Agency:   Samuel  B.  Crispin 
&  Associates 

MONSANTO   COMPANY,    INC.       .         .      94 

Agency:   Advertising  &  Promotion 
Services 

n     N  L  INDUSTRIES,  INC.  14 

'-'  Agency:  The  Marschalk  Company 

.        NEW  YORK   STATE  

DEPARTMENT  OF   COMMERCE  59 

Agency:    Rumrill-Hoyt,  Inc. 

THE  NORTHERN  TRUST 

BANK  Back    Cover 

Agency:   Clinton  E.  Frank,  Inc. 

OCCIDENTAL  PETROLEUM 
CORPORATION  :  ■  "° 

Agency:   Carl  Blumay  Associates 


Law 


THE   PADDINGTON   CORPORATION 
(J&B  SCOTCH  WHISKY) 

Agency:   E.  T,  Howard  Co.,  Inc. 


77 


COMPANY  INDEX 

(Continued  From  Page  5) 

State  Farm    insurance  (09 

Studebaker-Worthington  -^      0^ 

Sun    Oil    43-    'g^ 

Texaco    "'' 


128 


Texas   Eastern   Transmisilon   " 

Texasgulf                |'5 

Trans  World  Airlines  ''8 

UOP    Fragrances   ■.••  5" 

Unilever     ft .yS 

Union    Pacific    "" 


United    Aircraft    .....^ 3' 

U.S.    Trust   Co    (N.Y.)    69 

Universal    Fragrances   |0 

Universal   Oil    Prods          .......  ag 

Valley   National    Bank    (Aril.)  oa 

Vaugnan-Jacklin  Corp  >" 


104 
127 
31.  49.  72 
Wi-ycrhacuscr  ?J 

Winn.Dlxlo   Stores  ■■-    ,%% 

Xerox     ''• 


Venture   Development 
Western    Holdings 
Wcstinghousc   Electric 
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PEOPLES  GAS  COMPANY    68 

Agency:  Foote,  Cone  &  Belding 

'/?   PHILIPS  BUSINESS  SYSTEMS  INC.  19 

Agency:  Janis-Schoenbrod  Marketing 
Services  Co.,  a  div.  of 
Martin  E.  Janis  &  Co.,  Inc. 

PHILLIPS  PETROLEUM  COMPANY         100 

Agency:  Tracy-Locke  Advertising 
and  Public  Relations 

ROWE  PRICE  NEW  ERA  FUND,  INC.       125 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

T.   ROWE  PRICE  GROWTH 

STOCK  FUND,   INC 129 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

D   RCA  CORPORATION    54-55 

Agency:  J.   Walter  Thompson   Company 

D   RAYTHEON  COMPANY     26-27 

Agency:  Coordinated  Communications 

'A-    RICHMOND   CORPORATION  71 

Agency:   Brand  Edmonds  Bolio 

□  A.  H.  ROBINS  COMPANY    65 

Agency:   Martin  &  Woltz  Inc.,  Adv. 

#  ROCKWELL    INTERNATIONAL    53 

Agency:   Campbell-Ewald  Company 

#  THE  SOUTHERN  COMPANY  110 

Agency:   Liller,  Neal,  Battle 
&  Lindsey,  Inc. 

□  TRW  INC 2nd  Cover  &  3 

Agency:   Meldrum  and  Fewsmith,  Inc. 

TV  GUIDE  MAGAZINE 

Div.  of  Triangle  Publications,  Inc.   .  .  .    103 

Agency:   N.  W.  Ayer  &  Son,  Inc. 

TEXAS   UTILITIES  COMPANY  28 

Agency:   Norsworthy  Mercer  &  Kerss 

□  TEXTRON    INC 86 

Agency:  J.   Walter  Thompson   Company 

TIME,   INC 114 

Agency:  Young  &  Rublcam 
International  Inc. 

TRANS  WORLD  SERVICES,  INC 90 

Agency:  Stackig,  Sanderson  &  White 

'"'    TULSA,  ECONOMIC 

DEVELOPMENT  COMMISSION  12 

Agency:  William  Butler  &  Associates 

UNITED     BUSINESS 

SERVICE  CO.,  INC 121,   122,   123 

Agency:  The  Silton  Company,  Inc. 

THE  VALUE    LINE 

INVESTMENT    SURVEY      127 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

VIVA   MAGAZINE    99 

Agency:   E.  T.  Howard  Co.,  Inc. 

THE  WALL  STREET  JOURNAL     15,   16,   17 

Agency:   Batten,  Barton,  Durstine 
.  &  Osborn,  Inc. 

WESTINGHOUSE  ELECTRIC 

CORPORATION     106-107 

Agency:   Ketchum,  MacLeod  &  Grove 

XEROX  CORPORATION- 
COMPUTER  MARKETING  DIVISION     74-75 

Agency:   Needham,  Harper  &  Steers 
Advertising,  Inc./West 
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INVESTIGATE  THE 


Established 
1950 


I  ROWE  PRICE 

GROWTH  STOCK  FUND,  INC 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


■i        T    Rnufo 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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Men  vifho 
must 

make 
their 


money 


Forbes: 
capitalist  tool 


f  you  too  believe  the 
investment  future 
appears  bright  for 

investigate 


•Energy^ 


Fund 


NO  LOAD 
NO  SALES 
COMMISSION 

NO  REDEMPTION 
FEES 


a  no  load  mutual  fund 
founded  in  1955 


•  Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 

Energy  Fund  oept.  F 

120  Broadwa>,  N.Y.C.  lOOOS  (212)  233-5900 

Please  send  free  prospectus  and  other  material. 

Nam*  

Address^ . 

City state Zip. 


I _■; i 
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on  the 


I  nOUgriLS  . . .  Business  of  Life 


I  find  that  a  great  part  of 
the  information  I  have  was  acquired 
by  looking  up  something  and 
finding  something  else  along  the  way. 
Franklin  P.  Adams 


Wisdom,  itself,  is  often 

an  abstraction  associated  not 

with  fact  or  reality, 

but  with  the  man  who  asserts  it 

and  the  manner  of  its  assertion. 

John  Kenneth  Galbraith 


One  of  the  most  detestable  habits 

of  Lilliputian  minds 

is  ta^find  their  own  littleness 

in  others. 

HoNORE  DE  Balzac 


A  desire  of  knowledge 

is  the  natural  feeling  of  mankind; 

and  every  human  being  whose  mind 

is  not  debauched  will  be 

willing  to  give  all  that  he  has 

to  get  knowledge. 

Samuel  Johnson 


The  gre?t  art  of  learning  is  to 
understand  but  little  at  a  time. 
John  Locke 


Speech  is  the  gift  of  all, 
but  thought  of  few. 
Cato 


If  a  man  never  contradicts  himself, 
it  is  because 
he  never  says  anything. 
Miguel  de  Unamuno 


The  man,  especially  the  young  man, 

who  conceitedly  imagines 

that  he  knows  it  all  and  that 

therefore  there  is  no  need  for  him 

to  try  to  learn  more, 

is  doing  his  best, 

or  his  worst, 

to  bring  about  his  own  undoing. 

B.C.  Forbes 


Little  things  are  great 
to  little  men. 
Oliver  Goldsmith 


My  desire  is  for  wisdom, 
not  for  the  exercise  of  the  will. 
The  will  is  the  strong  blind  man 
who  carries  on  his  shoulders 
the  lame  man  who  can  see. 
Arthur  Schopenhauer 


The  chief  aim  of  wisdom 
is  to  enable  one  to  bear  with 
the  stupidity  of  the  ignorant. 
Winston  Churchill 


The  man  who  knows 
and  knows  that  he  knows, 
is  a  wise  man— follow  him. 
Arabian  Proverb 


The  wise  only  possess  ideas; 
the  greater  part  of  mankind 
are  possessed  by  them. 
Samuel  Taylor  Coleridge 


The  truth  of  it  is,  learning, 

like  traveling  and  all  other 

methods  of  improvement, 

as  it  finishes  good  sense, 

so  it  makes  a  silly  man 

ten  thousand  times  more  insufferable 

by  supplying  variety  of  matter 

to  his  impertinence,  and 

giving  him  an  opportunity  of 

abounding  in  absurdities. 

Joseph  Addison 


Who  thinks  an  inch, 
but  talks  a  yard, 
needs  a  kick  of  the  foot. 
Chinese  Proverb 


Young  people  think  they  know 
it  all,  but  a  lot  of  old  salts 
around  know  they  don't. 
Richard  H.  Jackson 


Men  are  not  flattered 

by  being  shown  that  there  has  been 

a  difference  of  purpose 

between  the  Almighty  and  them. 

Abraham  Lincoln 


There's  bound  to  be  tragedy 

in  the  life  of  the  man 

who  won't  recognize  his  limitations. 

William  Feather 


Knowledge  is  a  comfortable  and 
necessary  retreat  and  shelter 
for  us  in  an  advanced  age;  and 
if  we  do  not  plant  it  while  young, 
it  will  give  us  no  shade 
when  we  grow  old. 
Lord  Chesterfield 


(I 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text 


Sent  in  by  Warren  E.  Dobson,  Lansing, 
Mich.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


And  beside  this,  giving  all  diligence, 
add  to  your  faith  virtue;  and  to  virtue 
knowledge. 
II  Peter  1 :5 
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UOP  TEAMWORK  IN  TECHNOLOGY 


« 


THE 


BREAKTHROUGH 
OPPORTUNITIES..." 

Highlights  of  a  dialog  between  John  0.  Logan. 
President  of  Universal  Oil  Products  Company, 
and  J.  Frank  Wyatt,  Vice  President^  Finance. 


Mr.  Wyatt:  .  .  .  concentrat- 
ing on  our  unique  technologi- 
cal competences  was  cer- 
tainly a  prime  factor  in 
our  dramatic  earnings 
turnaround  in  1972,  John. 

Mr.  Logan:  Our  energy 
technologies,  in  particular, 
are  most  encouraging. 
That's  where  we  had  our 
beginnings,  back  in  1914. 

Mr.  Wyatt:  And  it's  still  the 
major  strength  on  our  income 
statement.  The  breakthrough 
opportunities  here  are  endless. 

Mr.  Logan:  Substitute  natu- 
ral gas  and  liquefied  natural 
gas  are  certainly  two  promising 
ones,  as  is  the  conversion  of 
coal  to  other  forms  of  fuel.  Shale 


oil  is  another  research  project. 

Not  only  are  we  developing 

these  technologies,  but  we 

can  construct  the  plants 

for  producing  them. 

Mr.  Wyatt:  Equally  excit- 
ing, John,  is  our  potential 
in  the  growing  environ- 
mental field,  most  impor- 
tantly in  spherical  and 
monolithic  catalysts  for  the 
automotive  industry.  Our 
years  of  pioneering  re- 
search in  auto  emission  control 
are  finally  bearing  fruit. 

Mr.  Logan:  Long-term  con- 
tracts with  domestic  and  in- 
ternational car  manufacturers 
will  make  UOP  a  major  supplier 
of  catalysts  for  both  new  and 
older  car  systems. 


Mr.  Wyatt:  And  for  industry, 
UOP  technologies  and  equip- 
ment can  eliminate  or  control 
a  broad  range  of  air  and  water 
pollutants. 

Mr.  Logan:  We've  also  ex- 
perienced a  very  encouraging    . 
upturn  in  the  area  of  engineered 
products,  as  well  as  in  our 
international  Fragrances- 
Flavors  operations.  And  in 
Europe,  UOP  is  a  vital,  growing 
force.  We've  earned  our  new 
listing  on  the  London  Stock 
Exchange. 

Mr.  Wyatt:  John,  I've  never 
been  more  optimistic  about 
UOP's  future.  We're  moving 
ahead  on  a  sound  base  ...  in 
those  areas  where  we  know- 
how  to  work  best. 


Write  for  free  booklet  on  UOP's  stake  in  the  energy  crisis,  Ten  UOP  Plaza,  Des  Plaines,  III.  60016. 
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LIBRARY 

Most  Americans  are  still 
going  about  their  business,  quietly 


In  spite  of  all  the  hubbub  that's  getting  the  headlines: 

—  More  Americans  are  at  work  at  better  pay  than  anywhere  else 
on  earth. 

—  On  the  nation's  college  campuses,  more  than  400,000  students  are 
active  in  worth-while  volunteer  work  of  almost  every  sort. 

—  Saturday  is  becoming  Clean  Up  day  in  a  growing  number  of 
cities  and  towns  —  local  business  men,  service  clubs,  youth  organizations 
pick  up,  clean  up  their  neighborhoods  on  an  organized  basis. 

—  Service  stations  by  the  hundreds,  whose  business  is  selling  gaso- 
line, are  urging  customers  to  drive  more  slowly  and  share  their  rides,  to 
conserve  energy. 

—  Some  labor  unions,  to  combat  inflation,  are  accepting  more  mod- 
erate pay  schedules,  are  urging  members  to  improve  productivity. 

—  More  adult  men  and  women,  after  their  long  day's  work  is  done, 
are  volunteering  to  teach  deprived  or  handicapped  or  lonely  children  to 
read  or  walk  or  be  happier. 

Of  course  that's  only  a  drop  in  the  bucket  of  America's  needs.  But  if 
everybody  added  his  few  drops,  we  could  fill  that  bucket. 


NOV  30 


Warner  &  Swasey's  new  2-SC  (and  2-SCL)  numeri- 
cally controlled  turret  lathe  is  a  big  brother  version 
of  the  smaller  1-SC,  and  is  intended  for  medium  size, 
small  lot  work.  The  5330  control  system  shown  is  made 
by  our  Electronic  Products  Division  and  is  designed 
specifically  to  optimize  performance  of  this  machine. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

nOOO  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


To  err  is  humam. 

<- 

That's  why 
we  invented  the 
Wizard  of  Avis. 


On  one  hand,  nobody's  perfect. 

On  the  other  hand,  nobody  cares  to  hear  that  when  they're  renting  a  car. 

For  instance,  that  rental  agreement  you  get  has  i4  different  trouble  spots 

on  it  where  someone  can  easily  make  a  mathematical  error. 

Add.  Subtract.  Multiply.  Days.  Hours.  Discount.  Mileage.  Tax. 

Why  it's  enough  to  drive  a  pretty  young  girl  with  a  pen  right  up  the  wall. 

Give  her  a  break. 

Rent  from  the  pretty  young  girl  in  red. 

She's  the  only  one  backed  by  the  Wizard  of  Avis,  a  super-efficient  computer 

that  neatly  types  out  your  entire  rental  agreement  without  making 

mathematical  errors. 

(To  get  your  free  Wizard  Number,  simply  visit  your  nearest  Avis  counter. 

Or,  call  toll-free  (800)  231-6900.  In  Texas,  call  (800)  392-3900.) 

Just  think:  no  more  silly  misdakes. 


Avis. 


MM' 


UK 


Avis  rents  all  makes...  features  the  Plymouth  fury. 

<C  Avts  Rent  A  Car  System.  Inc 
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Alcoa 16 

Allen   &  Co   64 

Amerada    Hess   84 

American  Standard  87 
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Armco  Steel   80,  85 
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BVD    Knitwear    Inc    25 
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Dr  Pepper   13 
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Duke  Power    41 

Du   Pont     52 
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Lionel   D.  Edie  74 
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Fedders   Corp   45 
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Fluor  Corp  26 
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General  Dynamics   85 

General    Electric    45 

Georgia   Power   42 

Gruner  &  Jahr  13 

Gulf  Oil  u. 80 
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ICI    Pharmaceuticals    64 

IDS      74 

IBM 88 

Johnson  &  Johnson  64 

Jones  &  Laughlln  85 

Kodak  88 

Levitz  Furniture  84 

Eli  Lilly  &  Co     64 

McDonnell   Douglas    85 

Marion   Laboratories  64 

Marriott    _ 91 

Mascom  26 

Massachusetts  FInanolal  Services      74 

Merrill  Lynch  74 

Merrill  Lynch  Corporate 

Income    Fund  74 

M-G-M  90 

Morgan    Guaranty   89 

National  Semiconductor    84 

Nicholas  Strong   Fund  77 

North   American  Coal    ,.  85 

Northwest  Inds         25 

Northwestern    Mutual   Lift  29 

Ogden  Corp    64 

Parke- Davis     64 

Pittston    Co    84.  85 

Polaroid      89 

Potlatch      84 

Prudential     Insurance    28,  29.  56 
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Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited.  Calgary,  Alberta, 
Canada,  Consolidated  Pipe  Lines  Company,  Calgary,  Alberta,  Canada;  Weskem  of  Canada,  Ltd  ,  Calgary,  Alberta,  Canada;  Consolidated  Gathering 
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Hydrocarbon  Transportation.  Inc  ,  Omaha,  Nebraska;  Northern  Gas  Products  Company,  Omaha,  Nebraska;  Northern  Helex  Company,  Omaha. 
Nebraska;  Northern  Propane  Gas  Company,  Minneapolis,  Minnesota,  Northern  Systems  Company,  Omaha,  Nebraska;  Peoples  Natural  Gas  Division, 
Omaha,  Nebraska;  Protane  Corporation.  Minneapolis.  Minnesota.  Dominican  Republic.  Jamaica.  Guatemala,  Venezuela.  Puerto  Rico;  United  Petroleum 
Gas  Company,  Minneapolis.  Minnesota.  Weskem  Division.  Amarillo.  Texas,  UPG,  Inc  .  Omaha.  Nebraska;  Northern  Petrochemical  Company.  Des  Plaines. 
Illinois.  Polymers  Division.  Des  Plaines,  Illinois,  Industrial  Chemicals  Division.  Des  Plaines,  Illinois.  Canton  Containers  Division,  Canton,  Ohio,  Marine 
Plastics  Division,  Clinton.  Mass3chusetts,  National  Poly  Products  Division,  Mankato.  Minnesota; 

and 
we  also  make 
anti-freeze  and  . 
summer  coolant  ^ 


PEAK"  anti-freeze  and  summer  coolant,  made  by  the  Automotive  Chemicals  Division  of  our  Northern 

Petrochemical  Company,  is  just  one  example  of  the  wide  range  of  products  we  manufacture.  Finding 

new  and  better  uses  for  natural  gas  products  and  by-products  has  gotten  us  into  plastics, 

packaging,  color  resins,  synthetic  rubber,  printers'  ink  and  much  more  to  help  make  life  a  little  bit  better. 

You  see,  for  many  years  we  were  just  a  natural  gas  pipeline  company  Then  we  began  looking  at 

other  opportunities  with  better  growth  potential.  Today,  by  squeezing  the  most  we  can 

from  the  natural  gas  available,  we're  providing  service  far  beyond  what  you'd 
expect  from  a  "traditional "  gas  pipeline  company.  And  we  continue  to  develop  in  areas 
where  major  growth  is  possible.  It's  good  for  us,  our  investors  and  customers 
Yes,  we. still  do  what  you'd  expect  a  gas  company  to  do.  Like  serving  1.5  million  customers 
in  eight  states,  maintaining  over  31,000  miles  of  natural  gas  pipeline 
and  continually  looking  for  new  gas  reserves. 
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The  gas  company  that's  something  else. 


A  major  statement  on  equipment 
leasing  from  Bankerslrust. 


We  do  it. 


Bankers  Trust 


If  you've  never  considered  us  for  equipment  leasing 
because  you've  never  realized  we  do  equipment  leas- 
ing, we'd  like  to  correct  that  misconception. 

During  the  last  few  years  we've  written 
1  over  S150  million  worth  of  leases. 

We've  leased  equipment  to  some  of 

the  largest  corporations  in  the  world. We've  leased 
equipment  to  some  of  the  smallest,  too. 

And  we've  leased  equipment  that  ranges 
from  something  as  little  as  an  industrial  knit- 
ting machine,  all  the  way  up  to  our  share  of 
wide-bodied  planes  and  super  tankers. 
We're  completely  prepared  to  structure  a 
leasing  proposal  for  you,  or  to  submit  a  bid. 
And  either  way,  you  can  get  a  firm  commitment . 
So  you  can  expect  no  surprises  from  us.  No 
unforeseen  changes  in  terms.  Or  lessor  funds  that  suddenly  disappear. 

Our  leasing  people  can  arrange  a  package  for  you  that  also  includes 
construction  financing. 

If  you're  in  the  market  for  an  equipment  lease,  why  don't  you 
get  in  touch  with  Arthur  J.  Bernstein?  \bu  can  call  him  at  (212) 
692-2565.  Or,  write  him  at  280  P&rk  Avenue,  New  York,  N.Y.  10017. 
It  stands  to  reason  you  can't  contact  every  equipment  lessor 
whenever  you  lease  equipment. 
But  how  can  you  ignore  Bankers  Trust? 

\bu'll  find  equipment  leasing 
at  Bankers  Trust  D 


Fly  us 

to  California 


You  don't  have 
to  think  big 
to  lease  from  us 


Whatever  you 
need  knit, 
we'll  knit 


Member  Federal  Deposit  Insurance  O)rporation       <  Bankers  Trust  Company 


The  G>ntinental  Corporation 

is  more  than  just 

The  Continental  Insurance  Companies. 


For  years,  the  Continental  s^oldier  has  stood  at  the 


ready  as  the  symbo 
of  The  Continental 
Insurance  Com- 
panies.  \.r  ;   t'--\, 
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And,  as  such,  he's  become  the  symbol 
of  one  of  the  world's  largest  insurers. 

We  enjoy  a  leading  position  in  most 
categories  of  insurance:  property  and 
liability,  marine,  aviation,  title,  credit, 
foreign,  and  even  reinsurance. 

So  in  1968,  when  Continental 
Insurance  formed  the  parent  Conti- 
nental Corporation  itself,  it  was  only 
natural  for  the  Continental  soldier  to 
become  its  symbol,  too. 

And  because  of  that,  he 
stands  for  more  than  just 
insurance. 

For  The  Continental  Cor- 
poration's business  is  not 
insurance  alone. 

It's  using  and  managing 
moneyto  make  money— by 
providing  financial  services 
forthe  businessman  and  the  consumer. 

Besides  insurance,  our  companies  are  in 
the  fields  of  consumer  credits,  data  process- 
ing, business  systems,  and  personal  finance. 

Take  consumer  credit. 

In  1 970,  we  acquired  Diners  Club. 

It  was  the  first  executive  credit  card  ever 
established. 

And  from  the  start,  it  has  been 
accepted  in  more  establishments 
around  the  world  than  any  other 
executive  credit  card. 

When  we  acquired  Diners  Club,  however,  its  internal 
systems  needed  modernization. 

Today,  as  a  result  of  that  modernization.  Diners  Club 
is  a  highly-valued  asset  of  The  Continental  Corporation. 

Its  new  collection  and  payment  programs  are  the 
envy  of  the  industry. 


And  its  prospects  for  profitable  growth 
appear  to  be  excellent. 

In  data  processing,  our  INSCO  Sys- 
tems Corporation  is  a  leader  in  its  field. 

INSCO  serves  not  only  members  of 
the  Continental  family,  but  also  many 
other  nationally-known  companies.  Both  in- 
side the  insurance  industry  and  out. 
It's  highly  profitable  and  growing. 

The  same  is  true  of 
Capital  Financial 
Services,  Inc., 
our  personal  finance 
company  which  has  a 
well-estab- 
lished net- 
work of 
offices  in 
selected 
areas  of  the 
country. 


The  Continental  Corporation:  using  and 
managing  moneyto  make  money. 

Today,  we're  the  fifth  largest  diversified 
financial  corporation  in  the  United  States. 

And  a  corporation  whose  earnings  over 
the  past  five  years 
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have  grown  at  a  compound  annual  rate 
\     of  14%. 

To  some,  it  sounds  like  a  story  that's  too 
good  to  be  true. 
For  us,  it's  a  story  that  is  true. 
But  one  that's  never  been  widely  told. 


The  Continental  Corporation 

AFCO  Credit  Corp.  •  American  Title  Insurance  Companies  •  Capital  Financial  Services,  Inc    •  The  Continental  Insurance  Companies 

TheDiners  Club,  inc    •  The  INSCO  Systems  Corp.  •  MorineOflice- Appleton  8  CoxCorp  (MOAC)  •  NotionolBen  Franklin  lile  Insurance  Corp. 

TheNoiionol  Life  AssuronceComponyofCanodo  •  The  Notional  Reinsurance  Corp   •  The  Security  Reinsurance  Corp.  Ltd.   •  Underwriters  Adjusting  Co. 
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A  Prudent  Investment 
A  Beautiful  Gift 

1  Kilogram 
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Levin  &  Co. 

9454  Wilshire  Blvd.,  lOPH 
Beverly  Hills,  California  90212 
(213)  275-3290 


.999  Fine  Silver 

mported  from  London 
Hallmarked  &  Guaranteed 
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Order  Now,  Only 
$175.00  Each* 


Please  send Pure  Silver  "Paper  Weights"  at  $175.00  Each* 

Amount  enclosed  $ Please  imprint  with  the  following  initials:. 


Name 


Address. 
City 


State 


Zip. 


*Due  to  fluctuations  in  the  price  of  silver  we  reserve  the  right  to  change  the  price  at  any  time. 
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This  man  cooked  for  Commodore  Vanderbilt 

and  Jay  Gould,  and  created 
a  billion  dollar  business  to  boot 


You're  looking  at  an  1899  photo- 
graph of  George  Crum  and  one  of  his 
five  wives.  They're  standing  on  the 
steps  of  Moon's  Lake  House  at  Sara- 
toga Lake,  N.Y.,  a  famous  spa  of  the 
19th  Century,  where  Crum  was  cook. 

One  night  in  1853,  as  the  story 
goes,  some  disgruntled  patrons  com- 
plained about  the  thickness  of  Crum's 
French  Fries  and  sent  them  back  for 
trimming.  Crum  sarcastically  shaved 
some  potatoes  paper  thin,  fried  them 
and  sent  them  back. 

Instead  of  being  insulted,  the  pa- 
trons were  delighted  and  asked  for  more. 

Crum's  "Saratoga  Chips"  were  an 
overnight  success.  So  much  so,  that 
Crum  opened  his  own  restaurant  across 


the  lake  from  Moon's.  And  began  to 
attract  a  fantastically  varied  clientele. 

Millionaires  like  Commodore  Van- 
derbilt and  Jay  Gould  stood  in  line  at 
"Crum's  Place"— sometimes  for  hours 
—right  along  with  less  famous  patrons. 
Crum  would  not  take  reservations  and 
would  not  show  favoritism.  Little  did 
Crum  and  his  patrons  know  that 
"Saratoga  Chips"  would  some  day  be  a 
billion  dollar  a  year  business. 

A  business  we're  heavily  involved 
in.  We've  pioneered  a  new  family  of  lam- 
inations for  snack  packages  that  give 
graphic  brilliance,  stiffness  and  pro- 
tection, but  are  more  economical  than 
the  other  laminations.  They're  made 
with  high  density  polyethylene.  They 


give  chip  manufacturers  a  package  that 
adds  to  the  product  life  of  their  chips. 

Packaging  is  one  of  the  things 
we're  all  about.  We  do  some  $400  mil- 
lion of  it  a  year.  But  we're  more.  We're 
as  big  in  paper  as  in  packaging.  We're  in 
shelter  and  construction  (with  lumber 
and  pre-stressed  concrete  technology). 
We're  a  land  management  company  We 
make  paperware  and  school  supplies. 
CXir  research  arm  has  made  contribu- 
tions in  every  field  we're  in. 

We're  a  lot  of  things  to  a  lot  of  peo- 
ple. But  one  belief  ties  the  whole  thing 
together: 

The  future  belongs  to  those  who  stay 
up  to  the  minute. 
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Where  Do  Ideas  Come  From? 

It  started,  as  it  often  does  at 
Forbes,  with  a  statistic,  a  number. 
An  editor  noticed  that  average  in- 
comes in  several  European  nations 
were  approaching  those  in  the  U.S. 
That  seemed  quite  a  milestone  to  us. 
Were  the  figures  correct?  Could  the 
average  German  and  Swede  and  Swiss 
now  aflford  life-styles  as  good  as  or 
even  better  than  those  enjoyed  by 
Americans? 

We  decided  to  find  out.  What  we 
found  is  the  subject  of  the  cover  story 
that  begins  on  page  30.  The  article 
is  a  product  of  the  entire  Forbes  edi- 
torial organization.  In  Europe,  Arthur 
Jones  and  Charlotte  Omohundro  and 
a  network  of  correspondents  inter- 
viewed middle-class  Europeans.  We 
asked  them  how  much  they  earned 
and  how  they  spent  it.  We  asked  them 
about  their  hopes  and  their  fears. 
In  the  U.S.  James  O'Hanlon  and  Ellen  Melton  interviewed  Americans  in 
comparable  walks  of  life.  In  New  York  Margaret  Everett  and  Alison  Stolz- 
man gathered  statistics— not  an  easy  job,  because  numbers  do  not  nec- 
essarily reflect  what  the  numbers  will  buy. 

Our  article  does  not  cover  the  poor  or  the  rich.  It  was  meant  to  describe 
the  way  of  life  of  that  great  middle  majority  that  stretches  from  skilled 
workers  to  junior  executives.  Read  it  and  see  why  we  say  that— at  home  at 
least-"The  Dollar  Is  Still  King." 


Where  do  the  ideas  come 
from  for  Forbes  stories?  From 
almost  everywhere.  From  sta- 
tistics, as  in  the  case  of  the 
cover  story  described  above. 
From  a  reader,  as  in  the  case 
of  The  Numbers  Game  fea- 
tured in  this  issue. 

In  a  long  letter,  Forbes 
reader  George  W.  Higgs  of 
Arlington,  Va.  raised  some 
very  perceptive  and  perplex- 
ing questions  about  public 
utility  accounting.  "You're 
concerned  about  profit  claims 
in  your  Sept.  15  lead  article, 
'Are  Those  Profits  Real?"  and 
in  your  Numbers  Game  fea- 
ture on  computer  leasing,"  Higgs  wrote.  "How  real  are  the  profits  of  elec- 
tric utilities?"  We  confess  we  had  also  been  vaguely  perplexed  by  the  ques- 
tions Higgs  was  raising.  But  we  hadn't  given  the  matter  much  thought. 
Weren't  utility  reports  above  reproach?  A  little  research  showed  us  that 
reader  Higgs  was  on  the  right  track.  A  great  deal  more  research,  and  As- 
sociate Editor  Geoffrey  Smith  got  on  the  story,  a  complex  and  somewhat 
alarming  one.  The  article  starts  on  page  41.  Thanks,  George  Higgs.   ■ 
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Peripheral  vision. 


From  the  beginning,  we 
have  preferred  concentration  to 
diversification.  We  don't  supply 
everything  that  attaches  to 
your  computer  But  the  things 
we  do  supply  are  the  best. 

What  do  we  supply? 

Drum  plotters.  We're  the 
world's  leading  supplier  of 
both  hardware  and  software. 

Flatbed  plotters.  Several 
years  ago,  we  saw  a  need  and 
an  opportunity  to  expand  the 
plotter's  uses.  The  flatbed 
plotter  allows  a  variety  of 
materials  to  be  substituted  for 
paper,  and  it  has  expanded  the 


market  for  computer  graphics, 
as  well. 

Microfilm  plotters.  Here, 
we  got  bigger  by  getting 
smaller  With  microfilm.  Our 
1675  COM  plotter/printer  and 
our  2100  COM  printer  deliver 
the  best  price/performance  in 
the  industry. 

Disk  memory  equipment. 
This  was  our  second  area  of 
concentration.  In  a  remarkably 
short  time,  we  have  become  the 
leading  independent  supplier 

Tape  systems.  We've 
recently  begun  to  concentrate 
on  tape.  The  result  is  that 


our  new  1040  T^pe  Drive 
combines  the  features  of 
others  with  our  own 
experience.  We  intend  to  be  a 
leader  in  this  field. 

The  point  is  we  have  not 
grown  by  accident.  Thirteen 
years  after  our  beginning,  we 
have  become  a  leader  in 
computer  peripherals. 

For  information  on 
peripheral  products,  call  your 
local  CalComp  office,  or  contact 
California  Computer  Products, 
Inc.,  FB-11  -73, 2411  West  La 
Palma  Avenue,  Anaheim, 
California  92801  (714)  821-2011 


Trends  &Tangents 

Foreign 

Cosmo  Girl  on  Sesame  Strasse 

Children's  Television  Workshop, 
the  nonprofit  producer  of  the  Sesame 
Street  TV  series,  has  licensed  rights 
to  the  program  for  preschoolers  for 
the  nine  Common  Market  nations, 
Switzerland  and  Austria  to  the  Ger- 
man publishing  firm  of  Gruner  &  Jahr. 
The  same  firm  earlier  this  year  ob- 
tained the  German  rights  to  Cosmo- 
politan magazine. 

To  Japan,  with  Love 

Dr  Pepper,  the  Dallas  soft  drink 
company,  owes  some  of  its  growth  to 
the  190  U.S.  Coke  bottlers  that  han- 
dle its  product.  The  Coca-Cola  Co. 
has  counterattacked  with  Mr.  PiBB, 
a  Dr  Pepper-like  drink  which  was 
supposed  to  slow  down  Dr  Pepper  in 
the  U.S.  and  keep  overseas  Coke  bot- 
tlers loyal.  So  far,  neither  has  hap- 
pened. Dr  Pepper  says  its  sales  are 
growing  faster  where  Mr.  PiBB  is  avail- 
able and,  to  add  insult  to  injury,  Dr 
Pepper  has  just  entered  into  a  deal 
with  Tokyo  Coca-Cola  Bottling  Co.  to 
market  Dr  Pepper  in  Japan. 


Business 

Do  It  Yourself  Cheaper 

By  changing  its  liability  and  com- 
pensation insurance  from  an  outside 
insurer  to  a  self-insurance  program. 
Food  Fair  Stores  figures  it  saved  over 
$2  million  in  its  1973  fiscal  year 
(ended  July  31).  Worried  by  an  esti- 
mated cost  of  $7  million  for  the  year. 
Food  Fair  put  the  program  up  for 
bids.  The  winner,  in  efi^ect,  was  an 
outside  insurance  adviser  who  set  up 
a  program  guaranteed  to  cost  no  more 
than  $5.3  million  plus  $300,000  ex- 
penses—that is,  the  program  included 
reinsurance  to  cover  any  costs  in  ex- 
cess of  $5.3  million.  Actual  outlays 
ran  only  $4.3  million,  leaving  (after 
administrative  expenses)  a  saving  of 
some  $2>4  million— the  aftertax  equiv- 
alent, at  Food  Fair's  recent  margins, 
of  the  earnings  on  an  extra  $300  mil- 
lion or  so  of  supermarket  sales. 

Once  and  Future  Air  Power 

A  California  aviation  group  claims 
there's  an  old  transportation  system 
that  in  a*  new  incarnation  would 
solve  many  modern  transport  ills:  the 
dirigible.  A  nuclear-powered  version 
using  nonflammable  helium  could  be 
built  to  carry  a  500-ton  payload  of 
freight  and/ or  passengers  nonstop  to 
a    mooring    mast    anywhere    in    the 


world,  says  the  Southern  California 
Aviation  Council.  The  craft  would  be 
both  noiseless  and  pollution-free  and 
would  use  up  neither  scarce  fuel  nor 
valuable  urban  landspace.  The  tech- 
nical problems  that  doomed  dirigibles 
in  the  Thirties— poor  weather  fore- 
casting, unreliable  communications 
and  insufficient  understanding  of 
stress  and  metal  fatigue— have  all  been 
solved,  the  council  says  in  a  report 
to  President  Nixon. 

On  Your  Own 

Traditionally,  U.S.  newspapers  have 
endorsed  political  candidates  for  vir- 
tually every  office.  But,  says  The  Los 
Angeles  Tim.es,  that  practice  is  large- 
ly an  anachronism.  Today's  newspa- 
per readers  are  quite  well  informed 
and  can  make  up  their  own  minds. 
So  from  now  on,  says  The  Times,  it 
will  not  endorse  candidates  for  Presi- 
dent, governor  or  senator  save  "under 
exceptional  circumstances." 

Prudes! 

The  new  freedom  in  fashions  has 
led  individual  businesses  to  impose 
rules  of  their  own.  In  Hawaii,  for  ex- 
ample, Del  Webb's  Kuilima  Hotel  has 
supplemented  the  usual  admonitions 
against  bare  feet  and  wet  swimsuits 
in  the  hotel's  bars  and  restaurants  by 
a  new  rule:  "Blouses  must  be  rea- 
sonably buttoned."  ■ 


r' 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


l_. 


Providing  a  drinking 
water  reservoirfor  mobile 
Americans  requires  a 
product  that  can  travel  with 
them.  Rugged,  plastic 
water  tanks  for  recreational 
vehicles,  rotationally  molded 
by  our  Amos-Thompson 
Molded  Plastics  operation, 
go  along  for  the  ride. 

Developing  products 
that  help  make  life  a  little 
easier  is  just  one  of  N  L's 
many  jobs.  Through  our 
worldwide  operations,  we 
meet  the  needs  of  modern 
industry  for  a  wide  variety 
of  chemicals,  metals, 
fabricated  materials  and 
services.  Want  to  know 
more  about  us? 
Send  foryourcopyof 
our  latest  Annual  Report. 
Write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 


INDUSTRIES 
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ttwasiftouronly  success. 

Back  in  1898  we  virtually  started  the  rail  car  leasing  business  when  we 
purchased  28  used  refrigerator  cars,  renovated  them,  and  offered 
them  for  lease.  Today,  with  75  years  experience  under  our  belt,  our  first 
success  is  still  the  envy  of  the  industry. 

But  as  a  result,  there's  a  drawback.  When  people  think  of  us,  they're 
apt  to  think:  "Oh,  GATX,  the  tank  c^r  people." 

But  with  $2,200,000,000  in  total  corporate  assets,  there's  much  more 
to  us  than  that. 

Take  our  terminal  storage  leasing  facilities  in  major  North  American 
ports,  plus  Europe  and  Asia.  We're  one  of  the  biggest  in  the  world  in  that,  too. 

Our  Marine  Transport  Lines  fleet  makes  us  a  major  factor  in  ocean-going 
charters.  And  now,  through  our  American  Steamship  Company,  we've 
entered  Great  Lakes  shipping. 

Our  finance  leasing  business  had  its  most  profitable  year  ever.  (With 
our  experience  in  service  leasing  it  was  natural  that  our  finance  leasing 
business  would  do  well.) 

You  should  also  know  about  our  industrial  equipment  group.  It  includes 
the  Fuller  Company  with  its  broad  line  of  engineered  products;  the  steel 
mill  equipment  and  services  of  The  William  B.  Pollock  Company;  the 
steel  plate  fabrication  and  erection  services  of  the  Plate  and  Welding  and 
Custom  Fabrication  Divisions;  plus  the  research  and  development 
activities  of  our  CARD  Division.  All  showed  strong  profit  growth. 

And  our  other  activities,  including  construction  and 
real  estate  financing,  insurance  and  banking,  round  out  our  balanced, 
world-wide  offerings. 

So  when  you  think  of  us,  think  of  us  as  the  tank  car  company  that 
successfully  went  on  from  there. 

Seveiity-fifth  Anniversary M;ar 

General  AmerkranTransportation  Corporation,  Chicago,  IL  fi0680 


Computerized 
firesafety 

A  highlight  of  JC#80  total  building  automation 
by  Johnson. 


Computerized  firesafety  is  lofinson's  dynamic  approach  to 
protecting  both  life  and  property.  New  IC/80  building  auto- 
mation systems  report  fire  and  smoke.  Pinpoint  alarm  loca- 
tions. Monitor  sprinkler  flow  and  tamper  switches.  Initiate 
emergency  routines.  All  with  computer  speed  and  reliability. 
Beyond  this,  only  the  Johnson  computerized  approach  gives 
you  the  ongoing  flexibility  to  stay  current  with  changing 
firesafety  concepts.  Permits  countless  combinations  of  fan. 
damper,  communications  and  elevator  control.  Assures  pro- 
gressive firesafety  without  obsolescence. 
In  addition,  computerized  IC'80  systems  coordinate  and 


JOHNSON 

SERVICE  COMPANY 

MILWAUKEE,    WISCONSIN  •  53201 


supervise  air  conditioning,  lighting  and  other  building  func- 
tions .  .  .  integrate  and  manage  them  for  optimum  manpower 
use,  energy  conservation  and  year  round  comfort. 
IC'80  security  features  can  include  remote  TV  surveillance, 
monitoring  watchman's  tours,  intrusion  alarms,  access  con- 
trol, audio  communications  and  many  more. 
For  a  single  building,  a  complex  or  a  leased  line  network, 
lohnson  has  the  tecfinology  and  experience  to  assume  undivided 
responsibility  for  all  your  building  automation  requirements. 
Firesafety.  Energy  conservation.  Security.  For  details,  or  an 
analysis  of  your  needs,  write  today,  attention:  R.  ].  Caffrey. 
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^^ 
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Where  lU 
gets  its  energy. 


In  the  fast-growing  energy 
market,  lU  supertankers  trans- 
port oil  throughout  the  world. 
We  also  manufacture  valves, 
pressure  vessels  and  other  energy 
systems  and  equipment.  In 
Canada,  we  supply  gas  and 
generate  electricity  for  397,000 
customers. 

In  1972, 1 U  energy  operations 
contributed  60%  of  pre-tax 


income.  lU's  commitment  to 
this  business  ranges  from 
offshore  drilling  rigs  in  the 
North  Sea  to  a  new  fleet  of 
liquefied  natural  gas  (LNG) 
carriers  which  will  be 
operational  in  the  mid-1970's. 

To  know  more,  write 
Corporate  Affairs,  Dept.  C2, 
lU  International,  1500  Walnut 
Street,  Philadelphia,  Pa.  19102. 


International 

SERVING  WORl  DWIDE  ENERCY.  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Not  just  2  more  hotels  In  Europe. 
But  Knott  Hotels. 


THEWESTBURY 
IN  BRUSSELS 
Perfect  European  central 
base  for  business  trips.  Heart 
of  the  business,  financial  and 
ministerial  area.  Person- 
alized service  for  pressured 
executives.  Excellent  restau- 
rants and  meeting  facilities. 


THEWESTBURY 
IN  LONDON 

The  International  luxury  hotel  in 
the  West  End.  Preferred  for  its 
convenience  to  the  business 
sectors,  as  well  as  the  pleasures 
of  the  city.  A  full  complement 
of  hotel  services  including 
meeting  rooms. 


THE  KNOTT  HOTELS: 

CHICAGO,  Now  Open 

NEW  YORK/SAN  FRANCISCO 

TORONTO,  CANADA /LONDON,  ENGLAND 

BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


m 


For  a  brochure  of  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 


Readers  Say 


Reform  Needed 

Sir:  I  hope  the  Sept.  15  editorial 
[on  delays  in  trials  for  criminal  de- 
fendants] receives  excessive  support. 
It's  another  way  to  urge  reform. 

—Warren  E.  Burger 

The  Chief  Justice 

•■'    Supreme  Court  of  the  United  States 

Washington,  D.C. 

Which  One? 

Sir:  I  cannot  understand  how  you 
could  tar  and  feather  Century  City 
(Oct.  1)  with  the  taint  of  Equity 
Funding  and  the  very  few  firms  of 
that  character.  Contrary  to  what  you 
have  stated,  people  are  not  at  all  in- 
terested in  "crossing  Century  City  off 
their  stationery."  We  are  presently 
dealing  with  some  of  the  finest  com- 
panies in  their  respective  fields. 

—Gerald  L  Mallen 

Sir:  While  I  have  never  paid  much 
attention  to  [Forbes],  it  comes  in 
regularly  and  occasionally  appears  on 
my  desk.  I  would  appreciate  it  if  you 
would  ask  someone  in  your  shop  to 
remove  my  name  from  your  subscrip- 
tion list  because  I  find  it  rather  em- 
barrassing to  have  this  thing  in  the 
office  and  it  would  save  me  the  trou- 
ble of  throwing  it  in  the  wastebasket. 
— W.H.  Krome  George 

Sir:  In  the  course  of  choosing  my 
reading  material,  I  have  asked  my 
secretary  to  throw  [Forbes]  into  the 
wastebasket  as  regularly  as  it  is  re- 
ceived. In  order  to  save  her  this  small 
inconvenience,  and  to  help  you  ob- 
tain a  somewhat  more  meaningful 
count  of  your  readers,  would  you 
kindly  remove  my  name  from  your 
mailing  list. 

-T.H.  Kerry 

Can  readers  guess  which  of  the 
above  letters  was  written  by  the  presi- 
dent of  Alcoa?— MSF. 

Random-Walk  Foolish? 

Sir:  Re  your  article  "Is  Investment 
Advice  Worthless?"  (Oct.  1).  You  did 
not  discuss  how  the  random-walk 
theory  differs  from  that  venerable  con- 
cept, the  greater  fool  theory,  which 
holds  that  the  way  to  invest  is  to  buy 
a  stock  at  a  price,  no  matter  what 
relation  it  bears  to  earnings  and  divi- 
dends, in  the  expectation  that  a  great- 
er fool  will  buy  it  from  you  at  a  still 
higher  price.  Under  the  random-walk 
theory,  none  of  these  buyers  could  be 
considered  foolish.  .  .  .  The  fallacy  is 
that  although  the  current  price  re- 
{Continued  on  page  90) 
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Thirty-five  years  experience  in  fleet-leasing  is  not  for  sale. 

It's  free. 


Inside  this  new  booklet  are  the  questions  we've 
fielded  most  often,  over  thirty-five  years,  as  America's 
most  experienced  fleet  lessor.  You'll  read  vital  queries 
from  firms  who  lease  — and  firms  who  don't  lease. 

Th6  whole  idea  began  with  a  Q.  &  A.  booklet  we 
prepared  a  while  back.  It  became  one  of  the  most 
popular  booklets  we've  ever  offered.  But  since  then, 
fleet  leasing  has  literally  mushroomed  in  size  and 
sophistication.  Important  new  questions  have  arisen 
that  demand  answers. 

We're  providing  these  answers  in  an  entirely  new 
version  of  our  original  booklet.  Inside  are  today's 
eighteen  most  frequently  asked  questions  about  fleet 
leasing— and  their  answers. 

So  clip  out  the  coupon.  And  get  thirty-five  years  of 
fleet  leasing  experience-free.  For  the  asking. 


inc. 


6200  N.  Western  Ave.,  Chicago,  Illinois  60659 

Leasing  Chevrolets  and  other  tine  cars  and  trucks  for  35  years. 

Serving  over  500  of  America's  leading  corporations. 


WHEELS  inc.  and  associated  connpanies 

6200  N.  Western  Ave.,  Chicago,  IIJ.  60659  Dept.FBlia 

I'm  interested  in  finding  out  exactly  how  nnuch 
money,  time  and  effort  I  can  save  in  my  fleet's 
operation.  Please  send  me  Wheels'  "Eighteen 
Questions"  booklet  without  cost  or  obligation. 

We  operate Cars  Trucks 

□  Leased        Q  Co.  Owned        Q  Salesmen  Owned 

NAME 

TITLE  ' 

COMPANY 

ADDRESS 

CTTY 


STATE 


ZIP 


We'd  Mie  to  shed 
a  little  Kght  on  the 


energy  cnsis 


Actually,  it's  a  lot  more  than 
a  little  light.  It's  the  Sun  -  the 
greatest  potential  source  of  energy 
available  to  man. 

Textron's  Spectrolab  Division 
is  in  the  forefront  of  finding  ways  to 
convert  the  immense  power  of  the  Sun 
to  useful  energy  in  our  cities  and 
homes.  Already  Spectrolab  supplies 
solar  energy  equipment  for  communications  satellites.  And  now  Spectrolab 
is  applying  solar  power  to  terrestrial  energy  problems. 

Today  we're  making  solar  power  units  for  marine  navigational 
aids  and  ground-based  communication  systems.  And  before  long,  we'll  be 
tackling  projects  as  big  as  supplying  electricity  for  offshore  drilling  platforms. 

Earthly  applications  of  solar  power  are  just  beginning.  But  with  the 
growing  energy  crisis,  Spectrolab  plans  to  grow  by  finding  ways  to  harness 
the  Sun  as  an  alternate  source  of  energy. 

For  Spectrolab— and  all  our  35  Divisions— Textron  helps  find  new 
ways  to  grow  in  a  variety  of  markets— consumer,  aerospace,  industrial, 
metal  product  and  creative  capital. 

textron  Providence,  Rhode  Island  02903  ^R^^^^AM^i^^iflA 

~  icxiron* 

The  energeHc  company. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


STAYING   POWER 

Any  company  that  thinks  it's  Here  to  Stay  has  a  manage- 
ment that  isn't. 

When  what  a  company  sells  is  selling,  that's  the  time 
for  the  company  to  sell  itself. 

Remember  the  Erie— first  the  Canal,  then  the  Railroad. 

FROM   WATERGATE,   LITTLE   POSITIVE   WILL  COME 


Sure,  it'll  be  a  while  anyway  before  a  President's  top 
staffers  again  act  like  that  affinity  puts  them  above  the 
law,  entitles  them  to  trample  on  the  Constitutional  rights 
of  less  exalted  citizens  guilty  or  suspected  of  unRight 
thinking,  unright  acting. 

But  the  great  good,  the  most  essential  change  that 
could  emerge  from  Watergate  would  be  tough  and  near- 
total  changes  in  political  campaign  financing. 

Really  Big  Money  Givers  naturally  have  a  reason,  a 
motive.  It  could  even  conceivably  (by  whom  I  don't  know) 
be  a  good  one.  But  Big  Money  campaign  giving,  be  it 
by  a  corporation  or  union  or  individual  or  association, 
should  be  forbidden  with  enforceable  effectiveness.  A  ceil- 
ing of,  say,  a  thousand  bucks,  in  any  one  election  or  any 


one  year.  Candidates  and  parties  should  be  limited  to 
fixed  amounts  or  percentages  that  they  can  spend,  with 
the  winner's  election  voided  if  it's  exceeded. 

For  national,  and  perhaps  state,  elections,  TV  and  ra- 
dio time  should  be  free  and  strictly  apportioned  (and  in 
mercifully  limited  amounts ) . 

People  can  remain  free  to  give  of  themselves  and 
their  time  just  as  much  as  they  want  for  a  candidate 
or  a  party  or  both. 

It's  the  towering  cost  and  raising  it  that's  been  the  source 
of  most  of  what's  bad  in  our  present  campaign  system. 

In  this  case,  the  cancer  is  identifiable  and  removable. 

I'll  give  you  big  odds,  though,  it  won't  happen. 

Maddening,  isn't  it? 


AGNEW 

Tragic  is  what  the  charitable  would  say. 
Incredible  is  more  descriptive. 


THE  QUICKER  THE   DRAFT 


Ending  the  draft  is  ending  in  dangerous  failure.  Many, 

if  not  most  of  us,  warned  it  wouldn't  work. 

In    an    editorial    in    1964    under    the    title    "No    Draft? 

Don't  Be  Daft."  I  wrote: 

".  .  .  to  suggest  we  can  meet  our  responsibilities 
and  m^aintain  needed  military  manpower  without 
a  draft  is  shockingly  irresponsible  at  best  or  a  most 
inappropriate,  crummy  bit  of  political  palaver  .  .  ." 

Fact  &  Comment  1969- 

"...  the  main  reason  our  armed  forces  today  have 
so  many  'volunteers'  is  because  the  draft  exists." 

Fact  &  Comment  1970- 


RETURNS   THE   BETTER 

"...  a  commission  with  some  very  Military  knowl- 
edgeable men  says  that  by  raising  Lower  Rank 
wages  appreciably  we  can  garner  one-third  of  a 
million  volunteers  annually  to  maintain  a  strength 
of  2.5  million.  ...  I  don't  believe  it  for  a  minute. 
The  minute  the  draft  is  done,  present  volunteer 
enlistment  rates  will  plummet." 
President  Nixon  was  determined  to  try  because  he  con- 
sidered it  the  major  cause  of  youth's  sometimes  riotous  re- 
sentment.   It    wasn't    the    draft    per    se,    of    course,    that 
embittered    and    inflamed   so    many   not   so   long    ago.    It 
was  the  fact  that  those  drafted  were  being  sent  to  fight 
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in  what  turned  into  the  most  unpopular  and  deeply  divi- 
sive war  in  our  nation's  history. 

Without  the  hot  breath  of  the  draft  to  waft  'em  in, 
enlistments  are  proving  wholly  inadequate,  despite  the 
lure  of  substantial  pay  and  abetted  by  steadily  lowered  men- 
tal and  physical  requirements. 

With  every  passing  month  the  shortage  of  warm  service 
bodies  grows.  And  the  number  and  proportion  of  blacks 
to  whites  increases— recent  figures  show  almost  one-third  of 
the  enlistees  are  black,  and  that's  likely  to  increase  stead- 
ily and  quite  possibly  spectacularly.  It's  a  situation  unsat- 
isfactory and  dangerous  to  both  blacks  and  whites. 

In  some  of  the  smaller  countries  of  Europe,  such  as 


Switzerland  and  Belgium,  all  men  must  do  national  service 
of  some  sort.  That  approach  is  utterly  impractical  and  to- 
tally unnecessary  in  this  country.  But  everyone  should 
be  subject  to  the  draft  when  they  turn  a  certain  age— 
18  seems  to  be  the  year. 

Maybe  only  a  couple  of  hundred  thousand  might  be 
drafted  out  of  several  million  in  that  year's  lottery.  Those 
chosen  can  know  who  they  are  a  few  months  ahead  of 
time.  Reincarnation  6i  the  draft  will,  too,  have  an  appre- 
ciable eflFect  on  volunteer  enlistments. 

We  cannot  maintain  minimum  armed  forces  adequacy 
with  no  draft.  It's  most  important  that  we  have  the  guts 
to  take  the  action  needed  and  do  it  right  now. 


Bacardi  rum     Except  driving. 

mixMMalh 

wvryttMng. 


ONE  GOOD  AD  AND  A  STUPID  ONE 

This  Bacardi  Rum  advertisement  makes 
two  points  with  fabulous  impact. 

On  the  other  hand,  the  Scotch  ad  strikes' 
this  layman  looker  at  ads  as  a  prize  ex- 
ample of  dumb  advertising.  J&B  Scotch 
sales  some  time  ago  passed  those  of  Cutty 
in  the  light  category,  so  Cutty  "cutely" 
advertises  its  successful  competitor.  And 
that  further  cuteness  of  using  the  "Don't 
give  up  the  ship"  slogan  makes  it  sound 
like  Cutty's  customers  are  deserting  in 
droves. 


If 

JayandBea 
drop  in... 


"Don't 
give  up 
tffe  ship!" 


Forgeiall  ihcadjr 
The  only  thing  tKi 


THE  REAL  DIFFERENCES  'TWIXT  REPUBLICANS  AND  DEMOCRATS 


The  original  source  we  know  not,  but  the  following 
was  sent  in  by  a  reader  and  it's  too  good  not  to  share. 
There  really  is  a  difference  between  a  Republican  and  a 
Democrat,  and  these  guidelines  should  enable  you  to  dis- 
tinguish one  frpm  t'other: 

Democrats   buy   most   of   the   books   that    are 
banned  somewhere  .  .  . 

Republicans   form   censorship   committees   and 
read  them  as  a  group. 

Republicans  are  likely  to  have  few  but  larger 
debts  that  cause  them  no  concern  .  .  . 

Democrats    owe    a    lot    of    small    bills;    they 
don't  worry  either. 

Democrats  give  their  worn-out  clothing  to  those 
less  fortunate  .  . . 

Republicans  wear  theirs. 

Republicans     employ     governesses     for     their 
children  .  .  . 

Democrats  have  grandmothers. 

THEORY  OF  CONTRARY  OPINION 

Sometimes, 

the  longer  you  live, 
the  more  you  live. 
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Republicans  employ  exterminators  .  .  . 

Democrats  step  on  bugs. 

Republicans  tend  to  keep  their  shades  down,  al- 
though there  is  seldom  any  reason  why  they 
should  . .  . 

Democrats  ought  to,  but  don't. 

Republicans  study  the  financial  pages  of  the 
newspapers  .  .  . 

Democrats  put  them  on  the  bottom  of  bird 
cages. 

Republicans  raise  dahlias,  Dalmatians,  and 
eyebrows  .  .  . 

Democrats  raise  Airedales,  kids  and  taxes. 

Republican  boys  date  Democratic  girls.  They 
plan  to  marry  Republican  girls  but  they  feel  they 
■   are  entitled  to  a  little  fun  first. 

Republicans  sleep  in  twin  beds— some  even 
in  separate  rooms. 

That's  why  there  are  more  Democrats. 

DON'T  YOU  BELIEVE  IT? 

When  somebody  resorts  to  beginning  his  stattunenls 
with  the  word  "honestly,"  he's  less  likely  to  mean 
what  he's  saying. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Laconic  Garrulity 

In  his  Cabinet  days,  Mellon  was  a 
small,  frail  man  with  silver  hair,  a 
narrow,  finely  moulded  head,  and  a 
well-trimmed  moustache.  His  admirers 
considered  him  patrician;  one  of  them 
has  said,  "He  was  princely  bvit  not 
prodigal."  A  more  detached  obsei-ver 
of  him  said,  however,  that  he  looked 
like  a  "double-entry  bookkeeper 
afraid  of  losing  his  job— worn,  and 
tired,  tired,  tired."  To  call  Mellon 
laconic  was  to  accuse  him  of  garrulity. 
Feeling,  after  he  became  a  public 
figure,  that  he  should  make  an  eflfort 
to  be  hail-fellow-well-met,  he  often 
tried  to  force  a  smile.  He  didn't  have 
to  force  one,  though,  when  Coolidge 
succeeded  Harding.  "Coolidge  will  be- 
come one  of  our  greatest  Presidents," 
he  said.  The  two  men  saw  much  of 
each  other,  conversing  almost  entire- 
ly in  pauses. 

—S.N.  Behrman  in  Duveen 

Surrender  Before  the  Attack 

Oliver  Jensen,  the  brilliant  editor 
of  American  Heritage,  observes: 

The  life  of  a  radical  in  the  old  days 
was  hard  and  dangerous.  He  was 
rarely  successful  and  tended  more 
often  to  wind  up  badly— he  was 
jailed,  run  out  of  town,  laughed  at, 
or,  worst  of  all,  ignored.  But  in  mod- 
ern times  we  have  changed  all  that. 


We  listen,  which  may  be  the  root  of 
the  problem,  and  we  adopt  the 
scheme  in  question  at  once,  however 
harebrained.  The  theme  is  "instant 
acceptance."  It  happens  steadily.  Just 
the  other  day  it  was  pants  for  women, 
and  then  long  hair  for  men.  Somebody 
suggested  Ms.  would  be  a  fine  form  of 
address  for  the  liberated  woman  who 
does  not  want  to  reveal  what  used  to 
be  called  her  "condition"  as  either 
spinster  or  married  woman.  Now  mail 
floods  into  this  office  addressing  as 
Ms.  a  great  many  women  who  pre- 
viously saw  no  objection  to  being 
either  Miss  or  Mrs.  The  surrender  out- 
runs the  attack.  ...  It  is  a  great  time, 
one  has  to  admit,  to  be  on  the  band- 
wagon of  radical  change,  and  it  is 
obvious  that  nothing— old  virtue,  old 
idea,  even  old  landmark— is  going  to 
escape.  ...  in  revolutionary  times  one 
should  always  be  a  few  surrenders 
ahead  of  the  attackers. 

Remove  All  Temptation 

In  the  city  of  Hays  there  were 
1,228  acts  of  larceny  and  165  bur- 
glaries. Obviously  our  youth  have  also 
been  maddened  by  movies,  maga- 
zines, and  books  dealing  with  money. 

I  call  for  an  end  to  motion  pictures 
showing  naked  currency.  I  call  for 
the  removal  from  our  newsstands  of 
Forbes,  Business  Week  and  Fortune, 
to  say  nothing  of  the  periodical  which 


flaunts  the  title  of  Money  itself.  I 
call  for  the  removal  from  bookracks 
and  the  public  library  of  all  books 
which  contain  explicit  descriptions  of 
purchasing. 

Only  in  this  way  can  we  put  an 
end  to  the  corruption  of  our  youth 
and  terminate  the  crime  wave  which 
threatens  to  engulf  our  community. 
But  the  moment  my  program  has  been 
put  into  effect,  all  lustful  desire  for 
illicit  money  will  be  eliminated  from 
the  hearts  of  om-  youth,  and  peace 
and  prosperity  will  return  to  us  once 
more. 

—Hays,  Kansas  News,  Letters  to 

the  Editor,  Sam  Sackett,  Hays,  Kan. 

Brechtian  Story- 
There  once  was  a  little  man  who 
lived  peacefully  in  a  little  house,  and 
one  day  a  powerful  official  came  to 
his  door  and  said,  "Will  you  serve 
me?"  The  little  man  did  not  say  a 
word,  but  he  let  the  official  into  his 
house,  and  for  seven  years  he  bowed 
down  to  the  official,  and  fed  him,  and 
served  him.  Finally,  the  official  grew 
so  fat  and  indolent  that  he  died.  The 
little  man  quietly  wrapped  the  offi- 
cial's body  in  a  blanket  and  threw  it 
out  of  the  house.  Then  he  washed 
the  bedstead,  whitewashed  the  walls, 
breathed  a  sigh  of  relief  and  an- 
swered: "No." 
—Otto  Friedrich  in  Before  the  Deluge. 


The  newest  Mideast  war  sug- 
gests that  the  popular  picture  of 
Sir  Anthony  Eden  and  the  .  Suez 
Canal  crisis  of  1956  needs  retouch- 
ing, if  not  repainting. 

Eden  left  office  as  British  Prime 
Minister  in  disgrace  when,  under 
intense  U.S.  and  Soviet  pressure, 
British,  French  and  Israeli  forces 
prenjaturely  halted  their  military 
campaign  against  Egypt  in  1956. 

E\'er  since,  Eden  has  been  por- 
trayed as  a  man  who  was  outdated 
in  his  diplomatic  thinking.  And  the 
Suez  campaign  labelled  the  last 
hurrah  of  British  imperialism. 

Yet  had  Eden  been  "allowed" 
to  follow  his  course  then,  history 
doubtless  would  have  treated  him 
more  kindly  today. 

The  1956  campaign  originated 
when  Nasser  nationalized  the  Suez 
Canal,  which  legally,  in  terms  of 
its  stock,  was  controlled  bv  Great 


SUEZ  REVISITED 

Britain  and  France.  Britain  was 
still  a  major  factor  in  Egypt. 

So  in  secret,  Eden  plotted  the 
Suez  expedition.  Israel  would  at- 
tack Egypt  (Israel  had  good  rea- 
son to  believe  Egypt  and  her  allies 
were  already  preparing  an  attack 
on  her).  Under  the  guise  of  at- 
tempting to  stop  the  fighting, 
France  and  Britain  would  inter- 
vene, using  the  war  as  an  excuse 
to  occupy  the  canal,  overthrow 
Nasser  and  install  a  more  amen- 
able government. 

Horrified  by  this  seemingly  bla- 
tant display  of  19th  century  gun- 
boat diplomacy,  the  U.S.,  aided 
by  "world"  opinion,  pressured  Eden 
to  halt  the  campaign.  Eden  did— 
only  days  away  from  final  success. 

Would  not  the  U.S.  and  the 
West  have  been  better  off  if  Eden 
had  carried  on? 

The  Suez  Canal  might  have  re- 


mained in  international  hands  un- 
til a  responsible  Egyptian  govern- 
ment was  ready  to  take  over. 

The  1967  Six  Day  War  probably 
would  not  have  occurred.  The 
Mideast  would  likely  not  have  had 
its  present  war— with  its  danger  of 
a  U.S. -Soviet  confrontation. 

Certainly,  Russia's  presence  in 
this  oil-rich  region  could  hardly 
have  been  greater  than  it  already  is. 

With  the  lessons  of  1956  in  mind, 
Arab  governments  might  be  more 
hesitant  about  cutting  down  oil 
shipments  to  the  West. 

In  all,  it  is  difficult  to  imagine 
—long  term— a  more  explosive,  in- 
tractable situation  than  the  one  we 
have  now  in  the  Mideast. 

Yet,  ironically,  Eden  is  still  open 
to  criticism.  Not  for  doing,  as  was 
once  the  case. 

But  for  not  doing  enough. 

-M.S.  Forbes  Jr. 
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If  you  could  put  together 

a  meil-capitalized 
^  real  estate  group 

uiith  design  capabilities, 
.^  marketing  saw^ 

k  and  the  knack  for 

discovering  opportunities... 

^  ijou^d  have  a 

fTUijor  corporation. 


M 


It  takes  more  than  luck  to  succeed  in 

real  estate  today. 

You  need  imagination  to  see  beyond 

today's  land  values  and  tine  ability  to  make 

your  ideas  work. 

Major  has  both. 

Achieving  the  critical  balance  between  planning 

land  use  within  acceptable  environmental  impact 

levels  and  making  a  profit  is  what  Major  is  all  about. 

For  while  we  have  a  healthy  respect  for  conserving  the 

good  things  raw  land  has  to  offer,  we  also  know  exactly  how 

to  gain  nature's  bounty  without  disturbing  its  source.  By  doing  this,  Major 

has  gained  the  respect  of  environmentalists  and  government  agencies  alike. 

And  right  now  we  have  some  pretty  exciting  opportunities  underway  that 

prove  our  point.  Properties  like  the  Florida  Center,  which  comprises  over 
10%  of  the  total  area  of  Orlando,  our  50-50  joint  venture  with  Gulf  Oil  Real 

Estate  Development  Company;  Three  Rivers'  5,800  acres  with  16  miles 
of  river  frontage,  and  208-acre  Seddon  Island  in  downtown  Tampa, 
.   both  currently  in  land  planning. 

Most  people  agree  that  a  great  deal  of  money  will  be  made  during 
the  remaining  years  of  this  decade  from  rising  land  values.  We 
believe  that  most  of  it  will  be  made  by  those  who  exercise  judgment 
based  on  research  and  experience  —  those  who  know  when  they 

are  speculating.  Some  people  wish  for  luck; 
but  we  think  luck  is  really  the  residue  of 
experience,  hard  work  and  imagination  — 
if  you  agree,  write  or  give  us  a  call. 
Major  Realty  Corporation, 
Orlando,  Florida  32802. 
Phone  (305)  859-5400. 
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UUe 

discover 

opportunities. 


More  gas  for  America. 

The  gas  industry 
is  working  on  it. 


Drilling  deeper.  Right  now,  one-third  of  America's 
energy  comes  from  natural  gas.  And  there  is  a 
demand  for  more  clean  gas  energy.  That's  why  the  gas 
industry  is  doing  everything  it  can  to  get  more. 
Drilling  deeper  wells  for  instance— some  go  as  far  as 
five  miles  into  the  earth. 


Drilling  under  water.  America's  need  for  clean 
energy  is  increasingallthetime-andthecleanliness 
of  natural  gas  has  been  measured  and  proven.  It  burns 
clean  with  no  smoke.  To  bring  you  more  of  this  clean 
energy,  the  gas  people  are  drilling  under  the  ocean, 
where  suppi ies  of  gas  lie  buried. 


Importing  gas.  Almost  every  product  you  use  de- 
pends on  natural  gas  in  some  way.  Jobs  depend  on  it, 
too.  So  the  gas  industry  is  working  on  ways  to  import 
reserves  of  natural  gas.  Shipping  it  in  from  overseas  in 
compact  liquefied  form— Liquefied  Natural  Gas. 
Piping  it  down  to  us  from  Canada. 


Turning  coal  and  oil  into  gas.  The  gas  industry 
and  the  government  are  working  together  to  convert 
coal  and  oil  intoclean-burninggas.  All  these  projects 
will  take  time,  and  mean  higher  costs.  But  gas  will 
stil  I  be  one  of  your  most  economical  forms  of  energy. 
Meanwhile,  if  your  home  has  gas  you'll  be  supplied. 


Gas,  clean  energy  for  today  and  tomorrow  ^ 


Forbes 


Insurance  Policy  Against  the  Arabs? 


It  could  be  the  growing  popularity 
of  winter  sports  and  of  snowmobiling, 
but  it  may  also  be  that  prospects  of 
low  indoor  temperatures  this  winter 
have  something  to  do  with  it.  At  any 
rate,  sales  of  long  winter  underwear 
in  the  U.S.  are  running  25%  to  30% 
ahead  of  last  year. 

"We  can't  meet  the  demand,"  says 
Arnold  Margoluis,  marketing  manager 
of  BVD  Knitwear  Inc.,  a  subsidiary  of 
Rapid-American  Coip.  Union  Under- 
wear Co.  of  Bowling  Green,  Ky.,  a 
subsidiary  of  Northwest  Industries, 
and  Hanes  Knitwear  Co.  are  also  en- 
joying the  situation.  Says  Union's 
president,  Joseph  I.  Medalie:  "We 
are  shipping  maybe  200,000  dozen 
pail-  of  thermal   underwear  this   sea- 


son; last  season  we  shipped  150,000 
dozen." 

Today's  long  Johns  are,  of  course, 
a  far  cry  from  the  "passion  killers" 
of  grandpa's  day.  Mostly  they  are 
two-piece  and  thermal— that  is,  made 
of  a  special  knit  construction  that 
traps  body  heat  more  successfuUy  than 
the  old  cotton  weave.  A  half-century 
ago.  Sears'  catalogues  Hsted  long  Johns 
at  $1.15  a  pair;  today's  prices  at  Aber- 
crombie  &  Fitch  may  range  from  $10 
to  as  high  as  $36  for  a  pair  of  quilted 
thermals. 

It's  not  a  giant  market,  maybe  $50 
million  at  wholesale  in  the  whole  U.S., 
but  who  knows?  If  heating  oil  be- 
comes scarce  enough  and  expensive 
enough,   the   long  Johns   could   come 


back  into  style.  Let's  see.  .  .  .There  are 
210  million  people  in  this  country, 
and  if  even  one-fourth  of  them  de- 
cided they  each  needed  two  pairs  of 
long  Johns,  the  market  could  reach 
100  million  sets,  worth  maybe  a  half 
billion  dollars  at  wholesale,  nearly  $1 
billion  at  retail. 

If  that  kind  of  demand  develops 
this  year,  however,  it's  too  late  for 
the  companies  to  profit  from  it  and 
too  late  for  the  consumer,  too.  "We 
haven't  had  the  allocations  of  capac- 
ity in  long  underwear,"  says  David 
Harrold,  president  of  Hanes  Knitwear. 
"If  it's  a  cold  winter,  there  isn't  going 
to  be  enough  long  underwear  to  go 
around." 

A  way  to  play  the  fuel  shortage?  ■ 


Ifs  hard  to  get  buyers  to  concede  that  they  want  their  long  Johns  as  a 
hedge  against  the  fuel  crisis,  but  most  of  the  buyers  interviewed  recently  by 
Forbes  seemed  to  have  the  fuel  shortage  in  the  back  of  their  minds. 


"From  what  I've  been  reading  in  the  newspapers, 
I'll  be  needing  them,"  said  Matt  MacDonald,  who 
came  originally  from  the  windy  Hebrides  islands, 
and  was  buying  a  new  set  at  Richard's  Sporting 
Goods  on  Manhattan's  West  42nd  Street.  MacDon- 
ald, a  scuba-diving  teacher,  thinks  Americans  are 
scaring  themselves  about  the  fuel  shortage. 


Dr.  Maurice  W.  Howard,  buying  long  Johns  at 
Abercrombie  it  Fitch,  agreed  that  the  fuel  shortage 
was  one  reason  he  was  laying  in  a  supply.  Dr.  How- 
ard, a  general  practitioner,  also  regards  longies  as 
insurance  against  such  respiratory  ailments  as  pleu- 
risy, emphysema  and  asthma.  This  year,  Howard  is 
experimenting  with  the  long-sleeve  variety. 


Marilyn  Schroeder,  23,  who  lives  in  an  artist's  loft 
in  Lower  Manhattan,  has  a  thrifty  landlord  to  wor- 
ry about:  "He  turns  down  the  heat  on  weekends." 
But  she  also  uses  longies  regularly  on  winter  camp- 
ing trips  to  the  Adirondack  Mountains.  "Those 
mountains  can  get  cold  in  November,"  she  says. 
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Harold  M.  Mitchell,  owner  of  an  ad- 
vertising agency,  still  uses  the  long 
Johns  issued  to  him  by  the  U.S.  Army 
29  years  ago.  "Two  things  the  Army 
does  well,"  says  Mitchell,  "shoes  and 
underwear."  The  extra  long  Johns  we 
caught  him  buying  at  A<b-F  are  for  a 
salmon-fishing  trip  to  Scotland.  The 
energy  crisis?  "We  are  a  wasteful  na- 
tion," Mitchell  says.  "It  will  be  good 
for  us  to  pull  through  this  one.  But 
nobody  I  know  seems  too  worried." 
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Fluor  Fluorisheth 


The  U.S.  may  not  know  where  its  next  barrel  of 
oil  is  coming  from,  but  one  thing  is  certain: 
Without  refineries,  the  oil  won't  be  much  use. 


So  FAR,  the  energy  crunch  hasn't 
caused  natural  gas  to  be  deregulated 
or  strip  mining  controls  to  be  eased 
or  sulphur  emission  standards  for  elec- 
tric utilities  to  be  permanendy  low- 
ered. But  it  has  finally  broken  the 
logjam  that  created  the  U.S.'  current 
shortages:  the  lack  of  refining  capac- 
ity to  produce  the  gasoline  and  heat- 
ing oil  the  U.S.  so  desperately  needs 
these  days  to  heat  its  homes  and  pow- 
er its  cars. 

In  the  last  three  years  uncertainty 


over  environmental  regulation  pre- 
vented the  industry  from  building 
much  new  refinery  capacity,  and  the 
oil  import  quota  system,  with  its  un- 
certainties, prevented  the  industry 
from  acquiring  the  crude  supplies  nec- 
essary to  justify  expansion.  But  ever 
since  April,  when  the  President  in 
effect  ended  the  oil  import  quota  sys- 
tem, the  U.S.  industry  has  undertaken 
one  of  the  most  ambitious  refinery 
expansion  programs  in  its  history. 
"In  the  next  decade,"  says  J.  Robert 


Fluor,  chairman  of  Los  Angeles'  Fluor 
Corp.,  "demand  is  going  to  reach  a 
level  the  like  of  which  our  industry 
has  never  seen  before." 

Bob  Fluor  should  know  what  he's 
talking  about.  Fluor  is  one  of  the 
U.S.'  two  or  three  leading  refinery  en- 
gineering and  construction  firms.  Dur- 
ing the  building  slump  Fluor  was 
highly  vulnerable,  and  now  that  the 
oil  industry  has  begun  expanding 
a^ain,  Fluor  is  beginning  to  make  up 
for  lost  time. 

The  vulnerability  has  been  clear 
enough.  Since  1969  Fluor's  earnings 
have  fallen  more  than  62%  to  68  cents 
a  share,  while  its  common  stock 
dropped  from  a  1969  high  of  46  to  a 
1972  low  of  16.  In  the  first  half  of 
this  year,  earnings  were  off  another 
to   37   cents   a   share   on   a    15% 


Are  the  REITs  Played  Out? 


U.S.  Realty  thinks  it's  time  for  a  new  ball  game, 
but  how  far  can  a  railroad  terminal  carry  you? 


As  a  Cleveland  tax  lawyer,  Shelden 
B.  Guren  worked  on  the  1961  tax 
code  change  that  made  real  estate 
investment  trusts  possible.  And  once 
the  law  was  effective,  he  and  several 
partners  in  his  law  firm  went  on  to 
set  up  one  of  the  first  REITs  in  the 
business,  U.S.  Realty  Investments, 
with  Curen  as  president  and  chief  ex- 
ecutive. But  these  days,  with  U.S. 
Realty's  earnings  leveling  off,  Guren  is 
by  no  means  as  sanguine  about  REITs 
as  he  once  was. 

"Tough  this  year?  I'll  say,"  he  grum- 
bles. "For  the  past  two  quarters 
there's  been  little  REIT  financing  of 
either  primary  or  secondary  construc- 
tion loans.  The  deals  aren't  there.  The 
industry  has  been  out  of  favor  with 
investors.  The  developers  can't  pay 
the  rates." 

REITs  like  U.S.  Realty  borrow 
money  from  the  banks,  which  is  lent 
out  in  turn  to  developers.  But  short- 
term  bank  loans  have  been  costing 
U.S.  Realty  125%  of  the  prime  rate, 
and  it  then  must  fill  its  portfolio  with 
loans  at  45*%  over  prime.  "Few  real 
estate  projects  today  can  afford  to  pay 
rates  of  14%  to  16%,"  says  Guren. 

Guren  may  be  a  bit  more  down- 
cast than  necessary,  especially  since 
he  and  some  of  his  law  partners  also 
profit  from  their  owTiership  of  Mas- 
com,  the  trust's  mortgage  service  af- 
filiate, which  last  year  received  some 
$500,000  in  fees  from  U.S.  Realty.  Al- 
so, until  U.S.  Realty  was  listed  earher 
this  year  on  the  New  York  Stock  Ex- 
change, the  law  firm  itself  had  been 
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paid  over  $165,000  a  year  for  its 
ser\dces.  On  the  other  hand,  compe- 
tition is  a  lot  tougher  than  it  used  to 
be.  There  are  now  over  190  REITs, 
and  many  of  the  newer  ones  are  allied 
with  banks  or  insurance  companies, 
which  have  an  uncanny  way  of  smok- 
ing out  good  loan  deals,  especially 
since  they  are  also  often  the  perma- 
nent lenders  on  the  projects. 

U.S.  Realty  has  rolled  with  the 
punches  before.  It  began  as  an  equi- 
ties trust,  as  did  most  REITs,  invest- 
ing in  office  buildings  like  Cleveland's 
landmark  Terminal  Tower.  Then  in 
the  tight-money  year  of  1969  it  be- 
came a  "balanced  trust,"  by  putting 
nearly  half  its  assets  into  construction 
and  development  loans.  But  now 
U.S.  Realty  is  caught  with  some  lower 
interest-rate  loans,  and  though  getting 
into  14%  and  16%  loans  would  offset 
them,  this  leads  to  risky  deals. 

So  Guren  is  going  another  way. 
He  thinks  the  REITs  ought  to  be- 
come full-service  real  estate  develop- 
ment managers.  That  way,  he  argues, 
the  REITs  can  hedge  themselves  with 
long-term  financing  while  controlling 
land  acquisition  and  construction  loan 
decisions.  He's  following  his  own  ad- 
vice with  a  $250-million  project  to 
redevelop  the  downtown  Cleveland 
business    area    surrounding    Terminal 


Assef?  Terminal  Tower,  U.S.  Realfy's 

key  equity,  has  long  been  the 

focal  point  of  downtown  Cleveland 

—but  a  run-down  downtown. 
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drop  in  revenues  to  $182  million.  But 
earnings  or  no,  by  last  month  inves- 
tors looking  for  ways  to  "play  the 
energy  crisis"  had  pushed  Fluor's 
stock  to  an  all-time  high  of  $57 
a  share. 

At  the  moment,  Fluor's  prospects 
unquestionably  look  bright.  U.S.  oil 
consumption  is  running  in  excess  of 
17  million  barrels  a  day;  U.S.  refinery 
production  is  a  mere  13  million  bar- 
rels a  day,  so  there's  at  least  a  4-mil- 
lion-barrel-a-day  gap  in  capacity  to  be 
closed.  At  $1,750  per  barrel  of  ca- 
pacity, that  means  a  potential  spend- 
ing program  by  the  industry  of  at 
least  $7  billion. 

Fluor  has  already  picked  up  an  en- 
gineering and  procurement  contract 
for  roughly  three-fourths  of  a  $400- 
million  addition  to  Exxon's  Baytown, 


Tex.  refinery.  Fluor's  backlog  has 
gone  from  $698  million  last  October, 
to  $808  million  in  April,  to  over  $1.1 
billion  currently.  With  orders  like  that 
overflowing  his  books.  Chairman  Fluor 
has  begun  predicting  that,  in  spite 
of  the  first-half  decline,  the  company 
should  earn  at  least  $1  a  share  for 
the  year. 

When  things  were  slow,  Fluor 
hedged  its  commitment  to  the  oil  in- 
dustry by  expanding  its  capability  in 
a  number  of  other  energy-related 
fields,  acquiring  and  forming  no  fewer 
than  seven  companies  in  five  years. 
They  included  Fluor  Drilling  Services 
(offshore  drilling),  Fluor  Ocean  Ser- 
vices (offshore  engineering  and  con- 
struction) and  Fluor  Utah  (mining 
and  civil  engineering  and  construc- 
tion).  Fluor  is  now  awaiting  regula- 


tory approval  of  a  new  acquisition. 
Pioneer  Service  &  Engineering  (nu- 
clear power  plant  architecture).  Be- 
yond this,  a  10%  stake  in  a  big  In- 
donesian oil  field  could  add  a  signifi- 
cant amount  to  company  earnings  in 
the  next  two  or  three  years. 

But  Bob  Fluor  never  abandoned 
his  conviction  that  the  turnaround  was 
coming  in  refinery  building,  and  so 
kept  a  nucleus  of  trained  engineers 
on  the  payroll  even  when  there  was 
little  for  them  to  do.  This  cost  be- 
tween $3  million  and  $3.5  million  over 
a  30-month  period,  but  it  meant  Fluor 
had  the  staff  to  handle  the  business 
when  the  upturn  finally  came. 

So,  for  Fluor,  the  payoff  is  at  hand. 
Now  the  question  is:  Will  the  payoff 
be  profitable  enough  to  justify  the 
current  high  price  of  the  stock?  ■ 


Sports  Buff.  Since  the  Cleveland  Sta- 
dium deal,  U.S.  Realty's  Guren  has 
carried  bis  love  for  sports  further 
by  investing  in  racehorses  and 
buying  a  10%  piece  of  the  New  York 
Yankees,  which  he  obtained  recently 
when  Cleveland's  George  Steinbrenner 
acquired  the  Yankees  from  CBS. 


Tower,  although  it  is  difficult  to  un- 
derstand   how    he    is    avoiding  risk. 

Announced  a  year  ago,  the  project 
hasn't  really  gotten  off  the  ground  yet. 
The  heart  of  the  whole  scheme  was 
the  old  city  railroad  station  under- 
neath Terminal  Tower  and  the  33 
surrounding  acres  which  Guren  had 
planned  to  acquire  from  the  bank- 
rupt Penn  Central.  But  the  deal  was 
delayed  for  months  by  difficulties  in 
clearing  the  title,  and  though  the 
State  of  Ohio  says  it  plans  to  build  an 
office  building  on  the  project  site,  oth- 
er parts  of  the  project,  including  a 
hotel,  department  store,  apartments 
and  a  6,500-car  underground  parking 
garage  still  await  long-term  financing. 

As  prime  mover  in  the  project  and 
owner  of  a  10%  stake  in  the  develop- 
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ment  company,  U.S.  Realty  could  pick 
up  a  nice  piece  of  change  if  all  the 
moving  parts  move.  At  the  moment, 
the  area  continues  to  decay,  and  U.S. 
Realty  is  stuck  with  its  investment  in 
the  aging  Terminal  Tower,  whose 
main  tenants  are  the  Chesapeake  & 
Ohio  and  Norfolk  &  Western  railroads 
—and  not  only  stuck  but  forced  to 
shore  up  the  ruins.  When  Cleveland's 
football  and  baseball  teams  threatened 
to  move  from  the  nearby  80,000-seat 
stadium,  U.S.  Realty  ralhed  to  the 
area's  cause.  It  joined  with  Art  Mo- 
dell,  owner  oi  the  Cleveland  Browns, 
by  taking  over  the  stadium  lease  from 
the  city  and  agreeing  to  make  $10 
million  in  improvements. 

Both  the  Terminal  Tower  area  and 
Cleveland  Stadium  deals  are  struc- 
tured, says  Guren,  to  pay  their  own 
financing  costs  and  not  drain  U.S. 
Realty  while  construction  is  going  on. 
Such  deals  seem  a  far  cry  from  the 
1961  conception  of  tax-free  REITs. 
But  time  and  interest  rates  have 
changed,  and  U.S.  Realty  has  changed 
with  them.  "When  the  trusts  have  to 
charge  16%,"  Guren  says,  "they  no 
longer  have  an  economic  function."  ■ 
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Profitless  Prosperity? 


The  life  insurance  business  is  booming,  but  not  necessarily 
in  the  right  kinds  of  insurance. 


If  growth  were  everything,  the  U.S. 
hfe  insurance  industry  ought  to  be 
sitting  pretty  these  days.  Just  look 
at  some  of  the  underpinnings  of  the 
industry's  future  growth: 

•  An  expected  11 -million  increase 
during  the  1970s  of  people  in  the  25- 
to-34  age  group,  the  population  seg- 
ment that  buys  the  most  life  insur- 
ance, vs.  only  2.5  million  in  the  1960s. 

•  Anticipated  rapidly  rising  dispos- 
able income,  which  should  mean 
more  money  to  spend  on  "essential 
luxuries"  like  life  insurance. 

•  High  interest  rates,  which  should 
enable  any  canny  insurance  compa- 
ny to  make  more  on  the  money  it 
takes  in  than  it  did  in  the  past. 

So  how  can  the  industry  lose? 

Well,  it  can  and  it  is  and  it  has 
been  losing. 

Think  of  the  life  insurance  indus- 
try, and  you  think  of  whole  life  insur- 
ance. And  you're  right.  But  as  one 
skeptic  mutters  darkly,  "Who  would 
want  to  buy  whole  life  these  days? 
You  pay  in  100-cent  dollars  and  you 
collect  in  40-  or  50-cent  dollars." 

Over  $100  billion  of  whole  life  was 
sold  last  year,  but  this  segment  of  the 
industry  is  shrinking  gradually— from 
52%  of  insurance  sold  in  1962  to  per- 


haps 45%  last  year. 

Whole  life,  it  is  true,  grew  at  8.8% 
over  the  past  ten  years,  but  term  life, 
including  group  and  the  term  por- 
tion of  ordinary,  grew  12.4%.  The 
trouble  is  that  the  various  term  types, 
unlike  the  whole  life,  do  not  yield  the 
insurer  many  savings  dollars  to  invest, 
and  basically  it's  on  these  savings  dol- 
lars that  the  life  insurance  industry 
has  buUt  its  long-term  record  of 
steady,  dependable  earnings  growth. 

In  short,  insurance  is  increasingly 
becoming  pure  insurance  rather  than 
a  combination  of  insurance  and  sav- 
ings. "Those  savings  dollars,"  says  one 
knowledgeable  insurance  analyst,  Don- 
ald Kramer  of  Oppenheimer  &  Co., 
"still  continue  to  increase  in  absolute 
terms,  but  at  much  slower  rates,  and 
far  slower  than  other  forms  of  indi- 
vidual savings."  As  against  that  10.6% 
annual  sales  gain,  life  premium  income 
is  up  only  6.8%,  and  life  insurance 
assets  have  increased  by  little  more 
than  6%. 

The  iceberg  moves  slowly,  of  course, 
so  that  the  impact  is  only  barely  per- 
ceptible at  this  point.  Yet  it's  possible 
to  argue  that  if  the  life  insurance  in- 
dustry had  held  its  share  of  individual 
savings  at  1962's  level  of  9%,  it  would 


Volume  Isn't  Everything 

Much  of  the  gain  in  life  sales  comes  from  various  types 
of  nonsavings  (term)  insurance  policies. 


Life  Insurance  Purchases  (in  Billions) 


Mostly  Whole 

Life 

Mostly 

Term 

Individual 

Industrial 

Group 

Credit 

Year 

Ordinary* 

Life 

Life 

Lifet 

1955 

$  31 

6 

9 

3 

1962 

57 

7 

16 

5 

1965 

83 

7 

24 

7 

1969 

113 

6 

39 

8 

1972 

148 

8 

56 

14 

As  a  result,  life  insurance  companies  have  been  laggards 

in  grabbing  off  individuals'  rapidly  expanding  savings,  and 

have  fallen  behind  most  other  financial  institutions  in  asset  growth. 


Commercial 
Banks 


Assets  of  Major  Financial  Institutions  (in  Billions) 
S&Ls 


Fire& 
Casualty 


Life 
Insurance 


1960 
1965 
1969 
1972 

Increase  7960-72 


$258 

377 

531 

7M 

178% 


$  72 

130 

162 

244 

239% 


$30 

42 

52 

80 

166% 


$120 
159 
197 
240 

100% 


*    Includes  nonsavings  term  insuronce,  accounting   for  over  40%,  and  growing  some  25%  faster  than  wfiole 
life  and  endowment.       t  Increase  in  amount  in  force. 


have  had  at  least  another  $18  billion 
to  $20  billion  invested;  and  if  earn- 
ings on  these  funds  had  managed  to 
average  at  least  6%,  total  Hfe  insiir- 
ance  investment  income  from  all 
sources— some  $12.2  billion  last  year- 
would  have  been  nearly  10%  higher. 

There's  no  reason  to  expect  that 
slippage  of  that  kind  won't  con- 
tinue. Robert  Winters,  vice  president 
and  actuary  of  the  leading  U.S.  life 
company.  Prudential,  concedes  that 
group  and  individual  term  policies  are 
what  sell  easiest  these  days.  He  points 
out  that  because  of  additional  prod- 
ucts, life  insurers  still  manage  to  lay 
claim  to  almost  the  same  share  of  dis- 
posable income  they  held  20  years 
ago.  But  not  their  old  share  of  con- 
sumer savings.  That's  why  they  badly 
need  a  new  product  like  variable  life 
insurance.  Variable  life  has  the  virtue 
of  enabling  its  promoters  to  recapture 
some  of  those  savings  dollars,  for 
variable  life  is  essentially  whole  life 
with  an  equity  kicker.  But  variable 
life  has  barely  gotten  off  the  ground. 

Oppenheimer 's  Kramer  expects  that 
continued  inflationary  pressures,  com- 
bined with  government  and  consumer 
agency  pressures,  will  intensify  the 
trend  to  various  forms  of  pure  risk- 
type  insurance  and  that,  as  a  result, 
many  life  insurance  companies  will 
become  less  sensitive  to  interest 
spreads  and  considerably  more  sensi- 
tive to  mortality.  Says  he:  "In  recent 
years  insurance  companies  selling 
whole  life  policies  have  benefited  from 
interest  spreads  just  like  banks.  Pre- 
miums on  policies  in  force  were  large- 
ly set  when  interest  rates  were  much 
lower.  In  effect,  the  insurer  has  paid  a 
low  rate  for  the  money  it's  borrowing 
from  the  policyholder.  Since  whole 
life  insurance  requires  much  larger 
reserves  than  term,  these  reserves 
have  been  a  major  source  of  higher 
investment  income." 

But  as  whole  life  recedes  in  im- 
portance and  term  and  other  risk- 
type  policies  come  to  dominate,  what 
will  matter  more,  as  far  as  profitabil- 
ity is  concerned,  is  mortality  rather 
than  interest-rate  spreads.  And  inex- 
plicable short-run  shifts  in  mortality 
can  really  turn  over  the  apple  cart.  In 
1971,  for  example,  a  major  seller  of 
individual  term,  Franklin  Life  of 
Springfield,  111.,  experienced  a  sudden 
adverse  upturn  in  mortality— that  is, 
more  of  the  people  it  insured  died 
that  year,  and  earnings  fell.  In  1972 
mortality  improved  substantially,  and 
so  did  Franklin's  earnings.  Is  Franklin 
the  shape  of  the  industry's  future?  Not 
yet,  and  not  tomorrow  maybe,  but 
one  of  these  days. 

Which  in  part  is  why  some  life 
insurers  have  been  diversifying  into 
other    types    of    insurance— disability, 
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health,  fire  and  casualty,  credit  life- 
while  others  like  Transamerica  and 
USLIFE  have  converted  themselves 
into  financial  conglomerates.  It  also 
was  necessary  to  provide  salesmen 
with  additional  products  so  they  could 
maintain  their  income  and  services. 
In  the  circumstances,  it's  hardly  sur- 
prising that  the  life  stocks  have  not 
been  great  performers  in  recent  years. 
Though  they  have  come  back  from 
their  lows  of  a  few  years  ago,  the 
Best  30  Life  Stock  Index  recently  was 
still  some  10%  below  its  high  of  459 
set  way  back  in  1964. 

Like  life  insurance  itself,  life  in- 
surance stocks  have  been  a  dubious 
hedge  against  inflation.  ■ 

Against  the  Tide 

It's  not  easy  for  a  life  insurance 
company  to  prosper  these  days  selling 
whole  life  insurance  and  some  annui- 
ties without  a  spread  of  accident  and 
health  insurance,  group  insurance,  dis- 
ability or  credit  life,  workmen's  com- 
pensation and  the  like. 

But  one  large  life  company— in  fact, 
the  nation's  seventh-largest  ($6.9-bil- 
lion  assets ) —continues  to  do  just  that. 
It  is  Northwestern  Mutual  Life  of 
Milwaukee,  a  spry,  highly  competi- 
tive outfit  now  well  into  its  second  cen- 
tury. Its  specialty  is  individual  whole 
life  insurance,  which  accounted  for 
85%  of  its  $2.7  billion  worth  of  in- 
dividual life  sales  last  year.  Net  sav- 
ings (roughly  equivalent  to  a  stock 
company's  net  income  after  taxes  but 
before  dividends)  have  been  growing 
at  8.4%  a  year. 

How  does  Northwestern  Mutual  do 
it  in  the  face  of  intensified  competition 
and  inflationary  trends?  Says  NortlT- 
westem  Mutual  President  Francis  E. 
Ferguson,  52,  "The  single  most  im- 
portant factor  is  that  our  specializa- 
tion forced  us  to  increasingly  find 
ways  to  keep  our  costs  lower  than 
anyone  else's.  And  that  in  turn  en- 
abled us  to  traditionally  charge  a 
lower  net  cost  to  our  policyholders." 

That's  not  self-serving.  According 
to  A.M.  Best's,  the  Bible  of  the  insur- 
ance industry,  NML  has  kept  its  ex- 
penses^ "remarkably  low.  Careful  se- 
lection has  produced  very  favorable 
mortality  experience.  Policy  lapses  and 
surrenders  are  very  low."  The  compa- 
ny's renewal  expense  ratio  on  ordinary 
life  is  $3.44  per  $1,000,  while  Pru- 
dential's is  $4.68  and  Aetna's  is  $5.28. 
NML's  policy  lapse  and  surrender  ra- 
tio is  2.9,  while  the  industry's  is  6. 

Among  NML's  secrets  is  its  market. 
NML  caters  to  wealthier  professionals 
and  businessmen  able  to  afford  the 
higher  premiums  for  whole  life  insur- 
ance with  cash  values.  They  are  also 


Ferguson  of  Northwesfern  lAuiual 

able  to  afford  larger  policies:  NML's 
average  new  policy  today  is  around 
$21,000,  vs.  the  industry  average  of 
$11,700— an  advantage,  since  a  larger 
policy  costs  less  proportionately  to 
process  than  a  small  one.  And  NML 
has  more  dollars  to  invest. 

It  is  also  unique  in  that  it  sells 
only  through  its  3,000  agents;  it  uses 
no  insurance  brokers.  NML's  agents 
are  the  best  educated  in  the  busi- 
ness; 60%  are  college  graduates,  and 
nearly  one-third  are  among  that  select 
group  of  insurance  professionals 
known  as  Chartered  Life  Underwriters. 

Another  reason  for  NML's  success 
in  the  last  five  years  has  been  its 
Extra  Ordinary  Life  policy.  EOL  is  a 
whole  life  policy  whose  net  cost  is  less 
than  some  term  policies:  At  age  30, 
EOL  costs  $1,200  a  year  for  $100,000 
of  whole  life.  After  ten  years  the  pol- 
icy has  a  cash  value  of  over  $11,000, 
almost  equal  to  the  total  premiums 
paid  in.  At  20  years  the  $31,000  cash 
value  exceeds  the  premiums  paid  by 
$7,000.  By  contrast,  the  annual  pre- 
mium on  a  $100,000  yearly  renew- 
able term  policy  is  only  $276.  But 
the  paid-in  cost,  including  policy  fees, 
after  ten  years  is  $3,059;  after  20, 
$8,915.  And  of  course  there  is  no 
cash  value.  Says  NML's  Ferguson, 
"Even  today,  most  life  companies 
can't  figure  out  a  way  to  match  our 
low  cost  and  cash  benefits." 

But  success  breeds  its  problems 
too.  Its  high  percentage  of  cash  value 
life  policies  means  that  it  has  been 
periodically  hit  in  recent  years  by 
sizable  policy  loans;  and  it  was  true 
with  a  vengeance  in  1973.  Ferguson 


doesn't  blame  the  borrowers:  "We 
have  sophisticated  business  people 
who  like  to  pull  out  their  policies  at 
5%  while  they  can  reinvest  at  9%  or 
more."  This  year  some  14%  of  NML's 
assets  are  outstanding  in  policy  loans. 

But  that  proved  no  tragedy.  "This 
time,  unlike  the  first  two  times,"  says 
financial  man  Ferguson,  who  came  up 
to  the  top  in  1967  from  the  invest- 
ment side,  "we  were  well  prepared. 
We  sold  stocks  and  bonds  in  late 
1972  at  a  profit  and  reinvested  in 
short-term  secvuities."  Ferguson  feels 
that  loans  will  peak  in  November  and 
turn  down  shortly  thereafter,  "en- 
abling us  to  reinvest  the  funds  at  still 
fairly  high  long-term  rates  and  with 
some  gain  potential  left  in  the  stock 
market. 

"Pohcy  loans  are  just  one  more  fact 
of  life  we  have  had  to  adapt  to,"  he 
goes  on.  "We  now  plan  and  forecast 
movements  of  interest  rates  and  in- 
vest accordingly,  with  a  minimum  of 
disruption.  It's  a  problem  that's  man- 
ageable, and  not  a  calamity." 

With  this  i;ew-found  limitation  on 
its  ability  to  invest  some  of  its  funds, 
in  the  last  few  years  NML  has  grad- 
ually come  to  the  conclusion  it  has  to 
spread  out.  In  1969  it  entered  the 
disability  income  insurance  business 
for  the  first  time,  and  in  1971  spon- 
sored its  own  real  estate  investment 
trust.  A  few  years  earlier  NML  had 
also  decided  to  sell  variable  annuities. 
But  basically  Northwestern  Mutual 
Life  is  going  to  keep  right  on  doing 
what  it  does  best  and  few  others 
have  been  able  to  do  really  success- 
fully: sell  individual  whole  life. 
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Where  the  Dollar  Is  Still  King 


That  place  is  in  the  U.S.  Although  some 
Europeans  are  catching  up  on  average 
income,  most  Americans  still  live  much  better,  thanks 
to  relative  bargains  in  housing  and  food. 


Is  THE  U.S.  still  the  land  of  aflBuence? 
Some  of  the  statistics  are  enough  to 
shake  Americans,  accustomed  as  we 
were  to  being  top  dogs  economi- 
cally. In  terms  of  per-capita  dispos- 
able income,  the  average  German, 
Swiss  and  Swede  is  now  about  as 
well  off  as  the  average  American. 
Give  or  take  a  few  hundred  doUars, 
all  three  nations  are  now  around  the 
$5,000  annual  level.  The  French  are 
below  this  figvire,  but  are  gaining 
ground.  (Britain  remains  far  behind, 
and,  if  anything,  is  losing  ground. ) 

In  the  past,  because  the  doUar  was 
overvalued,  the  U.S.  numbers  looked 
better  than  they  really  were.  Devalua- 
tion has  brought  the  dollar,  kroner, 
mark  and  franc  into  a  more  realistic 
relationship.  It  has  done  away  with 
the  old  statistical  distortion.  Now  we 
can  see  more  accurately  how  actual 
living  standards  compare. 

Conclusion:  Don't  weep  yet  for  our 
vanished  affluence.  Statistics  notwith- 
standing, the  average  American  lives 
better  in  economic  terms  than  does 
his  counterpart  in  Western  Europe. 

A  French  girl,  recently  arrived  in 
New  York,  exclaimed  at  the  prices. 
"Why,"  said  she,  "they  are  as  high  as 
in  Paris!"  But  then  she  added:  "But,  of 
course,  people  here  have  more  money 
to  spend." 

Job  for  job,  this  is  true:  Most  gain- 
fully employed  Americans  earn  more 


than  their  counterparts  in  booming 
Western  Europe.  Where  a  French 
pohceman  earns  $6,600  a  year,  an 
American  policeman  can  earn  twice 
as  much.  A  skilled  worker  at  Ger- 
many's Daimler-Benz  earns  just  about 
half  of  what  a  slightly  senior  skilled 
worker  makes  in  Detroit.  An  Atlanta 
schoolteacher  can  make  more  than  a 
British  headmaster.  The  comparisons 
are  not  precise,  because  exchange 
rates  do  not  precisely  reflect  purchas- 
ing power;  however,  there  is  little 
doubt  that  the  American  is  better  off 
in  purchasing  power.  It  shows  clearly 
in  the  profiles  of  wage-earners  on  the 
following  pages. 

Besides  higher  salaries,  Americans 
have  other  advantages,  by  and  large. 
The  U.S.  tax  bite,  due  largely  to 
lower  Social  Security  rates,  is  less  than 
in  Europe.  Of  course,  this  cuts  both 
ways:  The  European  gets  more  secur- 
ity in  things  like  education  and  medi* 
cal  care  for  his  Social  Security  dollar 
than  does  the  American.  But  the  fact 
remains:  In  spendable  doUars  the 
American  remains  way  ahead. 

Perhaps  the  American's  biggest  ad- 
vantage is  in  the  far  lower  cost  of 
land  and  of  housing  here.  Sky-high 
as  U.S.  housing  costs  may  have  gone, 
they  are  raging  bargains  compared 
with  those  in  Europe,  where  an  or- 
dinary suburban  house  can  cost 
$100,000  and  more.  Not  surprisingly. 


Shopping  List 

Even  given  equal  incomes,  the  average 

;  American  is  better  off  fii 

lancially 

than  his  Western  Europe  counterpart. 

Below  are  some  typical  items. 

Note  how  much  cheaper  real  estate  is 

in  the  U.S.  Note  how  food  items 

are  cheaper  in  the  U.S.  than  anywhere  except  i 

n  Britain 

Ger- 

Switzer- 

U.S. 

Britain 

France 

many 

Sweden 

land 

Private  House*        $35,500 

55,000 

62,220 

100,000 

75,000 

116,000 

Volkswagent           $2,419 

2,778 

2,889 

2,850 

3,894 

2,927 

Color  TV*                 $470 

548 

888 

516 

749 

1,296 

Small  refrigerator    $159 

92 

133 

124 

352 

266 

Man's  shirt#           $7.00 

12.40 

10.00 

12.80 

13.50 

20.00 

Butter  (1   lb.)           $0.87 

0.56 

1.56 

1.30 

1.12 

1.27 

Sugar  (5  lbs.)           $0.71 

0.64 

1.07 

1.34 

1.47 

1.08 

Eggs  (1  doz.)           $0.69 

0.60 

0.92 

0.98 

1.07 

1.61 

Flour  (5  lbs.)            $0.64 

0.60 

1.14 

1.27 

1.47 

0.89 

Cigarettes(pack)tt  $0.50 

0.77 

0.79 

0.79 

1.34 

0.57 

Chicken  (1  lb.)        $0.46 

0.58 

0.61 

0.65 

1.13 

1.36 

Milk  (1  qt.)               $0.31 

0.25 

0.32 

0.47 

0.37 

0.38 

Sources   include:    Confederation  of  British 

ndustry   survey  of   European   capito 

s,    Februory 

1973.   U.S.    food 

prices    reflect    Deportment   of   Agriculture    F 

ebruary    1973    levels.    P 

rices    reflect 

Morch    1973 

exchange   rates. 

*    Suburban   oreo,    three    to   four   bedrooms. 

t   Model 

1300  deluxe 

;    U.S.    price 

does   not   include   soles   tax. 

i  21 -inch  model  in  US,  26- inch  in  S^itzerlanc 

i,  all  others 

22  inches.  #  Medium  cuo 

lity.  It  Internotionol  brand. 

64%  of  aU  Americans  own  their  own 
homes;  only  33%  of  Swiss  do.  Besides 
more  living  space,  this  also  gives  the 
American  another  kind  of  Social  Se- 
curity: Home  ownership  is  a  proven 
hedge  against  inflation. 

By  and  large,  food  and  clothing 
costs  are  lower  here  ( see  table ) . 

Some  items  that  we  regard  as 
staples  of  the  good  Ufe  Europeans 
still  regard  as  luxuries— color  TV,  for 
exaiAple.  The  cheapest  set  in  Britain 
costs  $550— close  to  one  month's  take- 
home  pay  for^a  junior  executive.  In 
the  U.S.  a  similar  set  costs  $270, 
about  a  week's  pay  for  a  man  of 
similar  station.  In  prosperous  Sweden, 
a  smallish  eight-cubic-foot  refrigerator 
costs  $350,  in  the  U.S.  $159. 

So,  regardless  of  what  the  income 
statistics  show,  dollar-for-dollar 
Americans  still  live  better.  The  rea- 
sons are  the  same  as  they  have  always 
been:  Land  and  what  grows  on  the 
land  is  still  relatively  cheap  here;  we 
have  had  a  common  market— with  all 
its  advantages  of  mass  production  for 
eflBcient  production— for  200  years 
while  the  Europeans  are  only  now 
developing  their  common  market;  the 
U.S.  has  a  high  degree  of  self-suffi- 
ciency in  many  natural  resources,  and 
we  can  exploit  them  on  our  own 
terms,  not  on  somebody  else's. 

Only  in  services— plumbers  and  doc- 
tors, barbers  and  lawyers— is  the  U.S. 
more  expensive  than  Western  Europe. 

There  are,  of  course,  flaws  in  the 
American  standard  of  living.  Rela- 
tively speaking,  there  are  more  poor 
here:  Not  everyone- benefits  from  the 
system,  though  most  people  do. 

There  are  those  who  say  that  the 
American  pays  a  high  price  for  his 
affluence,  and  it  shows  on  the  next 
pages:  A  New  York  policeman's  wife 
fears  for  his  life;  a  Texas  junior  ex- 
ecutive groans  about  the  long,  cost- 
ly commute  forced  on  him  by  the  lack 
of  a  good  public  transportation  sys- 
tem; a  prosperous  Detroit  automan 
worries  whether  his  son  will  fare  as 
well  as  he  did.  To  a  degree,  the 
Europeans  are  free  from  such  cares. 

But  when  the  chips  are  down- 
most  people  will  opt  for  money  and 
what  money  will  buy.  And  in  this 
respect,  the  U.S.  still  leads  and  the 
dollar  is  still  king. 

Read  on. 
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A  Pair  of  Educators 

U.S.  Living  on 

$24,000 

The  Atlanta  Schoo/teacher 


a 


'A  Black  Can 
Do  Very  Well 
in  Atlanta" 

In  the  early  Seventies  Atlanta,  Ga. 
is  a  genuine  boom  toviTi— and  many 
in  the  black  majority  are  sharing  in  it. 
Right  now,  says  Arthur  Drayton  Jr., 
29,  "a  black  can  do  very  v^^ell  in  At- 
lanta." Since  he  and  his  wife,  Peggy, 
27,  moved  there  from  Nashville,  Tenn. 
in  1969,  young,  black,  college-edu- 
cated and  ambitious,  both  have  found 
a  prosperous  place  in  the  New  South. 

Both  schoolteachers,  the  Draytons 
paid  $30,000-$6,000  down-for  an 
efficiency  four-bedroom  brick  home 
on  a  half  acre  of  wood-fringed,  well- 
trimmed  grass  in  an  integrated  Atlanta 
suburb— a  house  that  might  cost  over 
$180,000  in  Germany  or  Switzerland. 
"Actually,  the  neighborhood  is  about 
9-to-l  black  now,"  says  Drayton,  "but 
the  whites  who  are  still  here  will  prob- 
ably stay."  With  inflation,  the  house 
is  now  worth  over  $35,000. 

Each  of  the  Draytons  has  about 
the  same  income— $12,000  a  year.  She 
teaches  home  economics,  he  is  regis- 
trar of  George  High— an  advanced,  in- 
tegrated school  for  959  students. 

After  deductions  for  federal  and 
state  taxes,  $8  for  hospitalization,  $80 
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for  pension  contributions,  and  $75  for 
an  annuity  program,  the  Draytons 
have  about  $1,450  a  month  to  live 
on.  Out  of  that  must  come  $118  pay- 
ments on  Peggy's  $5,000  1973  Chev- 
rolet. Arthur's  $3,900  Ford  Galaxy, 
bought  new  in  1969,  is  paid  for. 

Unlike  most  Europeans  in  similar 
circumstances,  Drayton  doesn't  regard 
food  and  clothes  as  big  expenses:  "Re- 
member, my  wife  is  a  home  ec  teach- 
er." About  $100  a  month  covers  their 
food  bill,  which  since  last  year  in- 
cludes Angenique,  their  first  child.  For 
Peggy  to  take  a  year  off  for  An- 
genique, the  Draytons  paid  cash  for 
most  purchases  the  previous  year. 

A  25-year  mortgage  on  the  house 


costs  $200  a  month.  Home  owners'  in- 
surance plus  property  taxes  $50  a 
month.  Car  insurance  $320  a  year. 

The  Draytons  live  comfortably,  but 
not  lavishly.  A  big  blast  at  home 
might  be  to  have  friends  over  to 
watch  the  Super  Bowl.  Cost:  $75. 
A  night  out  seldom  exceeds  $40. 

Right  now  Drayton  is  looking  over 
mutual  funds  to  provide  an  education 
for  his  daughter  and  maybe,  later  on, 
a  son.  He  figures  that  should  take 
about  $20,000  each.  "I  want  my  kids 
to  have  responsibilities,"  says  Drayton, 
"but  they  should  have  every  oppor- 
tunity also."  Will  they  get  it?  He 
thinks  they  will,  but,  "I  keep  thinking 
something  could  happen."  ■ 


Euroliving  on 

$10,000 

The  British  Headmaster 

British  headmaster  David  Pitt,  56, 
can  retire  in  four  years.  He  intends 
to  do  so,  and  start  up  as  a  one-man 
electrical  contractor  wiring  houses 
and  wiring  home  improvements  in  the 
middle-income  housing  developments 
around  rural  Henley-on-Thames 
where  he  lives. 

Why?  "We  still  have  a  mortgage 
on  the  house,  the  twins  [the  Pitts 
have  four  children  and  two  basset 
hounds]  will  only  be  16,  and  my  pen- 
sion at  60  or  at  65  would  not  cover 
our  expenses." 

Pitt  managed  to  get  in  one  year  of 
college  during  the  Depression,  but 
—like  many  a  G.I. —had  to  wait  until 
after  World  War  II  to  get  his  degree. 
With  his  background,  he  could  be 
making  more  than  his  present  $10,000 
a  year  almost  anywhere  else  in  Eu- 
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77/  Retire  Early 
To  Take 
Another  Job" 

rope.  Britain  is  fast  becoming  the 
poorest  part  of  northern  Europe. 

Pitt  is  principal  of  South  Oxford- 
shiie  Technical  College,  a  post-high 
school  vocational  college.  The  same 
job  would  pay  $12,000  in  France; 
$14,000  in  Germany;  $17,500  in  Hol- 
land; and  around  $25,000  in  the  U.S. 

"The  car,  the  television,  the  child- 
ren's bikes  were  not  new  when  we 
bought  them,"  says  Pitt,  explaining 
that  after  taxes.  Social  Security  and 
mortgage  payments,  they  have  about 
$300  a  month  to  live  on. 

Property  taxes  on  hia  $50,000  home 
are  a  further  $375  a  year,  there  are 
the  professional  fees  and  "$2.50  a 
week  for  dog  food"  to  pay. 

How  did  Pitt  get  such  a  high- 
priced  house  on  his  salary?  Simple. 
Inflation.     When     they    bought     the 
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house  13  years  ago,  the  Pitts  paid 
less  than  $10,000  for  it.  (The  current 
mortgage  is  paying  oflF  $12,000  in  im- 
provements, which  alerted  Pitt,  who 
took  electrical  training  in  the  army, 
to  the  lucrative  business  he  hopes 
to  pursue  after  retirement. ) 

A    relaxed   pipesmoker   who   takes 
his  children  on  hiking  vacations  in  ru- 


A  Pair  of  Policemen 


U.S.  Living 

on  $16,000 

Tiie  New  Yorl<  Policeman 


One 
Extravagance 


Frank  Breitfeller  is  a  New  York 
City  policeman,  but  like  many  of  his 
colleagues  he  lives  outside  the  city 
limits.  He  and  his  wife  own  an  at- 
tractive eight-room  house  on  one- 
eighth  of  an  acre  in  suburban  Hicks- 
ville.  Long  Island.  It  cost  $16,500  in 
1962;  with  inflation  and  three  extra 
rooms  added  by  Breitfeller,  it's 
worth  $38,000  today.  In  housing, 
Breitfeller  is  far  ahead  of  his  French 
counterpart,  Francois  Passeron  {he- 
low).  In  salary  terms,  Breitfeller  does 
more  than  twice  as  well  as  Passeron. 
In  other  ways,  however,  the  two 
share  similar  problems.  The  fast-rising 
costs  of  necessities— taxes,  food,  cloth- 
ing, transportation— take  a  big  toll  of 
Breitfeller's  $16,200  total  annual  pay 
check.  He  and  his  wife  Doris  have 
three  teenage  girls  and  a  younger  boy, 
all  with  healthy  appetites  and  all  hard 
on  clothes.  "Jeans  used  to  cost  $5, 
now  they  are  $11."  Consequently, 
outside  of  their  equity  in  their  home, 
they  have  no  accessible  savings.  To 
make  ends  meet,  Breitfeller  makes 
some  $500  a  year  or  so  working 
on  neighbors'  homes.  College  for  the 


ral  Britain,  Pitt  is  bemused  but  not 
bitter  about  living  in  the  European 
country  with  both  the  lowest  living 
costs  and  the  lowest  salaries. 

"The  advantages  in  Britain  are  the 
obvious  ones— a  safe  and  pleasant  life 
style,  good  medical  care,  good  social 
services  and  excellent  educational 
opportunities." 


Oldest  daughter  Frances,  just  ac- 
cepted for  medical  school,  will  attend 
free,  though  her  parents  will  have  to 
find  about  $350  a  year  toward  her 
living  costs. 

Do  the  Pitt  parents  want  anything 
for  themselves?  "We'd  like  to  see  more 
of  Europe."  But  that  will  probably 
have  to  wait  for  retirement.   ■ 
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four  kids?  The  Breitfellers  are  count- 
ing on  government  loans. 

Like  Passeron,  the  Breitfellers 
bought  their  car  second  hand  (a  1964 
Plymouth  purchased  in  1967  for 
$1,000);  it  now  has  140,000  miles  on 
it.  Breitfeller  uses  the  car  for  his  two- 
hour-a-day  round-trip  commute  to  his 
job  in  Brooklyn.  For  a  vacation  trip 
this  year— their  first  in  17  years— the 
Breitfellers  borrowed  Doris'  sister's  car. 


They  splurged  on  two  days  at  a  moun- 
tain lake,  all  four  in  a  double  room. 

Recreation?  Breitfeller  plays  softball 
with  his  neighbors.  The  couple  enjoys 
movies  and  goes  as  often  as  three 
times  a  week.  On  occasion  there  is  a 
big  party,  such  as  the  surprise  bash 
for  Breitfeller's  40th  birthday  last  year. 
"What  a  time!"  Doris  says.  "It  cost 
$200  but  was  worth  every  cent." 

Breitfeller  is  eligible  for  retirement 
in  four  years— after  20  years  on  the 
force.  However,  he  plans  staying  on 
for  another  five  years  at  least;  then, 
with  25  years  of  service  behind  him, 
he  can  collect  an  annual  pension  of 
$9,100.  By  taking  a  job  after  retire- 
ment, Breitfeller  will  amost  certainly 
be  able  to  improve  his  total  income 
over  the  present  level.  In  the  mean- 
time, the  medical  and  hospitalization 
program  protects  his  family. 

Any  extravagances?  Only  one,  and 
it's  not  what  most  people  would  call 
an  extravagance.  Over  and  above  the 
$25,000  insurancei  policy  that  the  City 
of  New  York  provides  should  Breit- 
feller be  killed  on  duty,  he  and  his 
wife  carry  separate  life  insurance  pol- 
icies that  they  pay  for  themselves. 
Premiums  on  these  policies  take  $23 
out  of  the  $434  Breitfeller  brings 
home  every  two  weeks.  "I  don't  go 
about  anticipating  somebody  sticking 
a  knife  in  my  back,"  says  Frank.  But 
Doris  adds:  "We  would  need  eveiy 
cent  we  could  get  our  hands  on  if 
anything  happened  to  Frank."  ■ 


Euroliving  on 

$6,600 

The  French  Gendarme 

Frenxh  policeman  Francois  Passe- 
ron, 42,  has  a  Gallic  horror  of  being 
in  debt.  When  the  Passerons,  who 
live  with  their  two  boys  (aged  5  and 
3)  in  Vence  (population  12,000,  15 
miles  inland  from  the  French  Medi- 
terranean), bought  their  1966  Opel 
for  $875  two  years  ago,  "We  paid 
for  it  outright."  Says  Passeron  proud- 
ly: "My  wife  and  I  scraped  and  sacri- 
ficed to  avoid  paying  all  that  interest." 
In  a  country  that  still  tucks  its  sav- 
ings   under    the    mattress    and    looks 


Not  Even 
a  Telephone 

with  contempt  on  what  is  called  "the 
American  credit  system,"  Passeron's 
attitude  isn't  surprising.  Yet  his  feel- 
ings about  credit  deteiTnine  his  life 
style  quite  as  much  as  his  salary.  Not 
that  $6,600  goes  far  in  France.  Rents 
may  be  lower,  but  not  other  things. 

Passeron,  18  years  on  the  Vence 
force,  pays  monthly  deductions  for 
taxes  and  Social  Security  of  $100. 
Rent  at  $75,  food  at  $175  (butter  is 
$1.35  a  pound)  and  a  further  $75 
for  clothiiig,   household  items,   main- 


tenance, bring  the  take-home  pay 
down  rapidly.  A  state-paid  family  al- 
lowance gives  the  Passerons  an  extra 
$75  a  month  ($22  for  the  fiist  child, 
$53  for  the  second).  Even  so,  after 
food,  shelter  and  clothing,  they  ha\'e 
less  than  $200  a  month  left. 

Gendarme  Passeron  reckons  that  his 
car  (gas  is  $1.38  a  U.S.  gallon,  reg- 
ular), costs  him  $62  a  month  to  nni, 
and  after  paying  insurance  and  holi- 
days (two  weeks  with  his  in-laws  at 
Lourdes)  and  a  little  entertainment, 
he  can  sometimes  save  $50  a  month. 

"Like  everyone  else,"  says  Passe- 
ron, "we  would  like  to  buy  a  house." 
But  not  until  the  boys  are  in  .school 
full  time  can  his  wife  return  to  work 
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as  a  hairdresser  and  boost  the  family 
income.  The  modest  house  the  fam- 
ily needs  would  cost  at  least  $57,000, 
and  in  France,  one-third  down  is  a 
minimum.  "I  expect  to  be  able  to  buy 
a  house  by  the  time  I  retire,"  says 
Passeron,  who  qualifies  for  a  $325-a- 
month  police  pension  at  55-13  years 
from  now.  The  pension  will  be  tax- 
able, but  Passeron  will  get  another 
job— "selling  insurance,  anything,  as 
long  as  there  is  no  night  duty." 

With  a  refrigerator  and  a  black- 
and-white  television  (bought  for 
cash)  as  household  essentials,  but  no 
washer  or  telephone  ("if  the  station 
wants  me,  they  send  someone 
around"),  the  Passerons  live  thriftily. 
By  U.S.  standards,  frugally.  They 
have  never  had  a  babysitter,  "though 
we  do  like  the  movies." 

As  Passeron  says  somewhat  resign- 
edly, "Life  is  pretty  average.  Prices 


A  Pair  of  Autoworkers 


U.S.  Living  on 

$20,000 

T/ie  Detroit  Autoworker 

Joseph  Malotke  takes  his  cars  only 
as  seriously  as  he  has  to.  Six-foot- 
four-inch  Malotke  has  been  a  wood 
modelmaker  at  General  Motors'  se- 
cret research  and  development  plant 
for  18  years.  With  overtime,  he  works 
an  average  six-day  week  and  earns 
about  $20,000.  He  spends  as  little  of 
that  on  cars  as  he  can:  "To  me  a  car 
is  a  utility."  He  bought  a  1968  Cadil- 
lac El  Dorado  early  this  year  for 
$1,750.  "I'll  drive  it  for  three  years 
and  seU  it  for  my  repair  costs." 

Frugal?  Guess  again.  Malotke 
spends  about  $5,000  on  his  six  weeks* 
of  vacation  each  year.  "I  go  first 
class,"  says  he,  naming  Barbados, 
Norway,  Southern  California  and 
Spain  as  some  of  his  favorite  places. 

"I   hate   Detroit,"   admits   Malotke. 


are  going  up,  my  wife  needs  more 
housekeeping  money,  potatoes  have 
doubled  in  price  in  less  than  a  year 
[to  32  U.S.  cents  per  pound].  Good 
food  depends  on  your  wife." 

The  Passerons  relax  by  driving  up 
into  the  mountains  and  going  walking 
—looking  for  the  mushrooms  and  snails 
that  are  so  much  a  part  of  good 
French  food.  Passeron,  a  keen  foot- 
baller (soccer  player),  plays  for  the 
town  team,  bicycles  30  to  40  miles  a 
week  to  keep  fit.  ("My  wife  is  12 
years  younger  than  me.  I  have  to  stay 
active  to  keep  up  with  her.") 

As  for  the  rising  standard  of  living 
of  the  West— and  France— Passeron 
gives  a  Gallic  shrug:  "True,  people 
seem  better  oflF  today  than  before,  but 
that's  only  because  of  the  American 
credit  system.  Moi?  Non. 

"The  only  exception  will  be  the 
day  I  buy  a  house."  ■ 


// 


7  Go 
First  Class 

But  that's  where  the  money  is.  He 
was  born  there,  worked  as  a  carpenter 
for  ten  years  before  trying  CM- "tem- 
porarily"—in  1955.  He  took  a  salary 
cut  to  switch  because  he  felt  the 
prospects  for  steady  work  were  good. 

Right  now  Malotke  and  his  second 
wife,  Marie,  live  in  an  $145-a-month 
apartment  she  has  had  for  ten  years. 
With  Marie's  son,  Greg,  they  are 
waiting  for  completion  of  a  recently 
purchased  luxury  condominium  later 
this  year.  For  $36,000  ($5,500  down 
and  a  30-year  mortgage)  the  Malotkes 
will  live  in  a  modern,  400-unit  de- 
velopment amid  sculptiired  lawns, 
landscaped  with  $2  million  worth  of 
tennis  courts,  saunas,  swimming  pools 
and  a  man-made  babbling  brook. 

Together  the  Malotkes   (she  works 


in  the  accounting  department  of 
Chrysler  Corp.)  bring  home  about 
$24,000  a  year  out  of  a  $32,000  gross 
salary.  His  two  children  from  his 
earlier  marriage  are  both  married  and 
self-supporting. 

Malotke  owns  15  suits,  15  pairs  of 
shoes  and  60  shirts— "I  Uke  clothes," 
he  says,  puflSng  on  a  thin  black  cigar. 
But  the  Malotkes  don't  worry  over 
food  and  entertainment  costs.  Both 
political  buffs,  they  eat  out  at  politi- 
cal functions  a  couple  of  nights  a 
week,  although  Malotke  admits  he  en- 
joys his  own  goimnet  cooking. 

Retirement?  Right  now  the  United 
Auto  Workers'  contract  for  skilled 
tradesmen  calls  for  $700  a  month. 
"It'll  probably  be  up  to  $850  in  12 
years  when  I  plan  to  retire,"  says 
Malotke,  who  is  the  bargaining  com- 
mittee chairman  for  GM's  Fisher  En- 
gineering Unit.  He  has  already  paid 
$8,000  on  a  half-acre  plot  along  a 
Florida  canal.  Another  recent  pur- 
chase: a  cemetery  plot.  "I  had  a  hell 
of  a  hard  time  trying  to  find  one  for 
my  mother's  third  husband." 

Satisfied?  "I  am,"  says  Malotke, 
who  is  taking  flying  lessons,  but  he 
worries  about  the  younger  people  in 
the  auto  plants.  They  may  not  have  it 
as  good  as  he  has,  "My  son  and  his 
generation  aren't  too  happy  with  the 
way  things  are  going.  I  wouldn't  be 
surprised  to  see  a  taxpayer  revolution 
soon  if  these  kids  don't  get  some  Idnd 
of  relief. 

"No  matter  how  poor  you  are  in 
this  country,"  says  big  Joe,  stretching 
his  long,  patent-leather-booted  legs, 
"you  own  a  television  set.  The  TV 
tells  you  that  you  have  to  have  the 
good  life.  And  people  aren't  going  to 
settle  for  less."  ■ 
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Euroliving  on 

$10,000 

The  German  Foreman 

Assembly  line  noises  are  little  dif- 
ferent at  the  Daimler-Benz  Sindel- 
fingen  factory  outside  Stuttgart  in 
south  Germany's  Schwabia  than  in 
Detroit.  Shift  foreman  Rolf  Siisser 
sums  up  many  a  Detroit  father's  at- 
titude as  he  rubs  his  thumb  in  the  in- 
ternational gesture  meaning  money: 

"We  work  for  the  money.  For  our 
children's  future.  Right?" 

With  night-shift  diflFerential  and 
Saturday  overtime,  Siisser  makes 
$10,000  a  year.  The  job  requires  tact: 
Seventy  percent  of  his  shift  crew  are 
Gast  Arfoeifers— guest  workers  from 
Turkey.  But  Siisser  has  energy.  He 
spends  his  free  time  helping  fellow 
foremen  build  or  extend  their  houses. 
Siisser 's  major  ambition:  to  own  his 
own  home. 

A  native  Schwabian,  Siisser  lives  in 
a  rural  hamlet  about  12  miles  from 
the  factory.  He  couldn't  normally  con- 
sider buying  a  house  yet:  "A  small 
house  costs  $100,000,  two-thirds  of 
that  for  the  land."  However,  Siisser 
has  a  break:  His  mother  owns  a  piece 
of  land  in  his  native  village. 

The  money  from  selling  the  land, 
his  current  low  rent,  his  wife's  work- 
ing 15  hours  a  week  in  the  local  mar- 
ket (and  taking  the  $2  an  hour  home 
in  foodstuffs)  makes  home  ownership 
possible.  The  Siissers,  who  have  And- 

A  Clerical  Pair    ^^^_ 


"A  Small  House 
Costs  $100,000 


// 


rea,  10,  and  Gerald,  7,  can  save  $100 
a  month— unless  it's  a  month  to  pay 
car  insurance  or  take  a  holiday  in 
Switzerland.  So,  even  with  his  moth- 
er's land,  getting  up  the  down  pay- 
ment for  the  house  is  a  long,  hard  haul 
for  a  man  who  is  already  37. 

Siisser,  a  likable,  hearty  man  who 
plays  the  sousaphone  in  the  village 
band,  lives  in  a  house  that  was  run 
down  when  he  moved  in.  The  rent 
is  low,  only  $80  a  month,  but  the 
hardworking  Siisser  has  turned  it  into 
an  attractive  modern  home. 

When  the  time  comes  that  he  can 
begin  work  on  his  own  house,  per- 
haps after  buying  a  shell  for  his  own 
plot.  His  friends  will  then  turn  up 
each  day  to  help  him  with  the  work. 

Siisser  takes  home  about  $700  a 
month  from  his  $920  earnings.  The 
biggest  single  item  is  housekeeping, 
mainly  food:  $320  a  month.  Sugar 
is  23  cents  a  pound,  flour  23  cents, 
occasional  steak,  $4.90  a  pound. 

Perhaps  one  day  soon  the  Siissers 
will  replace  their  1970  Audi  with  a 
brand  spanking  new  Mercedes.  Siiss- 
er's  moment  of  madness  will  come  if 
the  money-saving  scheme  he  and  his 
colleagues  have  devised  for  the  fac- 
tory brings  a  big  payout  from  the 
Daimler-Benz  cost-saving  plan. 

Even  if  it  means  putting  off  the 


house,  Siisser  would  like  a  big  Mer- 
cedes. He  and  his  shift  run  the  body- 
work quality-control  section,  and  he'd 
like  to  ride  in  the  fruit  of  his  labors. 

And  if  the  big  payout  doesn't  come? 
There's  always  the  sousaphone  at  vil- 
lage band  practice:  a  good  way  to 
blow  out  those  frustrations.  ■ 


U.S.  Living  on 

$7,000 

Tfie  Los  Angeles  Secretary 

The  life  of  a  single  woman  in  Los 
Angeles— moonlight  swims,  movie 
stars,  excitement!  That's  not  the  way 
it  is  at  all,  says  Kathy  Grosso.  Movie 
stars?  There's  always  the  poster  of 
Robert  Bedford  over  her  bed,  in  a 
three-room  apartment  located  on  the 
edge  of  fashionable  Westwood  Vil- 
lage. "He's  the  first  thing  I  see  in  the 
morning,"  smiles  the  petite  24-year- 
old  brunette. 

Moonlight  swims?  There  is  a  pool 
in  her  apartment  complex.  But  Kathy 
never  takes  a  moonlight  dip.  Much 
of  her  evening  is  spent  getting  ready 
for  her  job  at  Planning  Research  Corp., 
a  Los  Angeles  consulting  firm.  She 
makes  the  five-minute  drive  in  a 
$2,350  Toyota. 

Kathy  has  tried  the  Sunset  Strip 
swinging  singles  scene,  "but  it  wasn't 
worth  it  just  for  a  free  dinner."  She'd 
rather  make  lasagne  for  friends  at 
home,  served  with  inexpensive  wine 


Comfort  But 
No  Luxury 

(monthly  food  bill:  $100).  Or  go  out 
with  a  group  of  couples,  paying  her 
own  way  if  she  has  no  date— $10  for 
dinner  and  a  movie. 

As  secretary  to  a  senior  vice  presi- 
dent at  Planning  Research,  Kathy 
brings  home  about  $500  a  month. 
It  buys  comfort  for  a  single  girl,  and 
considering  that  she  does  not  have  a 
college  education,  it  isn't  bad  at  all. 
Even  so,  she  says,  "At  the  end  of 
the  month  there  is  nothing  left  to 
save."  Without  savings,  Kathy's 
dreams  of  studying  architecture  or 
taking  elaborate  European  vacations 
become  remote. 

Like  many  young  Americans,  Kathy 
is  far  from  her  roots.  She  arrived  in 
Los  Angeles  from  Philadelphia  three 
years  ago,  and  this  increases  her  ex- 
penses. "I  call  Philadelphia  like  it  was 
around  the  corner."  She  also  must  fi- 
nance a  $300  plane  ride  home  for 
the    Christmas    holidays,     using    up 
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We're  recommending  real  estate 
investments  to  certain  of  our  customers. 
Because  land  in  fast-growing  Texas  can 
provide  substantial  yield  through  long- 
term  appreciation. 

And  First  National  Bank  in  Dallas, 
Investment  Specialists  in  the  Southwest, 
has  an  on-the-spot  perspective  of 
Southwestern  real  estate. 

First  in  Dallas  constantly  searches 
out  and  studies  emerging  growth 
opportunities:  raw  land  or  improved  land 
(with  commercial  buildings)  purchased  to 
lease;  producing  oil  and  gas  properties; 
bond  and  equity  markets  both  regionally 
and  nationally. 

First  in  Dallas  has  built  an  enviable 
record  with  conventional  fund 
investments,  too.  Ranking  among  the 
country's  best-performing  fund  managers. 

We'd  like  to  talk  with  you  about 
breaking  new  ground  for  your  pension 
fund.  And  about  our  unique  capabilities 
in  this  area.  Call  John  Depew  at  (214) 
749-47 1 6  or  Larry  Budner  at  (2 1 4) 
749-471 1.  Or  write  them  at  P.O.  Box 
603 1 ,  Dallas,  Texas  75222. 


Welre  breakiiig 
new  ground 

for  pension  funds. 


Investment  Specialists  in  the  Southwest. 


fiist 


NATIONAL  BANK 

IN   DALLAS  Member FDIC 


NOW  LEASING  IN  DALLAS:  the  56-story  First  International  Bldg.  for  occupancy  mid-year  1974.  P.O.  Box  6031,  Dallas,  Texas  75222. 


her  annual  two-week  vacation. 

The  Toyota  costs  $50  a  month. 
CasoHne  another  $20.  Her  job  pays 
parking  fees  that  coiold  cost  Kathy 
$400  a  year,  plus  most  of  her  health 
and  hospitalization  insurance.  But 
Kathy  was  caught  without  adequate 
medical  coverage  not  too  long  ago. 
Those  bills  took  a  good  chunk  of 
her    income.    Another    big    expense: 


clothes.  "Before  I  was  promoted  to  ex- 
ecutive secretary  I  could  wear  jeans," 
she  says.  Some  months  she  spends 
S40  to  dress  for  her  front-oflBce  job. 

Luckily,  her  hobbies  help  her  to 
budget.  She  crochets  some  of  her 
Christmas  presents,  and  her  furnish- 
ings are  inexpensive.  Rather  than  re- 
place old  furniture,  she'll  refinish  it. 

With   her   job    and    tight    budget. 


even  the  famed  California  outdoor 
life  gets  limited  play  from  Kathy. 
Summer  weekends  she  heads  for  the 
beach  or  bicycles  to  a  nearby  tennis 
court.  In  the  past  year  she  has  taken 
two  short  hohdays:  four  days  costing 
about  $133  in  San  Francisco,  and 
weekend  camping  with  a  group  of 
friends  in  the  Mineral  King  wilder- 
ness for  just  food  and  gas  costs.  ■ 


Euroliving  on 

$20,000 

The  Swedish  Bank  Teller 


A  Suburban 
House 
Is  Out 

Per-capita  income  figures  show  that 
the  Swedes  ($5,280)  have  the  sec- 
ond-highest standard  of  Uving  in  the 
world,  right  behind  the  U.S.  ($5,531) . 
What  those  figures  don't  show  is  what 
is  left  for  spending  after  taxes,  and 
how  far  that  money  goes  in  life  style. 

Mrs.  Kristina  Grafstrom,  30,  is  a 
teller  at  a  downtown  Stockholm 
branch  of  Svenska  Handelsbanken, 
Sweden's  second-largest.  She  earns 
$800  a  month.  Her  husband,  Ulf,  an 
advertising  executive,  earns  just  over 
$10,000  a  year,  bringing  their  joint 
income  close  to  $20,000.  Swedish  tax- 
ation is  high:  Taxes  and  Social  Secvui- 
ty  sUce  $350  a  month  from  her  $800 
paycheck.  (In  the  U.S.,  only  $170 
would  be  deducted.) 

"Most  people  in  our  income  bracket, 
with  both  husband  and  wife  working, 
would  tend  to  go  for  home  owner- 
ship," Mrs.  Grafstrom  explains.  Home 
ownership  couldn't  be  achieved  on 
one  salary,  but  it  could  be  squeezed 
out  on  two  salaries.  A  small,  three- 
bedroom  house  within  commuting  dis- 
tance of  Stockholm  costs  at  least 
$75,000.  The  Grafstroms  rent  a  S200- 

A  Pair  of  Junior  Executives 


U.S.  Living  on 

$16,000 

The  Houston  Junior  Executive 

Spare,  hardworking  and  intense, 
David  Lemons  heads  up  the  informa- 
tion systems  department  of  Houston's 
Panhandle  Eastern  Pipe  Line  Co.,  a 
$500-mLllion-sales  natural  gas  pipeUne 
company.  At  33  he  makes  $16,200  a 
year,  considerably  less  than  Swiss  ex- 
ecutive Hansjorg  Abt  {following  sto- 
ry). But  despite  the  income  disparity, 
Lemons  does  own  his  own  home. 
Lemons,  his  wife  Sharon,  their  two 


a-month  apartment.  "Instead  of  a 
house,  we  are  buying  a  weekend  cot- 
tage [$17,500]  on  an  island  in  the 
Stockholm  archipelago." 

Both  Grafstroms  eat  lunch  out  and 
spend  a  fiirther  $65  a  week  for 
food.  Dining  out  is  costly:  An  evening 
in  a  nice  restaurant  begins  at  $90. 

Stay  home?  Scotch  is  $12.50  a  bot- 
tle and  cigarettes  are  $1.50  for  20 
king-size.  That  17-inch  black-and- 
white  television  costs  $250,  and  the 
state-dominated  programing  is  dull. 

Families  stay  small.  The  Grafstroms 
have  no  children.  Sweden's  average 
family  size  is  2.9  (compared  with  3.6 
in  the  U.S.).  There  are  three  cars 
for  every  ten  people  (in  the  U.S.,  four) . 

Electricity  is  cheaper,  though  when 
the  electricity  bill  comes,  it  has— like 
everything  else  in  Sweden— a  tax  on 
it  (10%  for  electricity). 

"Yet  the  standard  of  living  still  is 
high  in  Sweden,"  says  Mrs.  Graf- 
strom, "though  it  could  be  better. 
Taxes  are  too  high,  life  is  too  fxill  of 
stress."  She  is  satisfied  with  the  up- 
ward mobility  that  Swedes  of  her 
generation  can  accomplish— though  she 
wishes  she  had  studied  for  a  pro- 
fessional career. 

The  Grafstroms  have  security  with 
a  capital  S.  The  government  spends 
much  of  the  wage  earner's  money  for 
her,  but  she  gets  a  good  deal  back. 
Health  care  is  paid  50%  by  the  state, 
university  education  is  free  and  stu- 
dents can  get  deferred-payment  liv- 
ing-cost loans.  Pensions  are  a  com- 
fortable 60%  of  one's  best  15  working 


years,  but  not  until  you  are  67. 

Perhaps  the  government  does  redis- 
tribute the  wealth  for  the  benefit  of 
the  many,  but  the  Social  Democrats 
just  barely  squeezed  back  into  ofiice. 
The  Swedes  may  enjoy  their  benefits, 
but  they  don't  like  taxation  any  more 
than  Americans  do.  ■ 


The  Commuting 
Is  Rough 

daughters,  Darcy,  6,  and  Carrie,  2, 
live  in  a  single-level  modern  structure 
in  Sharpstown,  a  suburb  of  Houston. 
They  paid  $18,500  for  the  five-year- 
old,  three-bedroom  house  in  1968.  In 
1966,  two  years  after  Lemons  had 
started  to  work  as  a  junior  accoun- 
tant at  Panhandle  at  $4,800  a  year, 
Sharon  had  to  quit  her  $5,800  teach- 
ing job  to  have  Darcy. 

"Those  next  few  years  were  rough," 


says  Lemons.  It  took  him  until  1970 
and  a  promotion  to  senior  programmer 
to  make  up  for  the  loss  of  Sharon's 
income.  (She  plans  to  teach  again 
when  both  children  are  in  school. ) 

Today  life  is  somewhat  easier. 
Dave's  monthly  take-home  pay  is 
$900  (after  deductions  such  as  in- 
come tax— 18%— and  hospitalization  in- 
surance). In  the  U.S.,  where  ob- 
stetricians' fees  are  a  strong  argu- 
ment for  birth  control,  that  insurance 
came  in  handy:  Each  childbirth  cost 
the  Lemons  $200;  the  insurance  paid 
the  remaining  $800. 

Take-home   pay   easily   covers   the 
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monthly  mortgage  payments  and  other 
staple  costs.  Examples:  food,  $160 
(it's  getting  tough  to  limit  it  to  that, 
says  Sharon ) ;  car  insurance  ( his  1965 
Ford  Mustang  and  her  1961  Falcon, 
both  paid  for),  $300  a  year;  school 
and  property  taxes,  $400  a  year. 

Lemons  gets  just  two  weeks  oflF  a 
year  compared  with  Abt's  five.  He's 
more  likely  to  take  his  wife  out  to 
dinner  than  is  Abt.  Why  not,  when 
an  average  tab  is  only  about  $16  for 
two?  Lemons  is  less  likely  than  Abt 
at  this  stage  to  think  much  about 
vacations.  "Most  of  our  spare  time 
and  money  is  spent  on  the  house," 
says  Lemons.  Last  year  the  Lemons' 
vacation  was  a  $200,  week-long  visit 
to  friends  in  nearby  Dallas. 

Where  Abt  may  get  his  kicks  climb- 
ing mountains,  Lemons  gets  his  from 
making  his  own  furniture.  "If  you  like 
to  tinker,  this  is  Fat  City,"  says  he, 
pointing  out  a  kitchen  table  made 
from  a  barstool  and  a  piece  of  ply- 


wood. For  exercise,  he  and  his  family 
swim  in  a  nearby  town  pool  almost 
all  yeai"  round. 

Lemons  says  if  he  had  it  to  do  over 
again,  he'd  try  for  a  profession  such 
as  dentistry  or  optometry.  But  he  is 
satisfied  with  his  lot,  as  long,  that  is, 
as  his  progress  in  the  job  keeps  him 
ahead  of  inflation.  "If  I'm  not  mak- 
ing $24,000  within  five  years,  I'll 
be  disappointed,"  says  he  after  some 
figuring. 

If  Dave  Lemons  has  one  big  gripe, 
it's  the  grueling  40-minute  drive  on 
the  Southwest  Freeway  to  and  from 
the  10/2  hours  he  spends  at  his  oflBce 
five  days  a  week.  Transportation  costs 
are  high  and  going  up,  what  with 
car  repairs  and  $25  a  month  for  gaso- 
line. "What  this  city  needs  is  a 
modern  public  transportation  sys- 
tem," says  Lemons. 

Stoically  the  Texan  sums  up,  "It's 
not  a  pot  of  gold,  but  we  enjoy  it 
as  much  as  we  can."  ■ 


Euroliving  on 

$25,000 

The  Swiss  Executive 

Like  the  middle-class,  middle-man- 
agement American,  Dr.  (of  econom- 
ics) Hansjorg  Abt,  the  public  infor- 
mation deputy  director  of  Brown  Bo- 
veri  &  Cie.  (the  $2.2-billion-sales 
Swiss  electrical  engineering  firm), 
doesn't  know  what  his  wife  spends 
on  food.  Abt,  38,  is  comfortable  on 
his  $21,600  salary.  Abt  also  gets  a 
variable  company  bonus,  "sometimes 
the  price  of  a  new  car,"  which  brings 
his  salary  up  to  the  $25,000  range. 

But  Abt  doesn't  own  a  new  car; 
the  family's  Saab  stationwagon  is  five 
years  old.  His  house,  a  two-story,  four- 
bedroomed,  25-year-bld  stucco  in  Ba- 
den is  rented  at  $460  per  month.  To 
buy  that  same  house  could  cost  Abt 
about  $116,000.  Land  is  the  problem. 
About  the  only  place  where  you  can 
get  afl^ordable  land  in  Switzerland  is 
on  a  mountain  peak,  and  that's  where 
the  Abt  house  will  be.  Cost:  $73,000 
(10%  of  that  land). 

Why  build  a  house  160  kilometers 
from  work  in  the  Valley  Goms,  birth- 
place of  the  River  Rhone,  and  why 
sock  your  savings  into  a  house  you 
can  visit  only  weekends  and  at  most 
seven  weeks  a  year?  Because  the  Abt 
family  passion  is  mountaineering.  Abt, 
with  a  .wife  and  three  children,  is 
doing  more  than  plowing  his  disposa- 
ble income  into  a  family  camper;  he's 
putting  their  future  up  in  the  hills. 

Back  in  Baden,  the  cost  of  living 
day-to-day  comes  high,  particularly 
clothes:  A  man's  dress  shirt  costs  $20, 
boys'  shoes  $17.  Abt's  wife  sews  and 


A  Passion  for 
Mountaineering 

keeps  an  ample  vegetable  garden  to 
cut  costs.  Eating  out  can  be  sky-high 
at  places  other  than  a  Movenpick  (a 
Swiss  Howard  Johnson's  with  flair). 
Dinner  at  a  pleasant,  not  plush,  fish 
restaurant  can  run  over  $60  for  three. 
Abt,  when  he's  not  entertaining  for 
business,  comes  home  for  lunch. 

Abt  gets  a  break  on  taxes— the  low- 
est in  Europe  and  comparable  with 
the  states-20%  to  22%  of  his  income. 
Pension,  Social  Security  and  medical 
insurance  run  about  $200  a  month, 
though  Abt's  health  insurance  would 
not  cover  him  fully  for  something  as 
major  as  a  heart  transplant.  "I'd  have 
to  fall  back  on  my  father."  (His  dad, 
once  a  poor  laborer,  now  has  "a  cer- 
tain fortune"  acquired  from  stamp 
dealing.  Upward  mobility  is  quite 
common  in  Switzerland.) 

Though  Abt  saves  about  10%  to  15% 
of  his  salary  mainly  for  his  five-bed- 
room dream  chalet,  he's  still  able  to 
afford  some  extras.  The  Abts  are  mod- 
erate entertainers,  seldom  moviegoers, 
but  music  and  concerts  are  their 
thing— and  home  music  too,  with  10- 
year-old  Esther  playing  piano,  16- 
year-old  Christoph  a  trumpet  and  12- 
year-old  Sylvia  the  harp. 

Abt  doesn't  feel  that  Switzerland's 
future  is  all  roses— "the  economy  and 
inflation  [which  runs  at  8.3%]."  But 
there's  nowhere  else  he'd  rather  live. 
And  trilingual  Abt,  who  often  puts 
in  a  60-hour  workweek,  is  satisfied. 
"Switzerland  has  a  lot  to  offer  anyone 
willing  to  work."   ■ 
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when  you  need 

a  computer 

for  a  thousand 

different  reasons. 


More  than  l^OOO  terminals  are  linked  to 
McDonnell  Douglas  Automation  Company's  Xerox 
time-sharing  system  in  St.  Louis.  And  most  users 
consider  each  terminal  to  be  their  personal 
computer.  So  they  use  it  a  lot. 

On  any  given  day,  there's  a  chance  that  all  these 
people  —from  a  furniture  manufacturer  doing 
financial  planning,  to  a  pharmaceutical  firm  doing 
research  and  development  —will  be  asking  questions 
and  getting  answers.  There's  hardly  ever  a  wait. 


And  McDonnell  Douglas  is  its  own  best  customer, 
using  time-sharing  for  a  variety  of  engineering, 
financial  and  budgetary  applications  at  all  their 
U.S.  divisions. 

When  it  comes  to  answering  questions  —for  a 
thousand  users  or  for  one  —Xerox  computers 
can  help. 


XEROX®  IS  a  trademark  of  XEROX  CORPORATION 


XEROX 


Chasek  employee 

benefit  record-keeping  system 

puts  a  zipper  on  complaints. 


It's  called  BeneKeep™*  BeneKeep 
closes  out  complaints  because  no 
other  employee  benefit  record-keep- 
ing system  is  more  accurate,  more 
flexible  or  faster. 

The  windfall  for  you:  fewer 
gripes,  better  morale,  and  more  at- 
tention to  overall  plan  concepts. 

The  up-to-the-minute  Chase 
Manhattan  BeneKeep  computer  sys- 
tem is  modular  designed  to  select 
and  run  only  those  plans,  funds  or 
participants  specifically  requested. 
(This  means  lower  costs  for  you.) 

BeneKeep  can  take  on  the 
most  sophisticated  features  of  your 
plan:  thrift  and  savings,  stock  pur- 
chase, money  purchase,  profit  shar- 
ing and  HR-10.  It  can  cruise  through 
complicated  vesting,  withdrawal  and 


suspension  features.  BeneKeep  can 
help  detangle  even  the  unusual  prob- 
lems created  by  the  Tax  Reform  Act, 
of  1969. 

We  can  handle  any  number  of 
participants  from  the  largest  plan  to 
smaller  operations  where  we  recom- 
mend our  IRS-approved  Master  Plan. 

If  your  record-keeping  is  in- 
house,  BeneKeep  can  release  valu- 
able people  and  resources  for  other 
important  duties. 

But  for  complete  information, 
call  (212)  552-3091  orwrite:  Barton 
D.  Graham,  Chase  Manhattan  Bank, 
1  Chase  Manhattan  Plaza,  New  York, 
N.Y.  10015. 

With  Chase  Manhattan's 
BeneKeep  on  the  job,  complaints 
stay  buttoned  up  for  good. 


In  an  increasingly  complex  financial  world, 
you  have  a  friend  at  Chase  Manhattan. 


I 
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•Trade  Mark  of  Chase  Manhattan  Bank 


The  Numbers  Game 


A  Legitimate  Fiction? 


The  trouble  with  Forbes  readers  is 
that  they  ask  such  difficult  questions. 

Several  days  ago,  for  example,  we 
received  a  thoughtful  letter,  complete 
with  charts,  graphs  and  painstaking 
computations,  from  George  W.  Higgs 
of  Arlington,  Va. 

How  about  trying  to  separate  myth 
from  reality  in  the  earnings  of  elec- 
tric utilities?  he  wrote. 

Higgs,  it  seems,  owns  a  few  shares 
of  Duke  Power  and  Virginia  Electric 
&  Power.  One  day,  while  carefully 
perusing  the  1972  annual  reports  of 
those  two  companies,  he  noticed  that 
both  derived  most  of  their  earnings 
from  something  called  "allowance  for 
funds  during  construction." 

From  what? 

Oh,  yes.  That  was  the  label  given 
to  capitalized  interest  charges  on  mon- 
ey borrowed  to  finance  the  construc- 
tion of  new  generating  facilities.  The 
already  highly  leveraged  utilities  were 
having  to  expand  furiously  these  days, 
tying  up  huge  slugs  of  borrowed  cap- 
ital which  wouldn't  be  producing  a 
return  for  over  five  years— the  time  it 
frequently  takes  to  build  a  generating 
plant.  In  many  cases,  charging  the 
interest  on  that  money  to  current  earn- 
ings would  really  clobber  earnings— 
and  hence  the  ability  of  utilities  to 
raise  capital.  So  states  permitted  util- 
ities to  capitalize  that  cost  of  money 
while  the  plant  was  being  built— 
spreading  its  cost  over  the  life  of  the 
building  like  other  construction  costs. 
This  produced  a  credit,  an  addition 
to  current  earnings,  called  "allowance 
for  funds  during  construction"  (let's 
call  it  AFC). 

Trouble  was,  of  course,  some  of  that 
borrowed  money  was  raised  by  selling 
common  stock.  Here  the  utility  using 
AFC  was  allowed  to  report  now  the 
kind  of  earnings  it  hoped  to  show  on 
that  common  stock  equity  in  the  fu- 
ture, after  discussions  with  the  state 
power  commissions.  We'd  often  won- 
dered about  that.  This  portion  of  AFC 
didn't  seem  to  us  to  be  much  more 
than  wishful  thinking. 

A  good  point.  We  read  on. 

Did  we  realize,  reader  Higgs 
wrote,  that  AFC  accounted  for  some 
87%  of  Duke  Power's  $58.5-million 
"balance  for  common"  (net  income 
after  preferred  dividends),  and  some 
67%  of  Vepco's  $85.2-million  balance 
for  common?  That  AFC  was  their 
most  important  source  of  earnings? 


Now  what  about  this  AFC?  asked 
Higgs.  Was  it  really  income?  Did  it 
make  any  sense  that  the  more  a  com- 
pany spent  on  construction,  the  larger 
its  reported  earnings? 

It  was  a  good  question,  all  right. 

Our  search  for  an  answer  led  us  to 
a  noted  Wall  Street  analyst  who,  by 
good  luck,  had  just  finished  a  survey 
of  80  major  utilities'  accounting  prac- 
tices. (He  asked  to  remain  anonymous 
so  he  could  speak  frankly.) 

According  to  figures  supplied  by 
the  Edison  Electric  Institute,  the  ma- 
jor utilities  derived  an  average  of 
29%  of  their  balance  for  common  from 
AFC  last  year.  And  that  figure  was 
rising  steadily.  In  1970,  it  was  20%. 
And  back  in  1965  it  was  only  4%. 

Duke  Power,  at  87%,  probably  de- 
rived more  of  its  1972  reported  bal- 
ance for  common  from  AFC  than  any 
other  major  utility  in  the  country, 
reflecting  an  unusually  big  construc- 
tion  program,    the   analyst   went   on. 

He  had  no  quarrel  with  the  concept 
that  the  cost  of  money  is  as  much  a 
cost  of  construction  as  is  the  cost  of 
bricks  and  mortar,  and  hence  could 
be  capitalized  and  depreciated  over 
the  life  of  the  building.  The  account- 


ing theory  seemed  sound. 

But  then  the  analyst  surprised  us. 
Because  Duke  Power  derived  so  much 
profit  from  this  constructive  fiction, 
he  said,  "this  certainly  lowers  the 
quality  of  Duke's  earnings." 

Why,  we  asked,  if  the  cost  of  mon- 
ey is  a  legitimate  part  of  construc- 
tion costs? 

"Because  of  the  regulatory  lag," 
he  replied.  "The  question  is  when  will 
the  state  power  commission  allow 
them  to  earn  a  rate  of  return  that 
justifies  what  they've  been  taking  in 
AFC?— which,  after  all,  is  revenue 
that's  going  to  be  earned  later." 

Once  Duke's  generating  plants  are 
on  stream,  that  portion  of  the  AFC 
earnings  stops.  Given  the  steady  in- 
flation in  money,  construction  and  op- 
erating costs,  the  chances  are  Duke 
wouldn't  be  earning  anywhere  near  as 
much  on  them  as  it  had  already  re- 
ported under  AFC.  At  least  not  until 
it  took  its  next  rate  case  to  the  public 
utility  commission,  and  it  could  take 
a  year  or  more  for  the  commission  to 
act.  Result:  a  decline  in  Duke's  earn- 
ings in  the  interim. 

Electric  utilities  with  less  ambitious 
construction  programs  were  often  able 
to  avoid  such  "lags"  by  means  of 
new  AFC  credits  from  new  construc- 
tion projects.  But  not  Duke— it  was  in- 
creasing  capacity   by    58%   over   the 
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"Palm  SprinfE 

^^*  €ondominium  homes  on  an  is-  ^ 
land  in  the  desert... totally  uniike 
any  ottier  hom^  ii)  the  Palm  Springs 
area.  High-rise  clusters  on  a  broad, 
beautifully  landscaped  island  sur- 
rounded by  a  fresh  water  take  and 
ringed  ail  around  by  your  18-hole 
challenging  par  71  golf  course. 

The  view  of  desert  and  moun- 
tains is  ^ectacular.The  life-style: 
privileged. The  atmosphere:  cpuiet 
and  seraie.The  security:  maximum 
(the  only  road  onto  our  island  ts 
guarded  24  hours  a  day).  Near  lo>  J 
everything  in  Palm  Springs,  yet  far 
from  the  noise.  A  far-from-ordinary 
experience  in  gracious  living  from 
v^55,000  to  $175JOOO,  DiscOAmr  It. 


The  Numbers  Game 


next  15  months. 

In  other  words,  we  thought,  the 
more  rapidly  a  utihty  expands,  the 
more  difficult  it  becomes— during  infla- 
tion—for rate  increases  to  cover  sharp- 
ly increased  construction  costs.  And, 
of  course,  the  longer  state  power  com- 
missions postponed  granting  those  rate 
increases  the  more  costiy  it  would  be 
for  the  utility  to  continue  financing 
the  needed  expansion.  Again,  assum- 
ing continued  inflation. 

Recently,  we  recalled,  Georgia 
Power  had  had  to  cancel  a  major  fi- 
nancing because  the  Georgia  Power 
Commission  hadn't  granted  a  hoped- 
for  rate  hike.  Without  it,  Georgia 
Power  simply  didn't  have  enough  cur- 
rent cash  flow  to  cover  interest 
charges  on  its  new  financing.  Its  large 
AFC  was  probably  of  little  help  since 
typical  utility  mortgage  restrictions 
permit  only  15%  of  AFC  to  be  used 
to  cover  interest  payments. 

Still  somewhat  perplexed,  we  de- 
cided to  raise  the  question  with  one 
of  the  country's  leading  experts  in 
public  utflity  accounting,  a  man 
named  Richard  Walker,  managing 
partner  of  Arthur  Andersen's  Regulat- 
ed Industries  division,  and  a  veteran 
of  29  years  in  the  field. 

Walker  stopped  us  the  moment  we 
mentioned  Duke  Power's  87%  AFC. 

Actually,  he  explained,  to  the  ex- 
tent that  AFC  reflected  the  cost  of 
debt  money,  as  opposed  to  equity 
money,  shareholders  needn't  worry 
about  it.  The  interest  cost  was  just 
subtracted  from  reported  income  as  a 
cost,  and  then  added  back  as  an  AFC 
credit  when  it  was  capitalized.  No  ad- 
dition to  current  reported  earnings. 
The  interest  portion  of  construction 
costs  should  never  have  appeared  on  a 
utility's  income  statement  in  the  first 
place,  since  it  wasn't  really  a  cost  of 
operations  for  the  period. 

The  cost  of  equity  capital  was  an 
entirely  different  matter.  Walker  went 
on.  Future  earnings  were,  in  effect, 
being  shown  as  present  earnings. 
There  was  an  addition  to  current  re- 
ported earnings.  "Some  of  these  util- 
ities have  a  third  or  more  of  their 
capital  tied  up  in  construction  for 
several  years,  being  serviced  by  fu- 
ture credits,"  said  Walker. 

We  thumbed  quickly  through  Duke 
Power's  most  recent  prospectus  and 
found  that  the  common  stock  portion 
of  AFC  represented  49%  of  Duke's 
reported  1972  balance  for  common. 
Each  year  it  was  7%  to  8%  higher. 

But  Walker  conceded  that  there 
was  no  current  cash  flow  behind  all 


of  Duke's  reported  AFC  earnings. 

Quite  a  Hquidity  problem,  we  re- 
marked.    Was     there    any    solution? 

"For  those  utQities  that  have  a  large 
portion  of  their  assets  tied  up  in  con- 
struction," Walker  repUed,  "and  where 
so  much  of  the  earnings  of  common 
stock  comes  from  this  imputed  return 
on  common  equity  that  shareholders 
feel  the  cash  flow  is  inadequate,  then 
I  think  the  regulatory  body  ought  to 
permit  the  utflity  to  put  all  or  part  of 
its  construction  work  in  progress  in 
its  rate  base  and  thus  improve  cur- 
rent cash  flow  through  higher  rates." 

Some  30  state  power  commissions, 
including  most  recently  New  York 
State,  had  done  this  or  the  equivalent. 
But  not  the  North  Carolina  and  South 
Carolina  power  commissions  regulat- 
ing Duke  Power,  Walker  continued. 
This  was  a  mistake,  he  felt.  Current 
customers  of  Duke  Power  should  pay 
the  carrying  costs  of  at  least  a  sub- 
stantial part  of  that  new  construction 
in  the  form  of  increased  rates,  since 
they  were  getting  the  present  value 
of  knowing  that  their  future  power 
needs  would  be  met. 

Walker  concluded,  "Unless  the 
state  commissions  commence  to  come 
to  grips  with  this  problem— this  con- 
cern of  investors  about  liquidity— we 
may  find  that  the  entire  structure  of 
the  utihty  industry  is  threatened  by 
government  intervention,  because  of 
the  inabflity  of  private  utilities  to 
raise  capital." 

As  we  pondered  all  this  wisdom, 
we  stfll  had  no  clear  answer  to  our 
reader's  question,  which  was:  How 
real  are  utility  earnings?  Wasn't  there 
something  basically  wrong  with  a 
situation  where  a  company  was  forced 
to  report  somewhat  questionable  fu- 
ture earnings?  Maybe  the  problem, 
then,  wasn't  really  one  for  the  ac- 
countants. It  was  one  for  the  public 
service  commissions  and  for  the  poh- 
ticians  and  the  public. 

If  commissions  insist  on  being  penu- 
rious with  rate  increases,  if  they  try 
to  force  stockholders  to  absorb  the 
burden  of  inflation,  then  the  utility 
companies  are  going  to  have  to  resort 
to  "creative"  accounting  to  hide  what 
is  happening.  In  the  long  run  the  in- 
vestor will  catch  on,  and  the  flow  of 
capital  will  dry  up.  Will  politicians 
still  be  bragging  about  keeping  utility 
rates  down  when  the  lights  start  go- 
ing out? 

Yes,  reader  Higgs,  there  is  some- 
thing not  quite  kosher  with  electric 
utility  earnings.  Only  don't  blame  the 
accountants.  ■ 
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Continental  lelephone 
grows  where  the  action  is, 

Passenger  traffic  has  zoomed  350%  in  the  past  ten  years 

at  Dulles  International  Airport.  That's  action. 

And  that's  Continental  territory. 

Among  the  16  airlines  now  serving  Dulles  are 
American,  Air  France,  Eastern,  Pan-Am,  TWA  and  United.  This 
year  3,000,000  passengers  will  move  through  the  terminal, 
while  its  modern  architecture  and  facilities  attract  additional 
visitors  by  the  millions. 

Dulles  is  the  hub  of  an  expanding  area. 
Prince  William  County  just  to  the  southwest,  projects  a 
population  increase  of  35%  in  the  next  five  years.  Among 
Dulles'  immediate  neighbors  is  an  IBM  research  and 
manufacturing  center  Growth  is  everywhere.  And  it's  all 
served  by  Continental  Telephone. 

At  Continental,  we  constantly  update  equipment. 
Expand  facilities.  Better  service  creates  more  customers 
and  more  phone  usage.  That's  why  Continental  is  America's 
fastest  growing  telephone  system. 

Want  to  read  a  success  story? 
Just  write  for  our  Annual  Report. 


Continental  Telephone  Corporation 


hyaco  invites  you 
to  a  housewarming. 

Find  out  how  to  keep  your  house  warm  and  save  on  fuel  costs  at  the  same  time. 


You  can  save  1%  on  your  fuel 
consumption  for  every  degree 
you  turn  your  thermostat  down 
when  you  go  to  bed  at  night. 


You  can  save  as  much  cis  20% 
on  fuel  simply  by  insulating 
your  attic  floor. 


Storm  windows  (and  doors) 
can  cut  fuel  consumption  by 
as  much  as  15% 


Your  radiators  will  do  a 
better  job  of  heating— 
and  save  fuel— with  metal 
reflectors  behind  them. 


Weather-stripping  around  doors 
and  windows  that  are  not 
perfectly  snug,  and  caulking 
cracks  in  outside  walls,  can 
save  up  to  20%  on  fuel. 


When  entering  or  leaving 
your  home,  close  exterior 
doors  promptly  to  keep 
the  cold  out  and  the  heat  in. 


Have  your  furnace  and  boiler  cleaned 
and  adjusted  every  year  for  more  comfort, 
efficiency,  and  fuel  savings. 


J^^3^P^^ 


Were  working  to  keep  your  trust. 


We  Got  Razzle- Dazzle 


So  says  Fedders'  boss— and  the  facts  bear  him  out. 


A  Wankel  air-conditioner?  Well,  not 
really,  but  Fedders  Corp.  Chairman 
Salvatore  Giordano  doesn't  discourage 
the  analogy— look  what  the  Wankel 
once  did  for  Curtiss- Wright's  stock. 

What  Giordano,  63,  has  is  a  whole 
new  line  of  room  and  central  air-con- 
ditioners. They  are  powered  not  by 
reciprocating  compressors,  as  ordinary 
air-conditioners  are,  but  by  rotary 
compressors  a  la  Wankel.  "We're  tak- 
ing a  Wankel  approach,"  says  Gior- 
dano, and  the  stock  market  agrees: 
Since  August  Fedders  stock  has  risen 
from  12  to  21— a  gain  of  75%  in  a 
couple  of  months. 

"We're  ahead  of  everyone,"  he  says, 
"and  we  will  be  for  some  time."  Fed- 
ders' rotary  compressor  has  fewer  parts 
—46,  vs.  126  on  conventional  models— 
and  this  should  reduce  wear,  friction 
and  breakdowns.  It  is  50%  lighter,  so 
that,  when  encased  in  fiberglass  and 
plastic  instead  of  steel,  a  woman— as 
Fedders'  advertisments  claim— can  tote 


a  room  unit  home  and  install  it  herself. 

But  the  rotary 's  big  plus  may  be 
that  it  uses  less  power  than  conven- 
tional compressors;  and  at  a  time  when 
energy  supply  is  growing  both  short 
and  costly,  this  should  cut  electric  bills 
significantly.  "The  savings  range  from 
5%  to  35%  over  reciprocating  compres- 
sors," says  investment  analyst  Jacobus 
de  Vries  at  New  York's  Auerbach, 
PoUak  &  Richardson. 

As  with  the  automotive  Wankel,  is 
the  celebrating  premature? 

General  Electric,  which  has  been 
marketing  room  units  with  rotary  com- 
pressors since  1958,  seems  to  think  so. 
The  technology  that  works  for  its 
room  units  will  not  work  for  GE's 
larger  machines.  Retorts  Giordano, 
"GE  just  has  not  made  the  same  com- 
mitment to  change  that  Fedders  has." 
Fedders  claims,  for  instance,  that  its 
four-ton  central  unit  puts  out  9.23 
BTUs  per  watt— the  index  of  air-con- 
ditioning efficiency— us.  7.50  for  GE's 


Energy  Crhis7  Inflation  making  ibe 
consumer  more  cautious  with  bis  money? 
Forget  it,  says  Fedders'  Giordano. 
For  Americans,  comfort  comes  first,  and 
even  a  pollution-free,  mecbanically  oper- 
ated fan  doesn't  provide  enough  of  it.  In 
1974  Giordano  sees  room  air-conditioner 
sales  topping  6  million  for  the  first  time 
since  1970,  bitting  10  million  by  1978. 
"Look  at  all  the  air-conditioned  cars. 
Are  our  homes  going  to  be  different?" 


competing  model,  7.74  for  Carrier's, 
8.42  for  Sears'.  Perhaps,  but  Carrier 
remains  skeptical  as  well.  "It's  still  un- 
proven  in  larger  sizes,"  says  a  Carrier 
official,  "and  the  penalties  will  be 
enormous  if  you  make  a  mistake  in 
the  compressor"— normally  covered  by 
a  five-year  warranty. 

Giordano  admits  that  compressor 
production  is  behind  schedule.  But, 
he  says,  his  new  $18-million  Frederick, 
Md.  plant  is  still  breaking  in.  He  is 
counting  on  the  new  rotary  line  to 
push  Fedders  ahead  of  its  bigger 
rivals:  "Our  aim  is  to  be  the  largest 
in  central  air-conditioners  as  well  as 
room  units  in  five  years  with  sales  of 
about  $1  billion." 

If  this  sounds  boastful,  the  fact  is 
that  Fedders'  growth  has  been  more 
impressive  than  that  of  its  bigger  com- 
petitors. Fedders'  five-year  annual  sales 
growth  average  is  25.8%,  vs.  9.4%  for 
Carrier  in  Forbes'  Annual  Report  on 
American  Industry  (Jan.  1).  Even 
last  year,  when  a  major  strike  dropped 
sales  from  $350  million  in  1971  to 
$300  million,  Giordano  kept  Fedders 
comfortably  in  the  black.  For  fiscal 
1974,^nding  next  August,  Wall  Street 
sees  earnings  up  80%  to  $1.80  a  share, 
a  notch  above  the  prestrike  level. 

Fedders'  traditional  strength  has 
been  in  room  air-conditioners,  where 
for  years  it  has  vied  with  Whirlpool- 
Sears  for  first  place,  with  about  18% 
of  the  market.  The  strike  cut  Fed- 
ders' market  share  to  about  12%,  with 
Whirlpool  picking  up  some  of  the  loss. 
Giordano  claims  that  this  was  more 
than  offset  by  Fedders'  own  thrust  in- 
to central  units,  where  Carrier  is  dom- 
inant. During  the  strike,  in  fact,  Gior- 
dano switched  what  production  he 
had  over  to  central  units,  and  so  far 
it  has  been  a  smart  move. 

The  industry's  central  unit  ship- 
ments have  sprinted  ahead,  up  30% 
last  year  and  23%  in  the  first  half  of 
1973,  while  room  units  declined  17% 
in  1972  and  are  up  only  15%  this 
year.  In  fact,  almost  every  second 
house  now  building  comes  with  cen- 
tral air-conditioning.  "I'm  not  worried 
about  saturation,"  says  Giordano. 
"Only  about  a  third  of  all  homes  are 
air-conditioned,  so  we  have  a  long 
way  to  go.  I  cannot  see  the  public 
continuing  to  sweat  it  out  at  home." 

Giordano  frequently  irks  his  com- 
petitors with  his  boasts  about  becom- 
ing No.  One,  and  about  the  supposed 
virtues  of  the  rotary  air-conditioner. 
But  it  is  hard  to  argue  with  him 
when  he  says:  "We  are  not  asleep. 
We  are  good  marketers.  We  know 
how  to  razzle-dazzle  things.  This  en- 
ergy-saving—well, it  fits  the  character 
of  the  period,  doesn't  it?  We  are 
capitalizing  on  all  these  things.  We 
are  going  to  have  our  best  year  yet."  ■ 
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The  Companies  of  Citicorp. 


When  a  construction  company 
suddenly  outgrows  its  equip- 
ment —  what?  Wellj  Citicorp  Leasing  can 
provide  new  or  larger  equipment  in  a  hurry,- 
without  tying  up  the  construction  company's 
capital.  That's  the  kind  of  service  that  helps  them 
grow. . .  and  helps  us  grow. 


There  is  a  very  simple  concept  1 
hind  the  growth  of  First  Natioi 
City  Corporation.  It  is  this:  to  grc 
go  where  people  need  you. 

And,  as  it  turns  out,  that's  ji 
about  the  whole  world.  Almc 
everywhere  that  people  live,  wc 
and  strive  for  a  better  life,  financ 
services  are  needed. 

In  a  country  like  the  U.S.A.,  tl 
needs  are  as  large  and  complex 
the  operations  of  the  top  500  cor 
panies.  In  a  country  like  Colombi 
the  challenge  may  be  simply  to  he 
a  shrimp  boat  owner  expand  h 


SUBSIDIARY  COMPANIES  OF  CITICOR 

ADVANCE  MORTGAGE  CORPORATION. 

A  leading  originator  and  servicer  of  res 
dential  and  commercial  mortgages  fc 
hundreds  of  institutional  investors. 

CITICORP  COMMUNITY 
DEVELOPMENT,  INC. 

Equity  investments,  loans  and  technic; 
assistance  for  low  and  middle  incom 
housing  and  related  facilities  in  N.Y.  Cit> 

CITICORP  FACTORS,  INC. 

Provides  business  with  full  credit  prote( 
tion  and  collection  services  as  well  as  wort 
ing  capital  through  accounts  receivabl 
financing  and  factoring 

CITICORP  INTERNATIONAL  BANK 
LIMITED. 

A  new  world-wide  merchant  bank,  head 
quartered  in  London,  and  involved  ii 
syndication  of  international  loans,  under- 
writing and  distribution  of  Eurobonds- 
merger/acquisition,  and  other  investmcn 
banking  activities. 

CITICORP  LEASING,  INC.  and  CITICORP 
LEASING  INTERNATIONAL,  INC. 

The  world's  largest  leasing  organization 
able  to  handle  almost  any  equipment  leas- 
ing transaction. 


{rowing  where  people  need  us. 


modest  business. 

Big  or  little,  people  and  compa- 
nies have  a  wide  range  of  financial 
needs. The  list  below  of  some  of  the 
Citicorp  Companies  tells  you,  almost 
at  a  glance,  how  varied,  wide  and  in- 
novative our  services  are. 

In  94  countries,  we  find  ways  to 
grow  by  finding  ways  to  serve. 

In  fact,  the  mission  of  the  sub- 
sidiaries of  Citicorp  is  to  grow  by 
providing  financial  services  that 
meet  the  real  needs  of  people,  com- 
munities, and  businesses  through- 
out  the  U.S.  and  around  the  world. 


CITICORP  REALTY  CONSULTANTS,  INC. 

Provides  a  broad  range  of  real  estate  ap- 
praisal and  project  planning  services. 

CITICORP  SERVICES,  INC. 

Makes  First  National  City  Travelers 
Checks  available  to  users  around  the 
world  through  tens  of  thousands  of  banks. 

CITICORP  VENTURE  CAPITAL  LTD. 

Provides  long-term  equity  financing  to 
growing  businesses  around  the  world. 

CRESAP,  Mccormick  and  paget  inc. 

Performs  management  consulting  services 
for  commerce,  industry  and  the  public 
sector,  world-wide. 

NATIONWIDE  FINANCIAL  SERVICES 
CORPORATION. 

Serves  consumers  directly  and  through 
retailers  from  coast  to  coast. 

TRANSACTION  TECHNOLOGY  INC. 

Developer  of  advanced  systems  for  the 
payment  mechanisms  of  the  future. 

And 

FIRST  NATIONAL  CITY  BANK. 

Citibank  is  one  of  the  world's  leading 
banks  with  branches,  subsidiaries  and  af- 
filiates in  94  countries. 


II 

II 
II 
II 


tTICOHP 


If  a  bank  is  bulging  out  of  its 

building,  the  wise  thing  to  do  is  talk  to 
Citicorp  Realty  Consultants.  Their  wide  experi- 
ence in  all  kinds  of  real  estate  can  help  bankers - 
or  any  other  business— build  better  with  fewer 
false  moves. 


FIRST  NATIONAL  CITY  CORPORATION 

399  Park  Avenue.  New  York,  N.Y.  10022 


As  I  See  It 

Can  the  U.S.  Get  By 
with  Less  Energy? 

The  Middle  East  war  and  the  Arabs' 
decision  to  cut  back  their  oil  exports 
merely  accelerated  the  energy  crisis. 
They  by  no  means  created  it.  The 
dictionary  defines  "crisis"  as  a  turn- 
ing point— for  better  or  for  worse. 
And  that  is  just  what  the  energy  cri- 
sis is:  a  turning  point— at  which  ener- 
gy changes  from  a  plentiful,  cheap 
commodity  into  a  scarcer  and  more 
expensive  one.  It's  a  turning  point  for 
the  better  so  far  as  the  Arabs  and 
other  energy  producers  are  con- 
cerned; it's  a  turning  point  for  the 
worse  for  the  U.S.  and  other  indus- 
trial energy-conGumsng  countries.  The 
energy  crisis  by  no  means  indicates 
the  western  world  is  running  out  of 
energy;  simply  that  it  has  to  use  it 
more  sparingly  and  pay  through  the 
nose  to  those  who  have  it. 

Which  puts  John  H.  Gibbons  square- 
ly in  the  middle  of  this  crisis.  His  job 
is  to  work  on  long-term  programs  for 
the  more  efficient  use  of  this  increas- 
ingly expensive  resource.  A  physicist 
by  training,  Gibbons  has  just  been  ap- 
pointed to  head  a  new  government 
agency— the  Interior  Department's  Of- 
fice of  Energy  Conservation. 

How  much  influence  Gibbons  will 
have  remains  to  be  seen.  Neverthe- 
less, his  ideas  are  well  worth  listen- 
ing to.  Below,  Forbes  interviews  him. 


Gibbons:  I  started  out  as  a  physi- 
cist, and  one  thing  a  physicist  is,  he 
is  a  professional  simpleminded  per- 
son. If  you're  very  simpleminded 
about  the  energy  crunch,  you  see  it's 
a  problem  of  a  mismatch  between  the 
growth  of  "^upply  and  the  growth  of 
demand.  We've  been  almost  totally 
focused  on  increasing  supply,  so  that 
we  haven't  really  thought  much  about 
what  do  you  do  about  demand. 

But  isn't  that  because  it  involves 
something  as  basic  as  reshaping  the 
structure  of  American  society? 

Gibbons:  Well,  within  the  next  year 
or  two,  there  are  very  few  things  you 
can  do  either  on  the  supply  or  de- 
mand side  in  changing  energy  pat- 
terns. As  a  system,  it  has  a  tremen- 
dous amount  of  momentum— like  a 
massive  truck  or  a  heavily  loaded 
train— it  takes  a  lot  of  energy  to  turn 
the  thing  even  a  little  bit. 

But  you  begin  to  look  at  it,  and 
you    see    a   lot   of   opportunities    for 


Gibbons  of  the  Office  of  Energy  Conservation 


achieving  the  same  standard  of  living 
in  a  material  sense  at  a  lower  enegry 
investment.  We're  charged  with  the 
responsibility  for  decreasing  federal 
energy  use  by  7%  during  fiscal  1974, 
and  that's  a  big  order. 

What  we're  doing  is  to  show  we 
can  do  it  ourselves  and  then  go  out 
to  others— to  individuals  and  to  indus- 
try—and say  you  can  do  it  too.  You 
can  save  money  doing  it,  increase 
your  profits  and  at  the  same  time  be 
responsive  to  a  national  problem. 

Our  immediate  problem  is  to  head 
off  the  crunch  on  heating  oil  during 
the  coming  winter.  If  we  can  de- 
crease consumption  as  we  did  with 
gasoline  last  July  and  August  through 
voluntary  conservation  efforts,  we  can 
take  the  head  off  the  problem. 

We're  not  talking  about  a  tre- 
mendous fraction  of  our  energy  being 
short,  it's  a  small  difference  between 
two  very  large  nimibers-the  current 
supply  and  the  current  demand.  A 
few  changes  in  the  way  we  use  the 
stuff  can  shift  it  from  a  near  deficit 
to  a  slight  surplus. 

Basically,  what  we're  going  to  have 
to  do  is  restrain  ourselves— turn  down 
the  thermostat,  put  up  the  storm 
windows. 

Gibbons:  The  greatest  savings  could 
come  in  the  area  of  transportation. 
If  we  bum  a  little  less  gasoline  this 
winter,  it  means  the  refiners  can  shift 
over  and  make  a  little  bit  more  heat- 
ing oil.  If  you  save  here,  you  can  do 
something  else  over  there. 

Even  then,  we're  going  to  have  a 
big  problem  next  summer.  Our  sum- 
mer problem  with  gasoline  and  our 
winter  problem  with  heating  oil  is  not 
going  to  go  away  in  the  next  year, 
it's  going  to  be  with  us  for  a  number 


of  years.  It  will  be  ameliorated  by 
these  actions  taken  on  the  demand 
side,  it  wiU  be  partially  ameliorated 
by  the  expansion  of  existing  refineries. 

We've  had  lots  of  talk  about  energy 
taxes,  gasoline  taxes,  minimum  miles- 
per-gallon  automobiles,  excise  taxes 
that  reflect  the  miles  per  gallon  or 
the  weight.  The  problem  is  that  many 
of  these  strategies  may  not  have  been 
carefully  worked  through.  It's  intrigu- 
ing, for  instance,  to  think  about  an 
excise  tax  that  reflects  the  miles-per- 
gallon  capability  of  a  car,  but  if  it 
becomes  much  more  expensive  to  buy 
the  car  that  gets  seven  miles  to  the 
gallon,  it's  not  going  to  make  much 
difference  to  the  fat  cat,  but  it's  going 
to  keep  the  httle  guy  from  buying 
that  fancy  car,  and  that  would  be 
classed  as  regressive  public  policy.  If 
we  had  to,  I'd  rather  we  said  we're 
not  going  to  have  any  cars  on  the 
market  that  get  less  than  X  miles  per 
gallon. 

But  that  shouldn't  be  necessary. 
We  already  know  there  is  a  highly 
significant  trend  toward  the  smaller 
automobile  on  the  part  of  the  Ameri- 
can buyer,  and  we  know  the  industry 
is  responding  pretty  directly  to  this— 
Ford,  for  instance,  is  converting  one 
plant  from  standard  cars  to  compacts. 
The  system  is  beginning  to  move.  If 
it  isn't  moving  as  fast  as  it  could  or 
should,  then  maybe  we  would  want 
to  nudge  it  some,  but  I  think  it  would 
be  a  mistake  to  try  to  force  a  situation 
that's  already  on  its  way.  I  believe 
our  most  important  function  is  to  help 
make  sure  the  public  is  fully  informed 
as  to  what  their  alternatives  are.  Then 
let  the  individual  buyer  make  the  dif- 
ference in  the  marketplace. 

You  mean,  to  provide  consumers 
with  the  information  that  will  enable 
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Crane's  Deming  pumps  at  work  for  utilities  in  Michigan 


Keeping  water  in  its  place  at  tiie 
world's  largest  pumped  storage  plant. 


On  the  eastern  shore  of  Lake 
Michigan  is  the  biggest  pumped 
storage  plant  in  the  world. 
Engineered  by  Ebasco  Services,  Inc. 
for  two  utilities:  Consumers  Power 
Co.  and  Detroit  Edison  Co.  Its 
function:  to  take  water  from  Lake 
Michigan,  hold  it  in  a  huge  man-made 
reservoir  (1  mile  long  by  2  miles  wide) 
and  at  peak-power  periods  let  it  rush 
down  to  Lake  Michigan  again, 


generating  1 .9  million  kw  of  electric 
power. 

The  reservoir  dike  is  unique.  It  is 
paved  with  a  sloping  asphalt 
"sandwich"  that  is  protected  by  its 
own  internal  drainage  system.  If 
water  ever  penetrates  beneath  this 
asphalt  membrane,  it  will  be 
collected  and  swiftly  removed. To  do 
this  vital  job,  195  of  Crane's  Deming 
submersible  pumps  are  located  at 
150-foot  intervals  around  the  dike's 
perimeter.  Deming  pumps:  specially 
engineered  for  this  project  as  they 


are  for  numerous  other  demanding 
industrial  and  municipal  jobs.  Crane: 
leaders  in  products  and  technologies 
essential  to  the  nation's  energy  and 
environmental  programs.  For  further 
information  contact:  Crane  Co., 
Dept.  AD,  300  Park  Avenue,  New  York, 
New  York  10022. 
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ROYAL  RIVIERA*  PEARS 

Americas    rarest    and    finest 
truit     So  big  and   juicy  vou 
eat     em    with   a   spoon 
Net  weight  6%  lbs 
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ROYAL  GRAPEFRUIT 

Bigger'n  grade  A  ostrich 
eggs  Juicy  as  Oregon  ram 
clouds     Net    weight    10   lbs 
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HAWAIIAN  PINEAPPLES 

Two  hulapaloozers  Fully 
r  ipened  the  way  mam 
landers  hardly  ever  taste 
em    Net  weight  9  lbs 
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HOME  CANNED  FRUIT 
Uncannyi  Orchard  fresh,  in 
extra  heavy  syrup  Baked 
Pears,  Summer  Delight 
Pears  and  Oregold  Peaches 
No    2"'')  cans    Net  wi    S'-i  lbs 


OREGOLD*  PEACHES 

Family  and  friends'H  never 
forget  these  huge  Oregon 
beauties     Net   weight   6   lbs 


AMERICA'S  FAVORITE 
FAMILY  CLUB.  MONTH 
AFTER  MONTH,  RARE. 
FRESH  FRUIT,  STRAIGHT 
FROM  THE  ORCHARD. 
FOR  OVER  30  YEARS,  A 
PERFECT  PERSONAL  AND 
BUSINESS  GIFT. 
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CRISP  MOUNTAIN  APPLES 

Huge,      red     rascals       Reaiiy 
fresh    and    snappy    from    the 
cold   mountain  country 
Net  weight  7'/.  lbs 


ROYAL  ORANGES 

Rare       sunshmey       surprises 
from  the  pirate  coast    Sweet 
and     tempting 
Net  weight  6V)  lbs. 
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WILD    N  RARE">PRESERVES 

Old  fashioned  pure  fruit 
preserves  -  no  preserva 
tives  added  Four  %  lb 
tins    Net  weight  3  lbs 


GIANT  KIWI  BERRIES 

Amazing  NEW  fruit  from 
New  Zealand  Sorta  water 
melon  strawberry  flavor 
Net  weight  2V,  lbs 


LAVALLE  GRAPES 

Big.      velvety  black      Belgian 
hothouse      type       Used      to 
grow  only  for   Royalty 
Net  weight  4'/»  lbs 


EXOTIC  NECTARINES 

Plum  peachy  Big  and  blush 
mg  A  sure  fire  summer  sen 
sation     Net    weight    5'/,    lbs 


SPANISH  MELONS 


From  Valencia  m  sunny 
Spam  Exotic  and  juicy 
with  the  limes  we  include 
Net  weight  6'/'  lbs 


Month  after  month,  a  parade  of  the  world's  rarest  and  finest  fruit.  These  famous  Clubs  keep  you  in  warm, 
friendly  contact  with  kinfolk,  friends,  people  important  to  you  or  your  business.  Sent  direct  from  the  orchard 
-  so  It  costs  little,  gives  lots'  Each  gift  box  with  your  greetings.  All  announced  by  a  Certificate  of  Membership. 

We  guarantee  your  complete  satisfaction  -  or  your  money  back 

8  BOX   CLUB:  Oelighl  'em  to  pieces  again  and  again' 

Christmas.  Jan  ,  Feb  ,  May.  August,  Sept.,  Oct..  Nov 

Gift  No   151        $4995delv'd 

12  BOX  CLUB:  Flabbergasting!  A  gorgeous  gilt  every 


3  BOX   CLUB:   Surprise  'em  with  gorgeous  gift  boxes 
lof  Christmas,  January  and  February 

Gift  No   111        $1995delv'd 


5  BOX   CLUB:   i<eeps  coming  and  comingi  Christmas, 
January,  February,  May  and  September* 

Gift  No  141        $2995deiv'd 


single  month  of  the  year' 

Gilt  No   201 
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ROYAL  RIVIERA"   PEARS 

So  juicy  they'll  eat  'em  with  a  spoon! 
Handsome  gifts  you'll  never  hear  the 
last  of!  Beautifully  gift  boxed 

Gift  No.  1  (10  14  huge  pears)  $725  delvd 

Gift  No.  3  (20  25  smaller  pears)        $8^5  delvd 

Gift  No.  5  (8    9  gigantic  pears)  ...  $895  delvd 

HOW  TO  ORDER :  Just  send  us  your  list 

Enclose  check  or  money  order  (no  CODs  please) 

Tell  us  hovA/  to  sign  your  greetings  for  each  gift 


Perfect  Delivery  Guaranteed 


Send  your  oiders  to 


nOAAi/  QMcl  A^OAnd 

Box  550  A  /  Medford,  Oregon  97501 
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them  to  choose  between  a  medium' 
sized  car  getting  18  miles  to  the  gallon 
and  another  getting  six? 

Gibbons:  And  the  same  applies  to 
air-conditioners.  Getting  information 
into  the  hands  of  the  buyer  and  then 
letting  the  market  take  care  of  things 
is  a  very  important  strategy.  We  have 
not  done  as  much  as  we  could  or 
should  do,  and  certainly  we  would  be 
remiss  to  go  marching  oflF  with  more 
mandatory  things  without  first  trying 
out  the  market. 

Another  one  of  our  jobs,  I  believe, 
is  to  determine  what  the  full  costs 
of  energy  really  are,  not  just  its  price 
in  the  market.  Economists  pretty  well 
agree  that  in  many  instances  we  un- 
derprice  energy,  we  charge  less  than 
it  really  costs,  and  anything  under- 
priced  in  the  market  tends  to  be  wast- 
ed or  misused  or  misallocated.  Natural 
gas,  for  instance.  If  we  don't  free  up 
the  price  at  the  wellhead  and  let  the 
market  forces  take  care  of  it,  it's  prob- 
ably going  to  be  worth  more  than 
we're  paying  for  it.  We  ought  to 
understand  what  its  price  would  be 
in  a  free  market  system  and  then  re- 
structure the  price  to  reflect  it.  If  we 
don't,  then  we're  bound  to  have  the 
thing  misused.  One  way  to  prevent 
that  would  be  to  try  to  interpose 
some  artificiality  in  the  price  so  that 
it  reflects  that  cost  one  way  or  anoth- 
er, via  an  energy  tax,  say,  or  some- 
thing like  that. 

You  mean,  impose  a  tax  on  gas  so 
that  the  price  to  the  industrial  buyer 
would  be  about  what  he  would  pay 
for  liquefied  natural  gas,  say,  imported 
from  Algeria. 

Gibbons:  That  is  a  strategy  that  ought 
to  be  looked  into. 

What  you're  s-uggesiing  is  that  de- 
mand is  responsive  to  the  level  of 
prices,  and  that  we  can  discourage 
energy  consumption  by  manipulating 
the  price  structure.  Industrial  gas  is 
one  thing,  but  is  there  any  reason  to 
suppose  that  higher  prices  will  cause 
people  to  use  less  electricity}' 

Gibbons:  There  have  been  some  eco- 
nometric studies  of  the  elasticities  of 
demand,  and  all  have  .shown  fairly 
high  elasticities.  The  highest  were  in 
the  industrial  sector,  as  you  would 
suppose,  because  industry  is  going  to 
worry  about  lifetime  costs.  Hut  we 
don't  have  much  experience  with  ris- 
ing energy  prices.  Our  history  since 
World  War  II  has  been  one  ol   con 

FORBES,    NOVEMBER    1.    1973 


Kodak  makes  trackiiig  down  facts 
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Slip  in  the  magazine,  press  the 
buttons,  read  the  document. 

Like  a  lot  of  successful  ideas,  it's  really 
very  simple.  Kodak  has  developed  an  elec- 
tronic jnethod  called  Image  Control  that 
provides  a  means  of  locating  any  one  out  of 
thousands  of  microfilm  records  in  seconds. 

Just  look  up  the  document's  number  in 
your  index.  Select  the  appropriate  film  mag- 
azine, and  slip  it  in  the  reader.  Then  key 
in  the  number  in  the  Image  Control  unit. 

As  the  microfilm  images  flash  by  on  the 
reader  screen,  the  unit  counts  them  off  by 
index  marks,  then  stops  the  film  at  the  de- 
sired one. 


The  Recordak  Image  Control  Keyboard 
is  available  as  an  accessory  for  the 
RECORDAK  MiCROSTAR  Reader  (and 
MICROSTAR  Reader /Printer).  They're  only 
two  of  the  many  Kodak  microfilm  products 
that  can  help  your  organization  improve  its 
handling  of  information. 

Learn  all  about  it. 

Write  us  for  more  information  about 
Image  Control,  or  ask  to  have  a  Kodak  repre- 
sentative call  you.  No  obligation,  of  course. 
Eastman  Kodak  Company,  Business  Systems 
Markets  Division,  Dept.  DP789,  Rochester, 
N.Y. 14650. 
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tinuously  decreasing  energy  prices, 
and  it's  only  since  1969  that  prices 
have  begun  to  move  upwards.  In  any 
case,  when  prices  rise,  it's  clear  there's 
a  long  time-lag  factor  in  response, 
even  in  the  industrial  area.  You  only 
see  about  10%  to  15%  of  the  total 
ultimate  response  to  any  price  change 
in  the  first  year. 

When  prices  change,  people  aren't 
going  to  rewire  their  houses  or  switch 
from  electricity  to  gas.  But  the  next 
time  they  buy  a  house,  it  may  make 
a  diflFerence  which  house  they  buy  or 
how  much  insulation  they  put  in 
when  they  build.  It's  not  at  all  clear 
when  energy  price  gets  the  attention 
of  various  consumers.  In  industry,  en- 
ergy investment  is  maybe  3%  of  the 
final  product  price,  and  it  probably 
receives  only  that  much  of  the  indus- 
trialist's attention  when  he  worries 
about  his  prices.  When  that  doubles, 
his  attention  at  least  doubles.  And 
the  same  for  the  homeowner:. 

Couldn't  something  be  done  to  im- 
prove the  efficiency  of  the  utilities 
themselves?  There  ought  to  be  enor- 
mous savings  possible  in  this  area. 

Gibbons:  Yes.  It  would  also  be  in- 
teresting to  leverage  a  utility's  earn- 
ing power  by  how  efficient  it  was, 
and  it  seems  to  me  that  the  utilities 
and  utility  commissions  might  want 
to  think  one  of  these  days  about  ways 
of  rewarding  utilities  for  being  highly 
efficient— in  addition  to  the  usual  re- 
turn on  their  capital  base.  This  would 
take  a  lot  of  study,  but  we  need  to 
look  at  ways  of  making  rewards  so 
the  utilities'  executives  will  be  moti- 
vated to  really  think  about  their 
efficiency.  Right  now,  I  don't  see  why 
they  should  be  concerned  about  it. 

The  big  problem  we  have  with 
utilities  is  the  variable  demand  for 
electricity,  peak  loads  and  valley 
loads,  daily  loads  and  weekly  loads, 
the  so-called  seasonal  load;  it's  both 
costly  and  wasteful  to  gear  up  for 
these  extra  surges  of  demand.  One 
solution  would  be  to  up  the  use  of 
electricity  in  off-peak  hours,  in  the 
middle  of  the  night,  say,  and  this  is 
what  the  Europeans  do,  running  a 
lot  of  electric  furnaces  routinely  only 
at  night.  We  don't  tend  to  do  that 
because  we  don't  get  enough  of  a 
break  to  make  up  for  the  differential 
in  labor  costs.  But  there's  something 
we  can  do  to  reduce  the  summer 
peak  that's  been  largely  created  by 
air-conditioning,  and  that  is  to  set 
some  minimum  standard  of  perfor- 
mance for  air-conditioning  equipment. 


Just  as  we  have  minimum  safety 
standards,  I'd  say  it's  a  defensible  na- 
tional need  to  say  to  a  manufacturer: 
Look,  if  you  want  to  deal  in  inter- 
state commerce,  you'll  have  to  pro- 
duce a  product  that  will  deliver  at  a 
minimum  nine  BTUs  per  watt-hour. 
Now  we  know  there  are  air-condi- 
tioners on  the  market  at  12  BTUs 
per  watt-hour,  but  they're  also  on 
the  market  at  4.5,  and  the  way  they 
get  on  the  market  at  4.5  is  they  skimp 
on  materials  to  shave  the  pmchase 
price  a  little  and  do  it  in  ways  that 
play  hell  with  operating  costs. 

I  think  a  lot  of  manufacturers 
would  be  happy  to  see  some  kind  of 
minimum  standard  of  performance  so 
that  they  wouldn't  have  to  compete 
with  those  low-performance  lines. 
Suppose  ten  years  ago  we  had  said 
we're  going  to  have  as  our  standard 
nine  BTUs  per  watt-hour,  instead  of 
six,  which  is  the  current  average— and 
nine  is  easily  attainable.  Had  we  done 
this,  our  national  peak  electrical  load 
last  August  would  have  been  7,000 
megawatts  less.  That's  a  reduction  on 
the  order  of  2)2%  to  3%,  equivalent 
to  seven  huge  modem  power  plants. 

It  would  take  five  years  to  achieve 
this,  what  with  phasing  out  the  old 
units.  But  we  would  trade  a  bit  of 
copper  and  aluminum  in  the  radia- 
tors and  a  little  better  built  motors 
for  this  tremendously  difficult  peak 
load.  I  think  it's  a  good  trade  since 
you  deliver  the  same  amenity  for 
virtually  the  same  price.  What  we 
are  doing  irr  the  energy  game,  it  seems 
to  me,  is  to  alter  demand  by  trading 
materials  or  time  for  energy. 

I'll  give  you  an  example  for  time— 
what  the  American  airlines  did  this 
summer.  They  claim  to  have  shaved 
0.02  mach  off  jet  aircraft  speeds, 
slowed  their  schedules  by  eight  or 
nine  minutes  on  a  flight  between  New 
York  arrd  San  Francisco.  It's  a  change 
so  minuscule  no  one  is  going  to  notice 
it.  The  annual  savings  are  not  gigantic, 
but  we  now  are  saving  a  million  bar- 
rels of  oil  a  year  by  just  that  one  very 
small  tactic.  So  these  two  examples 
suggest  the  kind  of  trades  we  can  be 
making,  none  of  which  is  goiirg  to  bail 
irs  out,  but  several  of  which  can  go 
a  long  way  toward  bailing  us  out. 

My  gut  feeling  at  this  point  is  that 
a  concerted  look  on  the  part  of  in- 
dustry will  provide  an  almost  imme- 
diate opportunity  for  dollar  savings 
in  energy.  Du  Pont  and  Dow  C-liemi- 
cal,  for  instance,  have  already  gone 
back  and  looked  at  how  energy  is 
used  in  their  factor-ies  and  started 
tightening  up:    looking  at   the  steam 
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Forget  what  you've  heard.The  concept  has 
made  us  a  billion  dollar  corporation. 


By  keeping  all  of  our  affiliates  in 
the  field  of  financial  services,  we 
save  time,  money  and  costly 
mistakes. 

We're  Richmond  Corporation, 
a  holding  company  with  eleven 
affiliates  in  insurance,  mutual 
funds,  real  estate  and  alUed  finan- 
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Look  into  us  for  all  we're  worth. 


Richmond  Corporation.  914  Capitol  St  ,  Richmond,  Virginia  23219-/The  Life  Insurance  Company  of  Virginia/Lawyers  Title  Insurance  Corporation/ Leatherby 
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*  Adjusted  for  two-for-one  stock  split  May  17.  1973 
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traps,  boiler  maintenance,  among  oth- 
er things  they  never  ever  really  wor- 
ried much  about  before.  They're  get- 
ting over  10%  savings  in  energy,  some 
as  high  as  20%  ultimately.  So  they 
can  increase  their  profit  margins  and 
make  some  significant  short-range 
moves  on  the  demand  side.  The  more 
industries  that  do  that,  the  easier  we'll 
get  through  this  winter. 

Do  you  see  any  possibility  that  the 
U.S.'  largest  user  of  industrial  power 
—the  aluminum  industry— can  make 
any  significant  energy  savings? 

Gibbons:  If  you  changed  to  a  system 
where  aluminum  was  recycled,  then 
you  could  save,  as  I  recall,  95%  of  the 
energy  investment  required  for  the  en- 
tire process.  I  am  also  concerned  about 
the  rate  at  which  aluminum  companies 
will  want  to  write  off  their  current 
low-efficiency  reduction  plants  and 
move  to  the  new  process  Alcoa  is 
developing  that  is  expected  to  use  30% 
less  power  than  the  most  efficient 
existing  plant.  I  would  hope  that  the 
increasing  costs  of  energy  would  ac- 
celerate the  process,  but  they  might 
also  be  able  to  come  in  and  say:  Give 
us  a  faster  write-off  on  these  older, 
more  energy  intensive  devices  so  we 
can  move  more  quickly  to  modernize. 

So  ithat's  the  potential  overall?  How 
much  energy  can  we  hope  to  save 
and  how  long  is  it  going  to  take  us 
to  do  so? 

Gibbons:  There  have  been  a  number 
of  estimates,  and  they  all  suggest  we 
could  maintain  our  present  standard 
of  living  with  somewhere  between  30% 
and  50%  less  energy  by  trading  ma- 
terials, time,  some  modes  of  travel, 
and  some  small  life-style  changes. 

The  question  is:  What  extent  of 
time  would  it  take  to  get  there?  It 
could  be  30  years.  It  would  certainly 
be  15  years  or  more.  I  do  know  that, 
if  the  average  life  of  an  air-condition- 
er is  five  years,  it's  going  to  take  at 
least  five  years  before  you  see  a  major 
effect  in  the  market  from  setting  mini- 
mum standards. 

Now  if  we  contemplate  total  energy 
demand  as  constantly  and  indefinitely 
growing  at  4%  and  5%  a  year,  then 
a  gain  of  30%  to  50%  would  only 
'buy'  us  a  few  years.  Maybe  ten.  So 
I  think  ultimately  we  need  to  think 
about  altering  our  long-range  growth. 
When  you  look  at  it  in  terms  of  the 
growth  of  civilization,  that  growth 
rate  is  essentially  an  impo.ssible  horse 
for  us  to  try  to  keep  riding.   ■ 
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How  Hasselblad 
ensures  that  what  you 
iswhatyouget. 


HASS€LBLAD 

P  A  I  I  I  A  R  D 

10  YEARS  OF  SPACE  PHOTOGRAPHY 


a.  The  Hasselblad  picture  size  is  a  big  2Va". 
And  you  get  to  see  your  image  full-size,  on  a 
274  "  groundglass.  Which  makes  for  perfect  com- 
position and  framing,  focusing,  depth-of-field— 
because  you  can  really  see  what  you're  doing! 

b.  And  if  you  want  to  focus  even  more  precisely, 
our  pop-up  groundglass  magnifier  will  do  it. 

c.  If  you'd  like  a  little  help  in  figuring  out  expo- 
sures, just  attach  our  unique  exposure  meter 
winding  knob.  Transfer  the  light  meter  reading 
to  your  Carl  Zeiss  lens  and  you  will  find  that  the 
f-stop  and  shutter  speeds  are  neatly  linked  to- 
gether to  give  you  a  simple  choice  of  depth- 
of-field  and  action  stopping  ability  for  perfect 
exposures  every  time. 


The  System 


d.  And  each  lens  has  its  own  moveable  depth- 
of-field  indicators,  so  that  tricky  calculation  is 
always  done  for  you  quickly  and  automatically. 

These  together  ensure  that  anyone  who  has 
the  eye  to  see  a  good  picture,  can  in  fact  get 
that  good  picture. ..  even  if  his  technical  knowl- 
edge is  not  yet  very  advanced. 

And  the  quality  of  that  finished  photograph 
will  tell  yoij  why  you  see  Hasselblads  walking 
around  on  so  many  professional  shoulders.  Be- 
cause the  fine  optics,  plus  the  enormous  range 
of  precision  accessories,  help  produce  the  kind 
of  picture  quality  they  need  for  enlarging  and 
reproducing. 

If  you're  still  a  bit  in  awe  of  the  Hasselblad 
mystique,  remember  the  astronauts.  They  were 
professional  spacemen  not  professional  photog- 
raphers, working  in  clumsy  gloves  and  way-out 
conditions.  Yet  they  came  back  with  a  stunning 
picture  show.  Because  their  camera  was  the 
professional  one.  The  infallible  Hasselblad. 

The  photograph  above  was  taken  with  a 
Hasselblad  from  Apollo  17.  For  a  15"x15"  color 
reproduction  of  this  NASA  photograph  send  us 
$1  or  write  for  a  free  54-page  color  catalog  to 
Paillard  Incorporated,  1900  Lower  Road,  Linden, 
New  Jersey  07036.  Other  products:  Bolex  movie 
equipment. 


The  Money  Men 


Is  There  Any  Place 
To  Hide? 


Frank  J.  Hoenemeyer,  an  unassuming  but  decidedly 
strong-minded  man  of  54,  manages  one  of  the  largest 
pools  of  capital  in  the  U.S.  As  executive  vice  president- 
investments  of  Prudential  Insurance  Co.  of  America,  he 
runs  $35  billion— give  or  take  a  billion. 

This  year  alone,  Hoenemeyer  will  have  around  $4  bil- 
lion in  new  money  to  put  to  work. 

Of  the  Pru's  funds,  about  $2  billion  is  in  common  stocks 
held  for  its  own  account,  while  another  $3  billion  is  in 
common  stocks  that  it  invests  for  pension  funds.  Pru's 
stock  market  money  is  spread  over  about  250  issues. 

Because  it  is  so  big,  the  Pru  can't  play  the  market 
for  the  short  or  medium  swings.  It  must  go  in  for  the 
long  pull.  If  it  tried  to  sell  quickly  or  buy  quickly,  it  could 
clobber  the  market. 

And  that  is  why  we  went  to  see  Hoenemeyer.  We 
wanted  to  "know  what  the  long  view  looked  like  to 
the  Pru. 

Do  stocks  look  good  for  the  long  pull?  How  much  of 
the  $4  billion  in  new  money  would  go  into  stocks?  we 
began,  taking  a  seat  in  Hoenemeyer's  office  in  Pruden- 
tial's headquarters  building  in  Newark,  N.J. 

"I  guess  people  always  think  the  present  is  more  con- 
fusing than  the  past,"  said  Hoenemeyer.  "But  right  now 
I  think  it's  very  difficult  to  know  what  to  do  investment- 
wise.  The  underlying  problem  is  inflation,"  he  went  on. 
"I'm  very  pessimistic  about  the  prospects  of  our  curing  in- 
flation, and  I  get  more  pessimistic  every  day.  I'm  afraid 
at  the  moment  we're  going  from  demand-pull  inflation  back 
to  cost-push  inflation." 

Hoenemeyer  is  worried  that  we  have  been  treating  in- 
flation with  medicine  that  is  much  too  mild.  He  worries 
that  the  steady  inflow  of  all  those  cheap,  foreign-held 
dollars  into  already  booming  U.S.  markets  may  continue 
to  undermine  the  effectiveness  of  the  cures. 

"The  trouble  is,  this  inflation  is  a  worldwide  phenome- 
non," Hoenemeyer  said.  "Two  or  three  years  ago,  the  Eu- 
ropeans were  very  critical  because  we  were  exporting  our 
inflation  to  them.  Well,  now  they're  exporting  their  infla- 
tion to  us." 

The  likely  result?  Hoenemeyer  predicted  "stagflation." 
The  worst  of  both  worlds— a  business  downturn  coupled 
with  continuing  inflation  of  around  4%. 

According  to  the  conventional  wisdom,  we  remarked, 
common  stocks  are  still  the  best  hedge  against  inflation. 
Was  the  Pru,  therefore,  investing  more  heavily  in  common 
stocks  this  year? 

Hoenemeyer's  answer  will  hardly  please  the  bulls  among 
us:  "As  a  percentage  of  total  investible  funds,  we  were 
putting  more  money  into  common  stocks  five  years  ago 
than  we  are  today.  Over  the  past  five  years  common 
stocks  just  have  not  been  a  protection  against  inflation  at 
a  time  when  inflation  was  at  its  worst.  So  in  the  equity 
area,  we've  de-emphasized  common  stocks  and  greatly  in- 
creased our  investment  in  owned  real  estate. 

"Once  you  have  inflation  of  4%  or  worse,  I  think  there's 
a  real  question  as  to  whether  common  stocks  are  a  hedge 
against  it.  Look,  it's  simple  arithmetic.  In  the  mid-Sixties 
and  before,  you  were  getting  a  9%  to  10%  return  on  com- 
mon stocks,  capital  gains  plus  dividends,  and  you  had 
inflation  of  2%.  But  in  the  last  five  or  six  years,  you're  get- 


Hoenemeyer  of  Prudential 


ting  9%  on  your  common  stock  and  you  have  a  4%  to 
5%  rate  of  inflation.  So  your  net  yield,  after  inflation,  has 
been  substantially  reduced. 

"I  suspect  the  conventional  wisdom  contemplated  in- 
flation of  only  2%;  that  used  to  be  considered  high  infla- 
tion back  in  the  Fifties  and  early  Sixties,"  Hoenemeyer  re- 
plied. "At  that  level  people  can  adjust  to  it.  Prices  go  up 
gradually,  and  so  do  profits.  But  when  you  get  inflation  of 
4%  or  more— when  you  get  the  kind  of  shocking  price  in- 
creases we've  been  seeing  this  year— then  that,  to  me,  is 
something  substantially  different.  It  becomes  increasingly 
difficult  for  corporations  to  pass  along  price  increases— 
either  because  of  price  controls,  jaw-boning  or  customer 
resistance.  So  their  profit  margins  narrow.  And  their  earn- 
ings growth  is  reduced. " 

But  was  that  really  so,  we  asked?  Corporate  profits  in 
the  first  half  were  up  50%  or  so. 

A  temporary  phenomenon,  Hoenemeyer  replied.  "When 
a  company  goes  from  70%  of  capacity  to  90%  of  capacity, 
it  picks  up  a  lot  of  productivity  improvement,  so  it  can 
show  a  significant  improvement  in  earnings.  But  once  it's 
up  near  capacity  and  you  have  a  continuation  of  inflation, 
then  it  gets  increasingly  difficult  to  pass  on  price  increases. 
We'll  see  this  happening  next  year." 

Another  thing  bothers  Hoenemeyer:  the  high  debt  lev- 
els of  most  U.S.  coiporations.  Again,  the  culprit  is  inflation. 

"Inflation  requires  that  a  corporation  do  more  and  more 
financing  that  adds  to  its  debt  and  hurts  its  credit  stand- 
ing," he  said.  "Certainly  you're  getting  to  the  point  where 
there's  very  little  leeway  in  the  amount  of  debt  many 
companies  can  handle. 

"Look  at  the  utilities.  They've  reached  the  point  where 
they've  got  to  do  something  about  their  debt/equit>-  ratios. 
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It  took  a  tmek-trailer 
to  get  it  (bare. 


Practically  everything  that  moves  into  outer  space 

was  moved  first  by  trucks  and  trailers.  Because  trucks  and  trailers  are 

still  the  most  versatile  method  on  earth  for  moving  goods. 


£iViidhaiif  .^l» 


DETROIT,  MICHIGAN  48232 


AMERICAN  TRUCKING  INDUSTRY 


27waysagreaj 

can  hell 


Most  executives  consider  lending  money  to  be  the 
most  important  function  of  a  bank.  And  it  is  not  suiprising. 
Particularly  in  times  of  tight  money. 

This,  we  find,  works  to  our  advantage.  For  we  are 
known  for  one  characteristic. 

If  you  are  our  customer,  we  are  your  bank. 
And  we  never  foi'get. 

Money:  The  biggest  help  of  all. 

1.  We  make  loans.  All  kinds  of  loans. 

Some  banks  rely  on  loan  committees  and  reviews. 
We  say  there  is  a  faster  way.  It  is  letting  the  loan  officer 
and  the  customer  work  out  their  loan  face-to-face.  Forget 
the  red  tape.  Use  common  sense.  We  think  the  right  loan 
makes  sense  to  you  and  to  us. 

It  is  an  uncomplicated  approach.  And  it  works. 

But  there  is  far  more  to  a  great  money  center  bank 
than  lending  money. 

A  money  center  bank:  The  iceberg  concept. 

Most  banks  can  help  with  money.  But  credit  is  seldom 
the  factor  that  distinguishes  banks.  Foi-  a  bank  to  really 
help  you  compete,  it  has  to  look  beyond  your 
borrowing  needs. 

A  great  money  center  bank  will  prove  this. 

By  the  complete  range  of  services  it  offers.  By  the 
innovative  and  responsive  ways  it  performs  those  services. 
By  the  way  it  supplies  you  with  new  and  competitive  ideas 
for  the  whole  scope  of  your  business. 

And  perhaps,  most  of  all,  by  the  way  it  finds  subtle 
methods  to  perfonn  the  simple  functions  more 
competitively. 

Cash  management:  Making  your  money  work 
harder. 

The  difference  in  cash  management,  for  example,  is 
not  so  much  what  is  done.  But  how  it  is  done.  That  kind  of 
difference  sets  the  great  banks  apart. 

2.  Collection  is  how  we  gather  your  funds.  We  use 
every  technique  that  makes  sense.  Depository  transfer 
checks.  Cash  mobilization.  Lock  boxes.  Wire  transfei-s. 
Whatever  will  get  your  money  into  your  account  fastest. 

Our  approach  to  cash  management  makes  your 
money  work  harder: 

3.  Our  Automated  Zero  Balance  Disbursing  System 
concentrates  your  cash,  reduces  impressed  balance  levels, 
impioves  control,  and  lengthens  disbursing  float. 

4.  A  Balance  and  Activity  Report  gives  you  a 
monthly,  no-nonsense  analysis  of  your  account. 

5.  Summarization  and  Sorting  Services  provide 
status  reports  on  all  your  disbursing  activities. 

6.  The  Automatic  Investment  Facility  skims  off 
money  you  don't  need  for  daily  business  and  puts  it  into 
short  term  investments. 

A  word  about  making  your  money  make  money. 

Wlienever  your  corporation  has  idle  cash  or  near  cash 


items,  our  Bond  Department  can  help  manage  them  mon 
profitably. 

7.  We  compete  in  all  segments  of  the  money  market 
trading  in,  or  executing  orders  for,  all  money  market 
insti-uments— CD's,  commercial  paper,  banker's 
acceptances,  repurchase  and  resale  agreements,  U.S. 
Treasuries,  Federal  Agency  securities,  and  short  term 
tax  exempt  notes. 

Corporate  Finance  Division:  Competing  where 
banks  usually  don't  compete. 

The  corporation  seeking  financial  help  must  look  for 
the  best  short  and  long  term  financing  alternatives.  Only 
the  full  resources  of  a  money  center  bank  can  provide 
those  alternatives. 

8.  Through  the  Financial  Advisory  Sei^dce,  we  act  a 
financial  advisor  to  companies  in  connection  with  the 
structuring  and  private  placement  of  long  term  financing 
with  institutional  investors,  including  Title  XI  bonds  for 
ship  financing. 

9.  Working  with  the  lending  divisions,  and  Fii-st 
Chicago  subsidiaries,  we  can  combine  your  bank  financinj 
with  institutional  financing  in  one  package. 

10.  Our  Merger  and  Acquisition  Services  advise  the  i 
seller  of  his  real  market  value,  locate  and  evaluate  logical 
buyers,  and  identify  tax  and  accounting  implications. 
Corporations  throughout  the  world  provide  our  lending 
divisions  with  their  merger  and  acquisition  criteria. 

All  Trust  Departments  are  not  alike. 

One  measure  of  a  money  center  bank  is  its  ability  am 
willingness  to  compete  in  any  area  of  trust  services. 

11.  At  a  time  when  many  banks  are  getting  out  of 
stock  transfer,  our  system  is  becoming  more  pereonal, 
faster,  and  more  accurate  than  ever  before.  It  includes 
dividend  reinvestment  and  shareholder  stock  purchase 
services. 

12.  We're  committed  to  pension  and  profit  sharing 
management.  We're  the  sixth  largest  retirement  fund 
manager  in  the  countiy.  We  serve  as  advisor  to  a  publicly  ' 
owned  bond  fund.  We  have  a  new  commingled  real  estate 
fund.  And  our  equity  portfolio  managers  gain  an  edge  wit , 
our  computer  Portfolio  Composition  System. 

13.  We  serve  as  tmstee  for  debt  securities  anywhon 
in  the  world.  We  handle  the  security  processing  for  any 
kind  of  merger,  acquisition  or  tender  offer.  , 

Equity  capital:  Start*ups,  buyouts,  and  private  ' 
placements. 

14.  First  Capital  Corporation,  our  small  business 
investment  company,  and  First  Chicago  Investment 
Corporation  provide  equity  investments  for  divestitures,  , 
joint  ventures,  partnerships,  and  other  special  situations. « 

Through  these  companies  we  supply  capital  using      j 
subordinated  debentures,  convertible  prefeired  stock,  am' 


non^  center  bank 
fou  compete. 


;r  custom-tailored  debt  and  equity  arrangements. 
Ii  domestically  and  internationally. 

al  Estate:  Competing  from  the  ground  up. 

15.  First  Chicago  Realty  Services  Corporation,  I.  J. 
•kin  &  Company,  and  the  Real  Estate  Lending  Division 
r  the  complete  range  of  financing  services  from  short 

fi  loans  to  permanent  financing. 

These  are  land  loans.  Development  loans.  Construction 
is.  Gap  loans.  Permanent  loans.  Specialized  loans,  such 
jndominium  conversions. 

Through  these  companies  we  have  the  capability  to 
die  real  estate  development  anywhere  in  the  country, 
through  First  Chicago  Limited  and  our  branch 
em,  anywhere  in  the  world. 
Our  real  estate  services  go  beyond  lending  money. 

16.  Real  Estate  Research  Corporation  can  provide 
''aisals,  market  and  financial  feasibility  studies, 
tion  studies,  and  consultation  from  13  oflSces  across 
country. 

ising:  A  very  competitive  alternative. 

If  you  have  better  and  more  profitable  ways  to  use 
tal,  consider  leasing. 

17.  First  Chicago  Leasing  Corporation  arranges 
idard  leases,  providing  100%  long  term  financing. 

shapes  them  specifically  for  your  company. 

18.  An-anges  a  leasing  line  of  credit  to  help  you  lease 
riety  of  equipment  over  a  long  period  of  time. 

19.  Develops  leveraged  leases  and  lease  und^rwiiting 
nulti-million  dollar  transactions. 

20.  Sets  up  ship  charters  which  utilize  Title  XI 
ncing. 

21.  Designs  vendor  lease  programs  to  make  lease 
ncing  available  to  your  customers. 

22.  Does  facility  financing,  turn-key  financing,  and 
;hase/leaseback  of  existing  facilities. 

And  we  can  help  you  do  business  anywhere  in  the 
Id. 

y  competitive  advantages  overseas. 

23.  We  were  the  first  American  bank  to  start  a 
lly-owned  merchant  bank  from  scratch  in  London. 


First  Chicago  Ltd.  ^ves  us  the  opportunity  for  creative 
financings  — Euro  Commercial  Paper,  Euro  Bonds,  Euro 
Loans  — for  international  corporations  anywhere  in  the 
world. 

24.  First  Chicago  Ltd.  can  give  you  a  world-wide 
package  of  corporate  financial  services  utilizing  First 
Chicago  subsidiaries  anywhere  in  the  woi'ld.  Ranging  from 
venture  capital  and  specialized  industry  financing  to 
regular  merchant  bank  placements. 

Where  you  compete,  we  compete. 

Since  1965,  we  have  opened  37  new  branches, 
subsidiaries  and  offices  outside  the  United  States.  Today 
we  operate  in  24  countries. 

But  overseas,  as  in  America,  what  sets  us  apart  is  our 
competitive  philosophy. 

We  manage  our  own  branches  and  offices. 

That  makes  us  quicker  and  more  responsive.  It 
usually  enables  our  international  bankers  to  have  a 
higher  loan  limit  than  the  competition. 

It  means  that  we  can  promise  these  things: 

25.  Each  branch  and  office  offers  a  full  range 

of  services,  including  many  that  banks  less  involved  in 
international  banking  can't  offer. 

26.  We  know  the  economic  situation  and  business 
climate  of  each  world-wide  money  center.  To  give  you  the 
most  competitive  finance  package,  we  work  with 
EximBank,  FCIA,  and  PEFCO. 

27.  We  can  combine  several  financial  services  by 
utilizing  our  merchant  bank,  finance  companies,  and 
leasing  subsidiaries,  often  with  terms  beyond  the  norm. 

Staying  ahead. 

Competition  is  a  reality. 

To  keep  ahead  of  your  competitors  you  have  to  do 
things  better.  Take  a  good  idea  a  step  further.  That's 
exactly  the  way  First  Chicago  is  organized  and  managed. 
To  be  pragmatic,  direct  and  responsive. 

Providing  all  the  financial  services  you'll  need, 
worldwide,  in  a  total  package,  from  a  single  source. 
To  help  you  compete. 

If  that  way  of  doing  business  makes  sense  to  you, 
we  think  alike. 


he  First  National  Bank  of  Cliicago  @ 
\bu  compete.  We  compete. 

First  National  Bank  of  Chicago,  First  Chicago  Corporation  subsidiary,  has  installations  in  Amsterdam,  Athens,  Beirut,  Bogota, 
jels,  Dublin,  Diisseldorf,  Frankfurt,  Geneva,  Guatemala  City,  Hong  Kong,  Jakarta,  Kingston,  London,  Madrid,  Mexico  City,  Milan, 
>bi,  Panama  City,  Paris,  Rome,  Sao  Paulo,  Singapore,  Stockholm,  Sydney,  Tokyo  and  Toronto.  In  New  York:  First  Chicago  Inter- 
hal  Banking  Corporation.  First  Chicago  International,  Los  Angeles.  First  Chicago  Leasing  Corporation:  installations  in  Chicago, 

New  York,  London  and  Toronto.  Member  F.D.I.C. 


On  the  common  stock  of 

October  19,  A.  B.  Dick  Company 

1973  was  admitted  to 

trading  on  the  New  York 
Stock  Exchange 


Trading  Symbol 


ABD 


A.  B.  Dick  Company  is  a  world  leader  in  the  manufacture  and  distribution 
of  copying,  duplicating,  electronic  and  conventional  printing  systems, 
equipment  and  supplies. 


1973 

1972 

1971 

Six  Months 

(Unaudited) 

Sales 

$111,070,000 

$190,525,000 

$165,927,000 

Net  Earnings 

5,965,000 

9,494,000 

6.867,000 

Earnings  Per 

Common  Share 

1.00 

1.61 

1.14 

ABDICK 


A.  B.  Dick  Company, 

5700  Touhy  Avenue,  Chicago, 


inois  60648 


BANKERS 

Makes  Available 

$15,000,000 

Loan  Fund  To 

EXECUTIVES 

Unsecured  Note  Loans  Entirely  by  Mail 
Borrow  $1,000,  $2,000.  $3,000  or  More! 

We  offer  note  loans  nationally  to  business 
executives  on  an  unsecured  basis,  entirely  by 
mail.  This  supplementary  source  of  personal  credit 
to  executives  is  emphatically  confidential.  No 
inquiries  are  made  of  your  banking  affiliations  or 
business  associates;  we  do  not  require  collateral 
or  endorsers.  Our  sen/ice  is  as  fast  as  airmail  and 
as  convenient  as  the  installment  loan  department 
at  your  own  bank.  You  are  invited  to  compare  our 
Annual  Percentage  Rate  with  other  companies 
lending  money  by  mail  and  your  local  bank. 

Complete  and  mail    -  bXivkeirs''' 
coupon  or  phone  collect  IINVESTMElvr 
today  for  full  information.  ^^^9^^^^' 

BANKERS  INVESTMENT  COMPANY 

PHONE  (316)  6624431 

Bankers  Investment  Bldg..  Div  F03  •    Hutchinson,  Kins  67J01 

Mr.  A.  J  Willen 

UNURS  INVESTMENT  CO..  Di«    F03 

Binliers  Itiv,  BIdj.,  Hutchinson,  Kins  67501 


AMOUNT  I  NEED 


Pleise  rush  infotmition  mil  mailloin  papers  in  pliin  envelope. 
N»me  


Addrcts  . 

City 


Sttte . 


Zip. 


NIAGARA 

SHARE 

CORPORATION 

A  diversified  closed-end  investment 
company,  whose  objective  is  growth 
of  capital  in  excess  of  the  rate  of 
inflation. 

•  Superior  long-term  record  — low 
portfolio  turnover 

•  Independently  managed 

•  Management  has  a  substantial  in- 
vestment in  the  Corporations 
stock 

•  Dividends  paid  continuously  for 
over  35  years 

•  $132  million  net  assets  on  Sep- 
tember 30,  1973. 

•  Shareslistedon  the  New  York 
Stock  Exchange. 

To  review  Niagara  Share's  recent 
and  long-term  record,  please  mail  the 
coupon  below  for  our  latest  reports. 


NIAGARA  SHARE  CORPORATION 

70  Niagara  St,  Buffalo,  N.  Y.  14202 
Send  me  your  latest  reports.  fi 

Name 

Address 


-Zip- 


The  Money  Men 


So  a  lot  of  them  have  been  seUing 
preferred  stock,  because  their  com- 
mon is  so  doggoned  low— I  mean,  at 
book  or  at  eight  to  nine  times  earnings, 
which  is  a  12%  cost  of  money.  But 
eventually  they're  going  to  have  to 
float  more  common  stock.  And  they're 
^oing  to  have  to  pay  for  it. 

"All  in  all,  we're  just  not  sure  about 
common  stocks  now,  and  we're  won- 
dering what's  going  to  happen  in  the 
future  to  make  the  situation  any  dif- 
ferent. That's  why  over  the  past  four 
or  five  years  we've  been  concentrating 
more  and  more  on  owned  real  estate." 

This  year  the  Pru  was  putting  about 
$100  million  into  owned  real  estate, 
which  now  accounts  for  over  $1  billion 
of  Hoenemeyer's  $35-billion  portfo- 
lio. This  is  something  of  a  departure. 
Traditionally,  insurance  companies 
were  lenders  on  real  estate:  If  they 
owned  it,  it  was  through  foreclosure. 
But  this  is  changing. 

The  money  going  into  owned  real 
estate  is  still  less  than  the  $200  mil- 
lion Hoenemeyer  was  putting  into 
common  stocks  for  its  own  account 
(as  opposed  to  Separate  Account  pen- 
sion fund  money),  we  remarked.  And 
common  stocks  accounted  for  over  $2 
billion  of  his  portfolio— double  the 
owned  real  estate. 

"Well,  I'm  not  convinced  that  real 
estate  is  a  sure-fire  hedge  against  in- 
flation, either,"  Hoenemeyer  replied. 
"On  the  apartment  buildings  we  own, 
we  worry  about  rent  control,  and  on 
the  shopping  centers  and  other  com- 
mercial buildings  we  have  to  offer 
long  20-year  leases.  That's  why  I 
think  we  ought  to  ride  both  horses." 

The  Pru's  recent  entry  into  the  field 
made  it  hard  to  tell,  but  the  retuins 
on  owned  real  estate  looked  much 
better  than  the  traditional  9%  on  com- 
mon stocks,  he  added.  "We're  looking 
for  10.5%  to  11%  on  owned  real  es- 
tate, assuming  2%  inflation.  If  this 
higher  inflation  continues,  of  course, 
that  figure  will  be  much  higher." 

Of  course,  there  are  restrictions  on 
the  amount  of  real  estate  and  common 
stocks  the  Pru  can  own.  Under  New 
York  law  no  more  than  10%  of  its 
assets  or  half  of  reserves  can  be  in 
stocks,  and  about  the  same  for  real 
estate.  Most  of  its  assets,  of  course, 
are  in  fixed-income  securities  like 
mortgages  ($11  billion)  and  private 
placements  ($12.4  billion).  But 
whereas  common  stocks  were  near 
their  upper  limit,  the  Pru  can  add 
much  more  real  estate  before  bump- 
ing up  against  that  limit.  At  least  $1 
billion  more  at  present  assets  levels. 

The  other  area   that   the   Pru   has 
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been  emphasizing  is  private-place- 
ment bonds.  And  for  good  reason.  "In 
recent  years  private-placement  bonds 
have  given  us  a  better  return  than 
both  mortgages  and  stocks,"  said 
Hoenemeyer.  This  is  a  market  the  big 
insurance  companies  have  pretty  much 
to  themselves  these  days.  "The  banks 
have  gotten  out  of  private  placements 
in  running  their  pension  funds  be- 
cause from  time  to  time  they  do  have 
to  hquidate.  Now  we  don't  have  to 
do  that,  you  see." 

The  cream  of  that  market,  Hoene- 
meyer went  on,  is  the  small  compa- 
nies with  sales  of  $10  million  or  less 
that  want  to  borrow  up  to  $2.5  mil- 
lion for  15  to  20  years.  But  they  can't 
float  their  own  bonds  like  larger  list- 
ed companies.  So,  often  on  the  advice 
of  their  banks,  who  hope  to  take  only 
the  first  five  years  of  such  borrowings, 
they  come  to  the  Prudential.  Result: 
The  Pru  can  charge  them  anywhere 
from  1%  to  2%  more  for  that  money 
(8.5%  to  9.5%  presentiy)  than  a  larger 
company  would  have  to  pay— and  the 
companies  are  happy  to  get  it. 

"We  do  take  more  risks  than  most 
institutions  in  private  placements,  but 
then  it's  worked  out  very  well  for  us," 
Hoenemeyer  concluded. 

It  certairJy  has.  Thanks  in  part  to 
this  success  with  private  placements, 
Hoenemeyer  has  typically  kept  the 
Pru  second  or  third  (Teachers  Insur- 
ance &  Annuity  Association  is  first) 
among  the  15  major  insurance  compa- 
nies in  its  investment  results.  Last  year's 
yield  of  5.96%  was  30  basis  points  bet- 
ter than  the  estimated  average  port- 
folio yield  of  all  other  life  insurance 
companies.  Putting  that  in  dollars. 
Prudential  policyholders  had  the 
equivalent  of  $84  million  more  work- 
ing for  them,  thanks  to  Hoenemeyer 's 
superior  performance,  than  they  would 
if  Prudential  had  turned  in  an  aver- 
age performance  on  its  investments. 

One  last  question  for  Hoenemeyer: 
Have  you  handled  your  personal  in- 
vestments as  you  have  the  Pru's? 

"I'm  lij^e  the  proverbial  shoemaker's 
son,"  Hoenemeyer  replied.  "In  my 
common  stock  investments  I  tend  to 
be  fairly  wild.  I've  got  so  much  con- 
servatism built  into  my  financial  pic- 
ture that  I  can  aflFord  to  be.  And  also, 
because  of  conflict  of  interests,  I've 
got  to  be  Qixtremely  careful  about  the 
things  I  buy.  I  can't  really  buy  any- 
thing the  Prudential  is  in.  So  I  cant 
invest  conservatively." 

How  about  an  example  of  one  of 
those  "wild"  investments,  we  asked. 

"Oh,  no!"  Hoenemeyer  begged  off. 
"I'm  not  going  to  expose  myself!"  ■ 
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Give  her  one  letter 
to  write 


We'll  send  you 

information  on  all  these  services: 

Real  Estate,  Insurance.  Warehousing. 

Transportation.  Distribution.  Canton  Company  is  actually  a  lot 
of  companies  .  .  .  with  a  lot  of  creative  answers  for  today's  most  per- 
plexing problems  in  business  and  industry.  Maybe  we've  got  some  an- 
swers for  you. 

Send  for  our  new  brochure.  We'll  send  you  additional  information  on 
a  specific  field,  if  you  like.  Simply  write  us  on  your  company  letter- 
head or  use  the  coupon  below. 


Canton  House.  P.O.  Box  447/Balto..  Md.  21203/(301)837-7733 


Please  send  me  your  brochure.  I  would  also  appreciate  some 

additional  information  on 

Name Title 

Firm    


Venture  Capital 
Assistance 

For  any  worthwhile  project. 

$50  thousand  to  $5  million. 

Send  details 

Box  8301,  Dept.5,  Universal  City,  CA.  91608 


Lease  it! 

GREATER  ATLANTA  AREA 

LOCKHEED 
150,000  SQ.  FT. 
OFFICE  and/or  RESEARCH 
LABORATORY  FACILITY 

•  Can  aatlly  ba  adapted     •  6  acre  lake. 

for  ottier  uses.  •  Parking  for  250  cars. 

•  Picturesque  23.1  acre      •  Vi  of  the  site  is  avail- 
tract,  able  for  expansion. 

Feist  &  Feist 

REAL  ESTATE  and  INSURANCE 

58  Park  Place,  Newark,  N.J.  07102 

(201)  643-8500 

In  Cooperation  With  John  Hunslnserft  Co.,  ATLANTA,  CA. 
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Merrill  Lynch 

^v^ill  hire  and  train  4,800  new 

account  executives  in 

the  next  5  years. 

Are  you  gjood  enough  to 
grow  with  us? 


Why  4,800?  Because,  in  the  next  five  years, 
we  expect  to  grow  at  the  fastest  rate  in 
our  59-year  history.  Not  only  here  in  America, 
but  internationally  as  well. 

By  1978,  we  expect  to  be  offering  financial 
services  that  go  far  beyond  the  scope  of  any  firm 
now  in  our  field.  We  will  enlarge  our  payroll 
accordingly. 

If  you  would  like  to  grow  with  Merrill 
Lynch,  scan  the  questions  below.  It  could  be  the 
first  step  in  an  exciting  new  career  for  you. 

1.  Do  you  believe  in  the  Ameri* 
can  system  of  free  enterprise? 

"Free  enterprise"  is  one  of  those  dusty 
terms  you  don't  hear  much  any  more.  It  isn't 
exactly  chic.  Never  mind.  Free  enterprise  is 
alive  and  well  and  working  fine.  And  we're  con- 
vinced the  best  is  yet  to  come.  That's  what  we 
really  mean  when  we  say,  "we're  bullish  on 
America."  Are  you? 

2.  Can  you  stand  up  to  insistent 
pressure  —  every  day? 

If  you're  looking  for  a  soft  spot  where  the 
daily  routine  never  varies,  you  couldn't  stand 
the  gaff  at  Merrill  Lynch.  Years  ago,  someone 
asked  J. P.  Morgan  if  anything's  certain  about 


stocks.  He  said  — "TTiey  will  fluctuate."  Noth- 
ing's changed. 

3.  Do  you  handle  other  people's 
money  as  carefully  and  conscien- 
tiously as  you  handle  your  own? 

If  you  can't  answer  a  decisive  "yes"  to  this 
question,  please  forget  the  rest. 

4.  Are  you  intrigued  by  the  idea 
of  helping  a  person  with  all  of  his  or 
her  financial  resources? 

Merrill  Lynch  outgrew  the  term  "stock- 
broker" long  ago.  Right  now  we  have  29  ways 
to  help  our  customers  share  in  America's 
growth.  Soon,  there  will  be  mcxre  ways.  As  a 
Merrill  Lynch  Account  Executive,  people  will 
ask  you  for  help  in  many  fields  of  investment 
and  finance  —  not  just  in  the  stock  market. The 
responsibility  will  be  erurrmous. 

5.  Do  you  plan  for  the  long  haul? 

Merrill  Lynch  has  been  a  solid  force  in 
the  investment  field  since  1914.  We  figure  we're 
just  getting  started.  We  admire  people  who  feel 
the  same  way  about  themselves. 

6.  Are  you  interested  in  inter- 
national work? 

Merrill  Lynch  has  become  a  major  multi- 
national company.  Within  the  next  five  years. 


we  plan  to  double  our  business  overseas. 

7.  Could  you  survive  a  rugged 
six^month  training  program? 

One  part  of  it:  9  rigorous  weeks  in  New 
York  City,  where  you'll  study  everything  from 
corporation  finance  to  the  Federal  Reserve 
System. 

Incidentally,  we'll  spend  over  $15,000  to 
hire  and  train  each  new  Account  Executive 
in  the  next  five  years.  We'll  spend  an  additional 
$2,500,000  on  Post-Graduate  programs  for  our 
present  Account  Executives.  We've  spent  over 
$50,000,000  on  training  and  refresher  training 
in  the  past  10  years.  We've  never  regretted  a 
penny 

8.  Do  you  have  a  proven  record 
of  success  in  a  variety  of  activities? 

We  don't  expect  our  people  to  win  every 
battle  —  nobody  does.  But  we  do  look  for  people 
who  have  a  habit  of  coming  in  first. 

9.  Can  you  keep  a  confidence? 

Our  clients  trust  us  with  a  lot  of  personal 
information.  A  lot  of  "chatter"  may  be  fine  in 
some  fields  — like  baseball.  It's  out-of-bounds 
in  ours. 

10.  Do  you  communicateVasily, 
concisely,  frankly? 

As  a  Merrill  Lynch  Account  Executive, 
you  must  get  to  the  point  without  seeming 


abrupt;  be  absolutely  frank  without  seeming 
insensitive.  If  that  sounds  like  a  tall  order,  rest 
assured  it  can  be  done.  We've  got  over  5,000 
Account  Executives  to  prove  it. 

The  next  step. 

If  you  answered  yes,  wholeheartedly  and  un- 
hesitantly,  to  the  ten  questions  we  just  asked  — 
and  you  would  like  to  try  for  a  place  in  our 
Account  Executive  Training  Program  — send 
us  your  resume.  If  you  are  already  a  registered 
Account  Executive,  the  same  invitation  ap- 
plies. Make  sure  your  resume  includes  your 
address  and  telephone  number.  Send  to: 
Herbert  S.   Ruben,  Vice  President,  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc,  One  Lib- 
erty Plaza,  165  Broadway,  New  York,  N.Y.  10006. 


Merrill  Lynch: 
Solid,  strong,  successful. 

Total  assets $3,625,390,000 

Net  income 

(first  six  months,  1973)   $13,586,000 

Net  worth $449,890,000 

Number  of  offices 209 

Offices  overseas  58 

Number  of  employees 19,431 

Securities  held  in  custody  $20,000,000,000 

All  figures  as  of  ]une  29.  1973. 


Merrill  Lynch  is  bullish  on  America* 


Copyright  1973  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc 

Member,  Securities  Investor  Protection  Corporation  (SIPC) 
An  equal  opportunity  employer 


Company  with  a  Split  Personality 

It  runs  its  business  shrewdly  and 
well,  but  its  stock  is  another  matter. 


How's  THIS  for  action? 

The  stock  starts  one  year  around 
30  and  ends  around  125.  Then  a  long 
dechne  takes  it  all  the  way  back  down 
to  18.  Two  years  later  it  is  past  100 
again,  then  down  to  46  again,  and, 
most  recently,  around  113. 

We  are  (if  you  hadn't  guessed  it) 
talking  about  Syntex,  the  Panama- 
headquartered,  U.S. -owned  pharma- 
ceutical company.  Syntex  is  a  Charlie 
Allen  company.  The  free-wheeling 
head  of  wealthy  AUen  &  Co.  was  its 
sponsor.  AUen  &  Co.  once  owned  30% 
of  the  stock  and  still  owns  almost  9%, 
which  makes  it  the  largest  sharehold- 
er. Charlie  Allen  companies  are  known 
for  wide  swings  in  the  stock  market; 
the  public  may  or  may  not  make  mon- 
ey on  them,  but  the  public  nearly 
always  gets  an  exciting  ride. 

Behind  these  pyrotechnics,  how- 
ever, Syntex,  the  company,  has  been 
growing  steadily  and  impressively.  In 
1965  its  sales  were  only  $36  million; 
in  the  fiscal  year  that  ended  July 
1973  they  were  $160.4  million.  Prof- 
its rose  nearly  as  fast  as  sales:  from 
$1.12  a  share  in  1965  to  $3.04  in 
fiscal  1973. 

Ten  years  ago,  most  of  Syntex 
earnings  came  from  the  bulk  birth- 
control  materials  it  processed  and  sold 
to  others.  This  business  has  almost 
vanished.  Yet  Syntex  has  gone  on 
growing  and  is  fast  becoming  a  drug 
marketing  company  in  its  own  right. 
Step  by  step,  Syntex  management  has 
built  upon  the  original  base. 

Price  Deal 

In  the  late  1950s,  Syntex  made  a 
deal  with  Eli  Lilly.  Lilly  agreed  to 
shoulder  half  of  certain  Syntex  re- 
search costs  in  return  for  the  rights 
to  market  the  fruits  of  that  research. 
Management  also  decided  that  man- 
ufacturing products  for  the  majors  to 
market  was  a  good  first  step  toward 
broadening  its  base.  In  order  to  en- 
tice the  majors,  Syntex  decided  not 
to  ask  for  royalties  or  fixed-price  con- 
tracts. It  pegged  its  price  to  a  per- 
centage of  the  price  the  majors  got. 
Thus,  if  prices  went  up,  Syntex  got 
more  for  the  raw  materials  it  sup- 
plied. If  the  prices  went  down,  Syn- 
tex got  less.  "It  was  an  unique  evolve- 
ment  in  pricing,"  says  Syntex  vice 
chairman,  Dr.  Albert  Bowers.  It  gave 
Syntex  quick  access  to  the  mighty 
marketing  arms  of  giants  such  as 
Lilly,  Johnson  &  Johnson,  Sobering 
and  Ciba.  Among  the  products  that 


Syntex  Backer  Allen 


Syntex  produced  were  the  bulk  chem- 
icals used  in  oral  contraceptives,  such 
as  J&J's  Ortho-Novum,  and  in  topical 
corticoids  like  Eli  Lilly's  Cordran. 

In  the  mid-Sixties  Syntex  convinced 
other  companies  to  distribute  Syntex 
products  under  the  Syntex  brand 
name.  Companies  like  ICI  Pharmaceu- 
ticals in  England  and  Recordati  in 
Italy  began  distributing  such  Syntex 
products  as  Synalar  and  Paramezone. 

The  final  step  was  to  create  its  own 
marketing  force.  This  step  was  taken 
in  1959  in  Mexico  and  in  1960  in  the 
U.S.  Today  Syntex  has  a  400-man 
field  sales  force  in  the  U.S.  and  sub- 
sidiaries all  over  the  world.  In  recent 
years  Syntex  has  been  trying  to  con- 
solidate its  marketing  effort.  In  some 
countries  it  has  as  many  as  five  outlets 
for  its  products— two  licensees,  a  cou- 
ple of  distributors  and  a  subsidiary. 

Syntex'  products  too  have  expanded. 
Five  years  ago  it  was  still  heavily 
dependent  upon  bulk  sales  of  sex  hor- 
mones. It  had  other  pharmaceutical 
products,  but  it  was  primarily  known 
for  its  oral  birth  control  pills.  Today 
it  is  the  leading  factor  in  the  topical 
corticoid  market,  with  29%  of  the  U.S. 
market.  It  has  just  introduced  a  new 
antiasthma  drug,  Aarane.  Hopes  are 


that  Aarane  may  grab  75%  of  a  mar- 
ket estimated  at  $40  million.  Aarane 
had  been  marketed  in  54  other  coun- 
tries before  being  introduced  in  the 
U.S.  Another  new  drug,  an  antiar- 
thritic  product  named  Naproxen,  has 
recently  been  introduced  in  England. 
In  less  than  a  year  since  it  was  first 
introduced  in  Mexico,  it  has  become 
the  best-selling  product  in  its  field. 
^  Five  years  ago,  Syntex  did  not  have 
either  an  agribusiness  interest  or  an 
interest  in  dental  equipment.  Today  it 
has  both.  It  has  built  both  these  seg- 
ments of  the  company  by  an  aggres- 
sive acquisition  program.  The  dental 
business  is  not  very  significant  as  yet— 
6.5%  of  1973  sales— but  Bowers  has 
high  hopes  for  it.  "We're  very  at- 
tracted by  the  dental  business,"  he 
says.  "It's  one  of  the  fastest-growing 
of  the  health-care  businesses." 

The  agribusiness  side  of  Syntex  is 
already  about  22%  of  sales— and  likely 
to  grow  more  important.  One  of  the 
products  of  this  group,  Synovex,  ben- 
efited strongly  from  the  banning  of 
diethylstilbestrol  (DES)  by  the  Food 
&  Drug  Administration  this  year.  DES 
is  a  synthetic  growth  agent  for  cattle. 
Synovex  is  a  blend  of  natural  cattle 
hormones.  When  DES  was  taken  off 
the  market,  Synovex  cornered  more 
than  50%  of  the  demand. 

Evaluating  Syntex'  profit  perfor- 
mance is  something  of  a  numbers 
game.  In  spite  of  a  14%  gain  in  sales 
in  fiscal  1973,  earnings  per  share  be- 
fore extraordinary  credits  went  from 
$3.01  to  $3.04.  However,  the  figures 
really  hide  a  remarkable  gain.  During 
the  year  a  major  birth  control  product 
patent  on  norethindrone  expired.  As 
a  result  of  the  expiration  and  a  con- 
tract dispute  with  the  Parke- Davis 
division  of  Warner-Lambert,  Syntex 
lost  a  potential  95  cents  in  earnings. 
This  loss  in  earnings  was  completely 
absorbed  by  earnings  from  other  prod- 
ucts, something  that  Syntex  had  pre- 
dicted but  analysts  had  doubted. 

In  fiscal  1974  Syntex  is  predicting 
an  earnings  gain  to  $3.90  a  share, 
despite  the  loss  of  a  further  60  cents 
from  the  patent  expiration.  Forty  cents 
of  the  gain  will  come  from  tax  bene- 
fits. Even  so,  the  gain  is  impressive  in 
the  face  of  the  virtual  loss  of  one  of 
Syntex'  original  businesses. 

Syntex  is  not  without  problems.  Its 
sales  force  is  half  the  size  of  the  majors 
with  whom  it  is  trying  to  compete.  Its 
acquisitions— Columbia  Dentoform  is 
the  latest— still  present  some  problems. 
"It's  a  question  of  whether  they 
can  mesh  all  these  different  tilings 
together,"  says  Harold  Chefitz  of 
Oliphant  &  Co.  "I  don't  know  whether 
they  have  the  depth  of  management. 
Bigger  companies  have  tried  this  anil 
failed." 
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n  the  cold,  impersonal 

world  oif  money 

therels  a  need 

fbrabigbankthat 

opens  its  doors  and 

gets  involved-personally 


There's  no  emotion  in  a  finan- 
ial  statement.  The  whole  story  is 
lere  — in  profit  and  loss  — in  black 
ind  red. 

Or  is  it? 

At  Manufacturers  Hanover,  we 
ave  stories  about  our  bankers  get- 
ng  "involved"  that  will  never  appear 
n  anybody's  statement  of  condition. 

Like  the  time  an  explosion  in  the 


Wall  Street  area  caused  three  promi- 
nent brokerage  firms  to  evacuate  their 
premises  —  before  the  "close  of  busi- 
ness." One  of  the  firms  might  have 
had  a  financing  problem  unless  it 
could  complete  the  day's  transactions. 

Our  Wall  Street  bankers  literally 
opened  our  doors  and  offered  the 
firms    operating    space— telephones, 


long  as  it  was  needed. 

It  may  not  be  the  sort  of  response 
you'd  expect  from  an  $18-billion  bank 
like  Manufacturers  Hanover.  But  then 
again,  our  bankers  aren't  the  imper- 
sonal sort  you'd  expect  in  the  world  of 
big  money. 

We  respond  —  in  ways  that  don't 
show  in  the  balance  sheet  alone. 


eptien  Goodhue.  Vice  President 


desks,  whatever  was  needed  — for  as 

MANUFACTURERS  HANOVER 

We  roll  up  our  sleeves  and  get  the  job  done. 


Member  FDIC 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


October  17, 1973 


W 


CHRYSLER 

CORPORATION 


$200,000,000 


8%  Sinking  Fund  Debentures  Due  1998 


Price  100% 

plus  accrued  interest,  if  any,  from  November  1, 1973 


Copies  oj  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


The  First  Boston  Corporation 


Dillon,  Read  &  Co.  Inc.         Kuhn,  Loeb  &  Co.  Warburg-Paribas,  Inc.         White,  Weld  &  Co. 

Incorporated 

BIyth  Eastman  Dillon  &  Co.         Drexel  Buraham  &  Co.         duPont  Walston         Goldman,  Sachs  &  Co. 

Incorporated  Incorporated  Incorporated 


Halsey,  Stuart  &  Co.  Inc.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


E.  F.  Hutton  &  Company  Inc. 


Kidder,  Peabody  &  Co.       Lehman  Brothers       Loeb,  Rhoades  &  Co.       Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated  Incorporated 

Reynolds  Securities  Inc.    Salomon  Brothers    Smith,  Barney  &  Co.    Stone  &  Webster  Securities  Corporation 

Incorporated 


Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co. 

Incorporated 


W.  H.  Morton  &  Co.  Shearson,  Hammill  &  Co. 

Incorporated  Incorporated 


For  The  Squire — Sir  John  Everett  Millais,  P.R.A.  (1829-1896) 


from  the  Forbes  Magazine  Collection 


If  s  from  Forbes! 

This  is  the  messenger  who  will  be  bringing  news  of  a  Forbes  gift  subscription  this  year. 
The  painting,  entitled  "For  the  Squire,"  is  one  of  the  Victorian  treasures  in  the  Forbes 
Magazine  Collection.  It  is  reproduced  in  handsome  color  on  the  announcement  card 
that  will  be  mailed  to  each  recipient  on  your  Forbes  gift  list. 

Forbes,  the  magazine  of  business  and  financial  husbandry  —  is  there  any  squire  you 
know  without  it?  You  can  assure  yourself  a  welcome  in  his  domain  by  sending  Forbes 
in  the  coming  year.  A  single  one- year  gift  subscription  is  $12.  However,  each  addi- 
tional gift  is  only  $10.  There  is  a  two  dollar  saving  on  every  gift  after  the  first  when 
submitted  on  the  same  order. 

Gift  subscriptions  will  start  with  the  big  January  1  Annual  Report  on  American 
Industry  issue.  The  year  will,  of  course,  include  the  May  15  Annual  Directory  issue 
and  the  August  15  Mutual  Fund  rankings  —  24  issues  in  all.  To  order,  return  the 
attached  card  or  send  your  gift  list  to  Forbes,  60  Fifth  Avenue,  New  York,  N.Y  100 11. 

Forbes  Gift  Rates 
One  1-year  $12 

Each  additional  subscription  $10 

Each  3-year  subscription  $24 

(Pan  American  and  foreign  subscriptions,  please  add  $6  per  year.) 
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Last  year  17,000,000  guests 
slept  here. 

We  tried  to  make  every  last  one  of  them  feel  right  at  home.  It's 
what  Ramada  Inns  are  all  about— the  more  than  450  of  them  from  coast 
to  coast. 

A  Ramada  Inn  is  a  full-service  inn.  You  get  clean,  comfortable 
rooms  and  beds.  Ready  when  you  get  there.  We're  also  ready  with  good 
restaurants,  relaxing  cocktail  lounges,  swimming  pools— even  play  areas 
for  the  kids.  You'll  also  like  our  Special  Family  Plan,  available  at  most 
Ramada  Inns.  It  lets  your  kids  under  12  stay  in  your  room  free  of  charge. 

You  can  make  a  reservation  at  any  Ramada  Inn  by  calling  the 
nearest  Ramada  Inn.  Do  it  the  next  time  you're  planning  a  family  vacation 
or  a  business  trip.  You'll  find  out  why  we  say  DA&IiinA'INNSl 

^Welcome  home^ 


you're  welcome  home,  wherever  we  are. 


Ramada  Inn  Executive  Offices,  P.O.  Box  590,  Phoenix,  Arizona  85001. 


Faces  Behind  the  Figures 


Gunboat  Professor 

For  a  distinguished  professor  at  a 
liberal  American  university,  Morris 
A.  Adelman  sounds  surprisingly  like 
an  old-fashioned  gunboat  diplomatist. 
Adelman,  56,  is  professor  of  econom- 
ics at  the  Massachusetts  Institute 
of  Technology  and  an  acknowledged 
expert  on  world  petroleum. 

Adelman  feels  that  the  U.S.  has 
blundered  in  letting  the  Arab  na- 
tions gain  so  much  leverage  in  the 
energy  situation.  He  thinks  it  is  still 
not  too  late  to  get  tough  about  it. 

What  if  the  Arab  cutoflF  of  oil  be- 
gins to  pinch?  No  big  problem,  says 
Adelman.  Simply  divert  to  the  U.S.  oil 
from  non-Arab  coujitries  like  Iran 
and  Nigeria  that  formerly  went  to 
Europe;  let  Europe  take  Arab  oil 
that  went  to  the  U.S.  If  the  Arabs  re- 
fuse to  make  up  Europe's  loss,  says 
Adelman,  they'd  be  hurting  countries 
that  have  been  friendly  toward  them. 

"If  the  American  oil  companies  act 
like  good  citizens  to  protect  their  own 
country  by  diverting  oil,  then  sup- 
plies will  not  be  reduced,"  he  adds. 

What  if  the  Arabs  countered  by 
seizing  the  assets  of  U.S.  oil  compa- 


Adelman  of  MIT 


nies?  It's  a  risk,  he  says,  the  oil  com- 
panies ought  to  be  prepared  to  take 
to  back  U.S.  policy.  Besides,  he  says— 
a  touch  of  jingoism  creeping  in— such 
confiscation  would  be  a  hostile  act. 

"We  could  seize  their  bank  bal- 
ances," says  Adelman.  "We  could 
blockade  their  ports  and  not  let  any 
food  in.  We  could  deprive  them  of 
military  support— and  Saudi  Arabia  is 
just  too  juicy  a  plum  to  last  unpro- 
tected." Military  action?  "Only  in  the 
last  extremity,"  he  says.  "If  we  ac- 
quiesce in  this  [Arab]  blackmail,  we 
will  have  a  bigger  blackmail  next 
year.  I'd  rather  say  'no'  today." 

Some  Arabs  seemed  determined  to 
prove  Adelman  correct.  Mu'ammar 
Qaddafi,  Libya's  vdld-eyed  dictator, 
greeted  the  Middle  Eastern  cease-fire 
with  a  threat  to  stop  all  Libyan  oil 
going  to  Europe.  Though  Qaddafi 
did  no  fighting,  he  was  clearly  en- 
joying the  war.  Qaddafi  told  a 
French  newsman:  "We  will  ruin  your 
industries.  Like  Samson,  we  will  de- 
stroy the  temple  and  all  its  occu- 
pants, including  ourselves." 

Violent  rhetoric,  be  it  from  Middle 
East  dictators  or  college  professors,  is 
hardly  what  the  world  needs  now.  ■ 


Consulting  the  Oracle 

Daniel  Rie,  33,  is  a  lecturer  at  the 
University  of  Pennsylvania's  Wharton 
School  of  Finance.  He  teaches  courses 
in  security  analysis.  He's  strong  on 
computer  simulation  and  regression 
analysis. 

So,  don't  sneer  when  Dan  Rie  sug- 
gests the  /  Ching  as  a  source  of  stock 
market  wisdom.  Beloved  of  hippies 
and  of  American  youth  in  general,  / 
Ching  is  an  ancient  Chinese  work  on 
divining  the  future  which  has  sold 
over  1  million  copies  in  the  U.S.  since 
it  was  republished  here  in  1968. 

A  portfolio  selected  early  this  year 
according  cto  /  Ching  methods,  Rie 
reports,  beat  most  random  portfolios 
that  Rie  and  his  students  constructed. 
Spectacularly  better?  No,  but  better. 
Also,  Rie  says,  /  Ching  turned  out  to 
be  more  successful  at  selling  stocks 
than  at  buying  them. 

To  be  sure,  /  Ching  selection  is 
somewhat  subjective.  One  method  of 
using  it  for  divination  involves  tossing 
three  coins  six  times  each  to  construct 
a  hexagram  of  solid  and  broken  lines. 
Each  hexagram  leads  to  one  of  64 
textual  evaluations.  The  evaluation  is, 
of  course,  vague,  and  the  trick  is  to 
apply  it  to  the  future  of  a  stock. 


Rie  of  the  Wharton  School 


You  may  have  guessed  by  now  that 
Rie  is  not  entirely  serious  when  he 
talks  about  /  Ching  selection;  in  fact, 
all  the  portfolios  were  paper  port- 
folios. Really,  what  Rie  is  doing  is 
indulging  in  the  current  academic 
game  of  sniping  at  conventional  stock 
market  analysis  (  Forbes,  Oct.  1 ) .  His 
point  is  that  /  Ching  is  probably  nei- 
ther better  nor  worse  than  other  meth- 
ods of  stock  market  prognostication. 
Clearly,  Rie  doesn't  think  highly  of 
any  form  of  market  prediction,  but  he 
leans  toward  the  random-walk  theory. 

Rie  does  think  I  Ching  might  be 
useful  for  people  who  are  incurable 
subscribers  to  investment  services. 
"The  investment  advice  that  people 
pay  for,"  he  says,  "is  frequently 
worthless.  All  they're  really  getting 
for  their  money  is  peace  of  mind, 
comfort  that  they're  getting  guidance. 
For  the  price  of  a  mere  book,  I  Ching 
can  give  you  the  same  comfort." 

As  a  final  test,  Rie  decided  to  ask 
/  Ching  why  it  wasn't  better  at  pick- 
ing stocks.  The  answer  that  came 
back  was  most  convincing,  consider- 
ing that  Rie  was  playing  his  game 
early  this  year  when  the  stock  market- 
was  sick  and  saggy.  Replied  I  Ching: 
"Even  the  best  of  hunters  finds  no 
game  in  an  empty  field."  ■ 
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Faces  Behind  the  Figures 


Politics  &  Profits 

Ari.en  Realty  &  Development,  the 
Manhattan-based  realty  coiporation 
that  owns  the  Korvette  discount  store 
chain,  is  taking  a  lesson  from  the 
aerospace  industry.  Aerospace  compa- 
nies frequently  hire  retired  generals 
and  admirals  to  deal  with  other  gen- 
erals and  admirals.  Arlen's  has  hired  a 
regulator  of  building  designs  to  deal 
with  other  regulators. 

Jaquelin  T.  Robertson,  40,  new 
\  ice  president  of  planning  at  Arlen, 
has  never  worked  for  a  private  de- 
\eloper  before,  but  he  knows  them 
well.  In  his  two  preceding  jobs,  as 
head  of  New  York  City's  powerful 
I'rban  Design  Group  and  then  as  one 
of  the  city's  six  planning  commis- 
sioners, he  gave  the  developers,  in- 
cluding Arlen,  a  tough  going-over. 

Robertson,  an  architect  who  affects 
corncob  pipes,  spent  six  years  with 
New  York's  Lindsay  Administration 
trying  to  squeeze  the  most  possible 
public  benefit  out  of  private  develop- 
ment. An  example:  "We  did  one  plan 
to   protect   luxury   retailing   on   Fifth 


Avenue  [then  threatened  by  the  in- 
flux of  banks  and  airlines],  which  is 
how  I  met  Arlen."  Robertson's  plan 
was  that  if  Arlen  would  rent  retailers 
more  ground-floor  space  in  its  pro- 
posed Fifth  Avenue  office  building, 
the  city  would  permit  residential  units 
to  be  built  on  top. 

At  Arlen,  Robertson  plans  to  set  up 
a  planning  and  design  group  like  the 
one  he  ran  for  the  city.  But  his  main 
assets  will  be  his  first-hand  knowledge 
of  what  cities  are  willing  to  compro- 
mise on.  Case  in  point:  "We  are  doing 
a  big  project  in  Dallas,"  he  says,  "and 
I  am  sitting  on  the  other  side  of  the  ta- 
ble from  a  guy  who  was  like  me— head 
of  the  urban  design  operation,  a  guy 
I  can  understand." 

Arlen  is  hoping  this  understanding 
will  mean  smoother  sailing  for  its  de- 
\elopment  projects.  As  Robertson  says: 
"Political  concerns  are  like  the  bottom 
line  in  business.  If  you  can't  produce 
a  proposal  that  is  politically  viable, 
you  might  as  well  forget  it." 

Who  better  to  make  the  plans  po- 
litically acceptable  than  a  former 
regulator?  ■ 


Robertson  of  Arlen  Realty 


Reluctant  Regulator 

"Once  industry  found  out  about  us," 
says  Richard  O.  Simpson,  the  43-year- 
old  electrical  engineer  who  heads  the 
Federal  Government's  newly  created 
Consumer  Product  Safety  Commission, 
"I  think  their  first  reaction  was,  'Oh, 
my  god!'  But  I  think  they've  calmed 
down  now  that  they've  found  we  in- 
tend to  take  a  reasonable  approach." 

Simpson  raised  a  storm  when  he 
suggested  that  the  five-man  commis- 
sion had  the  power  even  to  ban  cig- 
arettes, but  the  commission  raised 
barely  a  ripple  when  it  luled  the  Lit- 
tle Wonder  TV  Antenna  off  the  mar- 
ket because  of  its  shock  hazard  or 
banned  a  group  of  spray  adhesives 
made  by  3M  and  Borden  that  seemed 
to  threaten  chromosome  damage.  In 
reducing  the  20  million  injuries  a  year 
from  consumer  products,  CPSC  can 
use  civil  and  criminal  penalties,  im- 
pose mandatory  product  standards.  It 
could  easily  become  Washington's 
most  powerful  regulatory  agency. 

"When  we  do  something,"  says 
Simpson,  "we  make  a  cost  decision 
for  the  American  consumer.  If  we 
thought  there  was  a  problem  with  a 
toaster,  for  example,  it  clearly  would 
be  wrong  to  write  a  regulation  that 
you  could  meet  only  with  a  $500 
toaster.   But  there's  no  problem  with 


causing  the  price  of  a   toaster  to  go 
from  $10  to  $10.50  or  $11." 

Simpson  insists  the  CPSC  won't  fire 
at  random.  The  agency  has  developed 
an  index  of  hazardous  products  based 
on  injury  data  compiled  from  a  net- 
work of  119  hospital  emergency  rooms. 
Bicycles  rank  first  on  the  danger  list, 
followed  by  items  like  cleaning  agents, 
liquid  fuels  and  lawn  mowers.  "The 
proper  measure  of  success  or  failure 
for  us,"  says  he,  "is,  did  we  prevent 
unreasonable  injuries  and  how  much 


did  it  cost  the  American  public?  We 
have  to  be  careful.  When  an  agency 
says  it's  going  to  do  something  in  the 
name  of  consumer  safety,  it's  very  dif- 
ficult for  anyone  to  oppose  us.  Nobody 
wants  to  put  himself  in  the  position 
of  being  opposed  to  consumer  safety. 
That  means  we  ought  to  use  our  au- 
thority with  a  great  deal  of  discretion. 
I'm  a  big  advocate  of  individual 
rights,"  Simpson  adds  disarmingly.  "I 
think  the  Government  regulates  too 
damn  many  things  already."  ■ 


Simpson  of  CPSC 
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A  Great  Buy  for  Collectors  and  Investors! 


A  Limited  Edition  of 
Proof  Finish  Pure  Silver  Ingots 

ONLY  $795  EACH  [ 


^ .         ^:  '  ■      ^^ 
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"AMERICA'S  GREATEST  EVENTS" 


CHOOSE  AINY  OIVE  OR  ALL  FIVE -BUT  EDITIOIN  IS  LIMITED  TO  OINLY 
10,000  IN  SILVER,- WHEN  THESE  ARE  GONE,  THERE'LL  BE  ISO  MORE! 


Come.  Rediscover  America  with  this 
NEW  series  "America's  Greatest 
Events."  Choose  from  five  fine  art  ingots 
minted  in  999  Pure  Silver.  Take:  The 
Signing  of  The  Declaration  of  Indepen- 
dence; The  writing  of  The  Star  Spangled 
Banner;  Lincoln's  Gettysburg  Address; 
The  Linking  of  the  Trans-Continental 
Railroad  or  Man's  First  Step  on  the  Moon. 
Each  ingot  contains  480  grains  of  pure  sil- 
ver, all  five  ingots  contain  2400  grains  of 
pure  silver. 

A  TREASURY  OF  FINE  ART 

Five  flawless,  gleaming  mirror-like 
proof  finish  ingots  will  be  issued,  each 
quarter  year,  until  late  1975  .  .  .  ideal  to 
display  individually  or  as  a  group  during 
our  country's  bicentennial  celebration  in 
1976.  Future  ingots  will  commemorate  the 
most  outstanding  discoveries  and  events 
in  our  country's  history. 

A  STRICTLY  LIMITED  OFFER 

The  Hamilton  Mint,  known  for  its  mag- 
nificent relief  sculpture  and  craftsmanship 
will  strike  this  series  in  an  extremely 
limited  edition  of  10,000  proof  finish  sets 
in  Pure  Silver.  To  protect  the  integrity  of 
this  edition,  only  one  complete  "proof" 
set  will  be  minted  for  each  subscriber  and 
the  dies  will  be;  destroyed  after  all  editions 
are  completed.  Proof  sets  are  usually  re- 
served only  for  masterworks  of  medallic 
art. 

GUARANTEED  PRICE  PROTECTION! 

If  you  purchase  all  five  now.  The  Hamil- 
ton Mint  will  guarantee  this  remarkably 
low  purchase  price  for  future  purchases  in 
this  series  should  you  choose  to  make 
them.  Although  the  price  of  silver  and 
gold  have  almost  doubled  this  past  year. 


The  Mint  will  commit  for  a  sufficient 
quantity  of  silver  and  gold  at  current 
market  prices  to  fully  cover  your  future 
orders.  (No  matter  how  high  the  price  of 
silver  and  gold  may  rise  while  the  collec- 
tion is  being  minted.) 

-      YOUR  PERSONAL  SERIAL  NUMBER 

Your  individual  proof  finish  ingots  will 
be  minted  expressly  for  you  and  each  in- 
got will  carry  your  personal  matching 
serial  number  along  with  The  Hamilton 
Mint  Hallmark  and  certification  of  Silver 
and  Gold  content.  If  you  purchase  all  five 
in  this  initial  group,  your  same  serial  num- 
ber will  be  reserved  for  you  for  all  future 
ingots  in  this  collection. 

Each  group  of  five  will  come  smartly 
packaged  in  clear  lucite  display  case  along 
with  fascinating  historical  background  of 
each  subject  .  .  .  details  worth  preserving 
together  with  your  valuable  ingot  col- 
lection. 

REMARKABLE  INVESTMENT  POTENTIAL! 

This  remarkable  opportunity  to  acquire 
ingots  of  artistic  and  historical  significance 
in  Silver  and  Gold  is  at  a  time  when  lead- 
ing economists  and  investment  advisors 
are  predicting  silver  and  gold  will  continue 
to  become  even  more  valuable  in  the  years 
to  come.  Collectors  have  already  realized 
bonanzas.  A  1970  Christmas  Ingot,  for  ex- 
ample, was  issued  for  $12.00  and  is  now 
being  re-sold  for  $185.  A  1972  Thanksgiv- 
ing Ingot  containing  1  oz.  of  silver  origi- 
nally sold  for  $4.50  and  is  now  trading  at 
about  $62.  So  please  act  promptly  to  share 
in  the  excitement  of  building  a  magnificent 
collection  in  silver  and  gold  at  a  guaran- 
teed cost.  Your  order  can  only  be  accepted 
if  it  is  received  in  time,  to  be  included  with- 
in the  edition  limits.  Order  yours  today! 


Deluxe  Version:  24KT  Gold  on  Pure  Silver 

The  beauty  of  these  silver  ingots  is  made  even 
more  exquisite  and  the  ingots  made  more 
valuable  with  gold  layered  on  pure  silver. 
Only  5,000  of  each  will  be  minted.  Each  will 
also  be  individually  serially  numbered  and 
each  will  cost  just  $12.50. 


Examine  Your  First  Ingot  (or  all  5) 
for  10  Full  Days  with  No  Risk! 

OFFICIAL  ORDER  FORM 
I "AMERICA'S  GREATEST  EVENTS" 1 

LIMIT:  ONE  PROOF  COLLECTION  PER  SUBSCRIBER 
THE  HAMILTON  MINT 

40  East  University  Drive,  Arlington  Heights,  III.  60004 
Please  send  me  individual  ingots  checked  below.  I 
understand  if  I  order  all  five,  that  my  personal 
serial  number  will  be  reservd  for  all  future  ingots 
in  this  series  and  at  the  guaranteed  price.  I  enclose 

my  check  or  m.o.  for  $ 

D  Single  Ingot(s)    @    $  7.95  ea.  in  999  Pure  Silver 

as  indicated. 
D  Single  Ingot(s)    @    $12.50  ea.   in   24KT  Gold  on 

Silver  as  indicated. 

. .  .Declaration  of  Independence 

. .   Star  Spangled  Banner  . .  .Gettysburg  Address 

. . .  Golden  Spike  . .  .  Man  on  The  Moon 

Please  add  50<  postage  and  handling  per  order. 

(Illinois  resident  please  add  5%  sales  tax.) 

Name 


Address_ 

City 


.State. 


Zip 
_Code_ 


A  UNIQUE  OPPORTUNITY  TO  BUY  SILVER  AND  SAVE! 

□  Send  me  all  5  Pure  Silver  Ingots  (a  full  2,400 
grains)  for  only  $34.50  plus  $1.00  for  postage 
and  handling. 

□  Send  me  all  5  with  gold  layered  on  2,400  grain 
Silver  Ingots  for  only  $58.75  plus  $1.00  for  post- 
age and  handling. 

I  WANT  TO  CHARGE  ORDER  TO  MY: 

BankAmericard Master  Charge  Acct.  # 

(Find  above  your  name) 
Acct.  # Interbank  # 


Good  Thru 


.Good  Thru. 


IPll'U 


The  Funds 


Bull  in  the  Fund  Shop 

The  giants  in  the  mutual  fund  in- 
dustry? Start  with  IDS,  Massachu- 
setts Financial  Services,  Fidelity  Man- 
agement and  Research,  Capital  Re- 
search and  Dreyfus. 

Now  add  MerriU  Lynch. 

ML  once  feared  that  funds  would 
hurt  its  individual  accounts.  But  since 
taking  the  official  plunge  in  1969,  it 
has  sold  enough  existing  open-end 
funds  and  new  closed-end  municipal 
and  corporate  income  funds,  plus 
undei-writing  over  $500  miUion  in 
new  funds  for  Massachusetts  Finan- 
cial Services  and  Capital  Research, 
to  add  up  to  at  least  $2  billion— a 
record  unmatched  in  the  industry. 

Now  MerriU  Lynch  is  using  its  im- 
pressive marketing  muscle  and  skill 
to  go  direcdy  into  the  open-end  fund 
act.  Its  wholly  owned  subsidiary  Li- 
onel D.  Edie  (which  manages  more 
than  $7  biUion  and  has  two  small  no- 
loads),  announced  in  September  that 
it  is  starting  the  Edie  Capital  Fund. 
The  initial  underwriting  goal  is  a  hefty 
$210  million. 

"This  is  not  a  balanced  fund,"  says 
Edie  Management  Services  President 
Richard  Carney,  although  the  fund 
plans  to  invest  in  "quality  growth" 
stocks  and  discounted  bonds.  "A  bal- 
anced fund  is  straitjacketed  in  percent- 
ages of  assets  it  must  have  in  either 
stocks  or  bonds.  At  some  times  this 
will  look  like  an  income  fund,  at 
others  a  growth  stock  fund.  We  don't 
want  to  be  hamstrung." 

The  "quahty  growth"  stocks  will 
probably  come  in  the  main  from  the 
so-called  Tier  1  securities.  Carney  isn't 
the  least  defensive  about  this  seem- 
ing me-tooism  with  the  bank  trust 
departments. 

"We  feel  that  much  of  the  price/ 
earnings  gap  that  people  are  talking 
about  between  Tier  I  and  Tier  II 
can  be  accounted  for  by  two  things: 
quahty  of  earnings  and  predictability 
of  earnings.  By  predictabihty,  I  don't 
mean  one  or  two  quarters.  But  in  a 
recession  like  1969-70,  many  of  your 
Tier  II  companies  showed  substantial 
declines  in  earnings. 

"Many  of  those  Tier  II  companies 
don't  have  the  same  quality  of  earn- 
ings. Many  are  using  straight-line  in- 
stead of  accelerated  depreciation  and 
are  deferring  R&D.  Also,  their  profits 
are  inflated  by  inventory  profits.  If 
you  put  those  companies  on  the  same 
basis  as  the  Tier  I  companies,  we 
find  the  P/E  gap  has  narrowed." 


The  fund  is  also  hoping  for  rela- 
tively sizable  capital  gains  from  dis- 
counted bonds.  "With  a  100-basis- 
point  [1%]  swing  in  long-term  bond 
interest  rates,  that  can  mean  a  10% 
to  13%  swing  in  the  capital  value  of 
a  bond,  let  alone  what  the  income 
might  generate.  In  this  environment 
bonds  can  provide  capital  gain  ve- 
hicles like  they've  never  been  able 
to  do  before." 

Discounted  bonds  "have  built-in 
call  protection,  and  you  have  more 
volatility  than  with  bonds  selling  at 
par,"  says  Carney.  He  is  sticking  with 
the  three  highest  bond  ratings  for 
liquidity. 

Carney  is  relying  heavily  for  stra- 
tegic guidance  on  Edie's  respected 
economic  research.  If  Edie  economists 
forecast  lower  interest  rates,  the  fund 
would  move  heavily  into  discounted 
bonds.  Says  Carney  confidently,  "Edie 
manages  many  large  all-bond  ac- 
counts, so  we  have  expertise  in  this 
area." 

However,  if  the  economists  are 
wrong,  as  they  sometimes  are,  the 
fund  would  suflFer.  And  even  if  the 
economists  are  right  about  the  future 
state  of  the  economy,  the  stock  mar- 
ket could  stiU  react  in  a  contrary 
manner,  as  it  did  this  year. 

Of  course,  how  well  the  Edie  con- 
cept works  in  real  life  is  proble- 
matical now.  Carney  denies  that  the 
laggard  performance  of  Edie's  two 
no-load  funds  in  1973  is  very  indica- 
tive. "They're  specialized  funds. 
They're  not  representative  of  what 
we  do  with  our  accounts.  They  were 
set  up  to  invest  in  lesser  known  and 
unlisted  securities." 

One  thing  that's  dead  certain  is 
that  Merrill  Lynch  will  push  the  new 
funds  hard.  The  maximum  sales 
charge  is  only  6.5%  vs.  the  industry 
average  of  8.5%— "a  fact  of  competi- 
tion," says  Carney.  "The  salesman 
will  still  get  just  as  much  as  he  would 
with  an  8.5%  load." 

Merrill  Lynch  has  been  consider- 
ing launching  a  new  series  of  unit 
investment  trusts,  this  one  aimed  at 
the  banks,  which  some  Wall  Street- 
ers  charge  are  siphoning  off  busi- 
ness with  their  low-cost  monthly 
stock  investment  plans.  The  proposed 
ML  Corporate  Income  Fund  short- 
term  series  would  buy  up  certificates 
of  deposit  and  other  debt  obliga- 
tions with  one-year  maturities  and 
sell  the  package  in  $1,000  units. 

Since  investors  now  need  $50,000 
to  $100,000  to  buy  such  instruments, 
the  new  funds  should  sell  well  when 


Carney  o^  Edie  Management 


short-term  interest  rates  are  high,  as 
they  are  today.  The  one-year  ma- 
turity plus  Merrill's  intention  to  main- 
tain a  secondary  market  would  make 
such  a  fund  about  as  liquid  as  a 
bank,  but  with  a  far  better  yield. 

Until  it  announced  the  new  Edie 
fund,  Merrill  seemed  to  have  all  the 
best  of  the  fund  world.  The  common 
stock  funds  it  sold  belonged  to  others; 
ML  would  never  get  mud  on  its  face 
in  a  bad  market.  It  first  entered  the 
fund  business  directly  when  income 
funds  came  into  vogue,  and  you  really 
can't  go  far  wrong  with  a  portfolio 
of  decently  rated  bonds.  All  together, 
these  have  produced  at  least  $70  mil- 
lion in  commissions  and  underwriting 
fees  for  ML. 

So  why  take  the  plunge  and  put 
yourself  on  the  line?  Management 
fees  for  one.  And,  one  mutual  fund 
executive  told  Forbes:  "This  is  a 
logical  extension  for  them.  During 
these  years  they  have  obviously  de- 
veloped some  expertise  not  only  in 
managing  but  from  the  point  of  vit>\v 
of  dealing  with  the  SEC  and  various 
state  agencies." 

The  one  thing  that  is  certain  is 
that  Merrill  Lynch  hasn't  lost  its 
knack  for  appealing  to,  and  profiling 
from,  the  individual  investor. 
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The  bristlecone  pine  grows 
high  in  the  mountains  of  Colo- 
rado^ 

It  is  the  oldest  living  thing  on 
earth.  Some  of  these  trees  have 
survived  the  elements  for  nearly 
5,000  years  and  — are  still  grow- 
ing strong. 

The.bristlecone  pine  symbol- 
izes the  qualities  one  looks  for 
in  long-term  money  manage- 
ment and  investments. 

Strength.  Stability.  Growth. 
Ability  to  weather  adversity. 


They're  the  qualities  we  do 
our  best  to  live  up  to  as  we  go 
about  our  business  as  profes- 
sional managers  for  our  share- 
holders who  look  to  us  for 
possible  growth  and  income 
from  their  investments. 

If  these  are  your  objectives,  we 
invite  you  to  find  out  more 
about  the  no-load  funds  we 
manage. 

And  why  we  chose  the  bristle- 
cone  pine  to  exemplify  services 
we  provide.  Just  mail  coupon. 


Financial 


Programs* 

Pinancial  Programs,  Incorporated 

900  Grant,  Box  2040,  Denver,  Colo.  80201 
Please  send  me  free  prospectus  and  fact  kit 
for  the  no-load /und:  D  Seeking  long-term 
growth  and  income:  D  Seeking  current  in- 
come with  capital  growth. 

Name 


Address. 


City. 


State. 


-Zip. 


5-FB-5-6-1 


Did  name-dropping 
do  anything  for  Rockwell? 


When  two  corporate  giants 
got  together  to  form  an  even 
greater  giant  called  North 
American  Rockwell . . .  they 
discovered  they  had  created 
a  well-known  company  that 
wasn't  well  known. 

So  they  spent  considerable 
money,  including  nearly  $2 
million  in  our  magazines,  let- 
ting the  important  people  in 
business,  industry  and  fi- 
nance know  who  they  are  and 
what  they  do. 

Their  advertising  objec- 
tive for  1969,  1970  and  1971 
was  simply. . .  identity. 

They  flew  right  in  the  face 
of  that  new  advertising  myth 
that  says  — just  getting  your 
name  out  before  the  public  is 
a  waste  of  money.  Expensive 
name-dropping. 

Was  it? 

They  ran  a  benchmark 
study  to  get  some  idea  of  how 
well  the  identity  advertising 
performed. 

They  measured  how  many 
of  the  key  people  in  the  target 
audience  thought  of  Rock- 
well in  terms  of . . .  good  repu- 
tation . . .  quality  products . . . 
and  scientific  skill. 

The  results? 

During  this  period  of  iden- 
tity advertising . . .  Rockwell's 


overall  image  in  these  three 
important  areas  among  these 
important  people  went  from 
33%  to  89%. 

What  about  corporate 
earnings? 

From  $2.11  per  share  in 
1970  to  $2.39  in  1971... up  a 
whopping  35%  to  $3.23  in 
1972. 

No  slide  rule,  electronic 
calculator  or  computer  yet 
made  can  tell  exactly  what 
part  the  identity  advertising 
played  in  the  earnings  up- 
swing. 

But  you  won't  find  Rock- 
well people  skeptical  about 
the  value  of  name  recogni- 
tion and  corporate  identity. 

Matter  of  fact. ..they've 


gone  back  to  name-dropping. 

They've  started  the  whole 
process  over  again  because, 
once  more.  North  American 
Rockwell  has  changed  its 
identity... to  Rockwell  Inter- 
national. 

And,  once  again,  they've 
elected  to  let  business  pub- 
lications carry  a  heavy  share 
of  the  identity  advertising. 

Maybe  you're  one  of  those 
who  still  believes  the  strong 
relationship  between  busi- 
ness success  and  business 
advertising  is  just ...  coinci- 
dence. If  so,  we've  got  dozens 
of  impressive  coincidences 
we'd  like  to  show  you. 

Isn't  this  a  good  time  to 
put  some  of  your  marketing 
money  to  work  with  us... 
where  advertising  means 
business? 


US.  NEWS  *r^p°5r? 


TIME 


FORBES 


BUSINESS  WEEK 


business  locations, 


The  Funds 


When  You're  Hot, 
You're  Hot. 
When  You're  IVot  . 


The  go-go-bust-bust  era  revisited? 

That  would  seem  to  be  the  case 
with  Milwaukee-based  Nicholas 
Strong  Fund  (Forbes,  Dec.  15, 
1972).  Begun  in  1969,  the  fund  took 
off  in  1971  when  it  zoomed  85%  in 
net  asset  value  and  total  net  assets 
went  from  $6  million  to  $50  million. 
It  performed  well  again  in  1972,  up 
28%,  vs.  14%  for  the  Dow  Jones  in- 
dustrials and  10%  for  the  mutual  fund 
industry.  Assets  touched  $100  million. 

But  now  look  at  what  has  hap- 
pened: Nicholas  Strong  has  gone  from 
top  to  bottom.  The  fund  is  off  29%  in 
net  asset  value,  about  the  poorest  per- 


Nicholas  of  Nicholas  Strong  Fund 


formance  in  the  fund  industry;  the 
Dow  is  down  4%,  the  mutual  fund 
industry  10%.  Assets  dropped  in  the 
first  half  of  the  year  to  $47  million. 
In  September  Richard  S.  Strong  left 
the  Nicholas  Strong  organization. 
"We  had  differences  on  investment 
philosophy,"  President  Albert  O.  Nich- 
olas explained. 

Another  Gibraltar  Fund?  A  Mil- 
waukee-sized Manhattan  Fund? 

Hardly,  retorts  Albert  Nicholas, 
42.  "The  fund  is  here  to  stay.  We're 
not  short-term  oriented.  Yes,  we  have 
had  a  bad  period;  our  stocks  were 
out  of  favor.  But  they're  beginning 
to  come  back  now.  We  don't  feel  we 
should  change  our  investment  ap- 
proach to  go  along  with  the  market." 

That  philosophy  is  buying  "small- 
to  medium-sized  growth  companies," 
companies  hke  Ponderosa,  Lawson 
Products,  Bandag.  "We're  long-term 
oriented,"  says  Nicholas.  "We  can't 
call  these  market  fads  and  trends. 
Long  term,  we  should  do  well." 

Nicholas  has  a  point  here.  Unlike 
your  hotshots  of  yesteryear,  the  fund 
has  a  fairly  moderate  tiurnover  rate 
(25%  so  far  in  1973),  and  it  has 
usually  done  its  homework  before  tak- 
ing a  position. 

"Almost  90%  of  our  major  holdings 
came  through  with  what  we  had  an- 
ticipated for  their  earnings.  It's  sim- 
ply a  matter  of  price/ earnings  ratios 
going  down."  Last  year  the  fund's  port- 
folio had  an  average  P/E  ratio  of 
43;  this  year  it's  down  to  25. 

"We  still  go  by  the  philosophy  of 
buying  the  lesser  known  growth  com- 
panies, which  tend  to  be  more  vola- 
tile. We  have  not  changed  our  ap- 
proach," says  Nicholas  firmly.  "But 
short  term,  it  makes  you  look  silly." 

Nicholas  does  admit  that  the  fund 
might  have  been  paying  too  high  a 
price  for  some  of  its  high-multiple 
"growth"  stocks.  But  he  denies  that 
this  is  really  a  "long-term"  mistake. 
"Even  if  we  pay  too  much  for  a  stock, 
if  it  is  a  true  growth  company,  even- 
tually we  will  be  bailed  out." 

Perhaps.  If  Nicholas  Strong  is  sim- 
ply suffering  from  an  adverse  short- 
term  cycle,  then  the  fxmd's  brand  of 
growth-stock  philosophy  could  very 
well  bail  the  fund  out  again. 

But  perhaps  the  fund's  type  of  in- 
vesting, which  is  also  practiced  by 
many  other  smaller  funds,  is  in  for  a 
long-term  correction.  After  all,  Pon- 
derosa hardly  has  the  long-term  resil- 
iency of  an  IBM.  There's  an  old  Wall 
Street  adage  to  the  effect  that  people 
always  buy  last  year's  performance.   ■ 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  INC 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charles  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 

Name 


Address. 
City 


.State. 


Zip  Code- 


THE  DIAMOND  OF  HER  DREAMS 
at  investmenf  prices 


Bay  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cotters. 
Pay  only  actual  market  price.  We  refund 
aU  monies  unless  your  own  appraisal 
shows  value  V4  to  V^  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92.pai|e  Catalog  t 

EMPIRE  DIAMOND  CORP.,  D«pt.  46,  66lh  fl.j 
Empire  State  BIdg.,  New  Yoilc,  N.Y.  10001 

Name 

Address Zip 


FREE  APPRAISAL  of 
SCOTCH   WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  We  also 
have  for  sale  an  investment  contract  of: 
"units  consisting  of  various  amounts  of 
Scotch  Whisky  in  Government  Bond  in 
the  United  Kingdom  and  certain  ancillary 
services."  Write  for  prospectus. 

ACCRUED  EQUITIES,  Inc.  (smce  1954) 

Write  F.R.S.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 
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$300,000,000 


Southwestern  Bell  Telephone  Company 

Forty  Year  7%%  Debentures,  due  October  1,  2013 


Interest  payable  April  1  and  October  1 


Price  99.50% 

Plus  accrued  interest  from  October  I^  1973 


Upon  request,  a  copy  ol  the  Prospectus  describing  these  securities  and  the  business  oi  the 
Company  may  be  obtained  within  any  State  from  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Morgan  Stanley  &  Co.   Goldman,  Sachs  &  Co.    Blyth  Eastman  Dillon  &  Co.    Halsey,  Stuart  &  Co.  Inc. 


Incorporated 


Incorporated 


The  First  Boston  Corporation       Merrill  Lynch,  Pierce,  Fenner  &  Smith       Salomon  Brothers       White,  Weld  &  Co. 

Incorporated  Incorporated 

duPont  Walston      Hornblower  &  Weeks-Hemphill,  Noyes      E.  F.  Hutton  &  Company  Inc. 


Drexel  Burnham  &  Co. 

Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 
Smith,  Barney  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 

Robert  W.Baird&  Co. 

Incorporated 

Alex.  Brown  &  Sons 
Hallgarten  &  Co. 


Incorporated 

Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co. 


Lehman  Brothers 

Incorporated 


W.H.  Morton  &  Co. 

incorporated 


Kleinwort,  Benson 

Incorporated 

John  Nuveen  &  Co. 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Stone  &  Webster  Securities  Corporation 
Bear,  Stearns  &  Co. 
Basle  Securities  Corporation 
Clark,  Dodge  &  Co. 

Incorporated 

Harris,  Upham  &  Co. 

Incorporated 

Ladenburg,  Thalmann  &  Co.  Inc. 


Reynolds  Securities  Inc. 

Wertheim  &  Co.,  Inc. 

Shearson,  Hammill  &  Co. 

Bateman  Eichler,  Hill  Richards 

Incorporated 

Dain,  Kalman  &  Quail 

Incorporated 

Hayden  Stone  Inc. 
McDonald  &  Company       F.  S.  Moseley,  Estabrook  Inc. 


Incorporated 

A.  G.  Becker  &  Co. 

Incorporated 

Dominick  &  Dominick, 

Incorporated 

W.E.  Hutton  &  Co. 


The  Ohio  Company  Piper,  Jaffray  &  Hopwood  Wm.  E.  Pollock  &  Co.,  Inc. 

Incorporated 

Prescott,  Ball  &  Turben  R.  W.  Pressprich  &  Co.  Rauscher  Pierce  Securities  Corporation 

Incorporated 

L.  F.  Rothschild  &  Co.  Shields  Securities  Corporation  SoGen-Swiss  International  Corporation 

Sutro  &  Co.  Thomson  &  McKinnon  Auchindoss  Kohlmeyer  Inc.  Spencer  Trask  &  Co. 

Incorporated 

Tucker,  Anthony  &  R.  L.  Day         UBS-DB  Corporation  C.  E.  Unterberg,  Towbin  Co. 


incorporated 

G.H.  Walker,  Laird 


Warburg-Paribas,  Inc. 


Weeden  &  Co. 

Incorporated 


Wheat,  First  Securities,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 
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Composed  of  the  following: 
PrxifiucXion 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Depf.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

ByLO.  Hooper 


Still  Going  Up 
—But  Slowly 


In  the  Aug.  15  issue  I  remarked 
that  I  would  not  be  surprised  to  see 
the  Dow  Jones  industrials  well  above 
1000,  and  possibly  as  high  as  1050, 
sometime  before  Christmas.  That  in- 
dex of  stock  prices  recorded  an  intra- 
day  low  of  845.50  on  Aug.  22,  and 
by  Oct.  12  had  rallied  to  an  intraday 
top  of  991.80.  That's  fast  traveling 
and  shows  that  brave  forecasting  with 
real  convfction  sometimes  pays  oflF. 

It  is  unreasonable  to  expect  the 
next  two  months  to  record  another 
17%  rise  in  the  Dow,  especially  in 
view  of  all  the  uncertainties  created 
by  the  political  problems  in  Wash- 
ington and  the  Mideast  war.  It  is 
highly  improbable  that  the  big  pow- 
ers will  become  combatants;  neither 
the  U.S.  nor  the  Soviet  Union  wants 
to  go  to  war.  It  is  inevitable,  how- 
ever, that  the  atmosphere  will  be 
charged  by  events  that  will  not  lead 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


to  complacency.  The  next  additional 
50  or  75  points  on  the  upside  on  the 
Dow  will  be  harder  to  come  by. 

One  thing  is  sure.  The  hostilities 
in  the  Mideast  and  an  on-again  off- 
again  cease-fire  complicate  an  already 
serious  energy  crisis— make  it  alarm- 
ing. It  is  more  than  likely  that  Ameri- 
ca is  not  going  to  get  as  much 
Arabian  oil  this  winter  as  expected. 
We  face  squarely  into  too  little  oil  to 
heat  our  homes  comfortably;  too  little 
to  keep  our  automobiles  running  at 
their  accustomed  mileage;  too  little  to 
supply  our  electric  utilities  with  the 
fuel  they  require  to  keep  up  voltage, 
and  too  little  to  allow  the  airlines  to 
run  as  many  flights  as  they  did  last 
winter.  There  will  be  more  demand 
for  oil  than  is  available,  and,  price 
ceilings  or  no  price  ceilings,  oil  and 
gasoline  are  sure  to  cost  more.  All  this, 
you  know,  won't  help  the  general  lev- 
el of  business  and  corporate  profits. 

But  there  are  other  indications  of  a 


slowdown  in  business  and  profits.  The 
most  recent  reports  on  consumer  in- 
tentions show  the  pubhc  is  planning 
to  buy  fewer  cars,  fewer  home  ap- 
pliances and  considerably  fewer  new 
houses.  So  far  as  the  residential  build- 
ing sector  is  concerned,  fewer  hous- 
ing starts  next  year  seem  to  be  an  es- 
tablished fact,  although  there  may  be 
more  mobile  homes  sold.  The  buying 
public  feels  less  secure  and  is  more 
disposed  to  hold  onto  its  money. 

Ordinarily  a  prospect  like  this 
would  be  bearish  for  stocks.  This  time 
it  is  not.  What  this  economy  needs 
now  is  a  cooling  off  period  in  which 
the  rate  of  inflation  will  be  slowed 
down  and  the  demand  for  borrowed 
money  reduced  enough  to  allow  a 
sharp  drop  in  interest  rates,  espe- 
cially in  the  present,  pathologically 
high  prime  rate.  The  outlook  for  such 
a  cooUng  off  period,  I  think,  is  better 
than  it  has  been  for  a  long  time. 

Thoughtless  people,  and  those  who 
have  not  lived  with  the  stock  market 
for  a  long  time,  often  assume  that  the 
trend  in  stock  prices  must  move  pari 
passu  with  the  trend  in  business  ac- 
tivity and  earnings.  That  is  not  the 
case.  Often  stocks  go  up  when  earn- 
ings and  business  are  in  a  downtrend. 
Remember  that  business  was  getting 
better  and  earnings  were  rising  rapid- 
ly all  through  the  first  eight  months 
of  1973,  yet  the  trend  in  stock  prices 
was  persistently  lower.  The  best  thing 
that  could  happen  to  the  market  now 
is    to    have    business    and    earnings 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 

Rio  Grande  Valley 
THIS  IS  OUR  48th  YEAR 

J^-bu.  Grapefruit  $  7.90 

Carton  of  12  Grapefruit  $  5.90 

Full  bu.  Grapefruit $11.50 

Carton  of  6  Grapefruit  $  4.40 

M-bu.  G.F.  &  Oranges  $  7.95 

Full  bu.  G.F.  &  Oranges $11.55 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets: 

}^-bu.  $8.95 Full  bu.  $12.95 

XII  are  delivered  prices 


WE     TRUST     YOU!     Send     Your     gift     list 
now      and      pay     our      Invoice     in     January. 


Other   citrus    packs    and   also   pecans,    rare   honey, 
fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free  illustrated  folder. 
PITTMAN   &  DAVIS,    INC. 

900  N.  Exp.,  HARLINGEN,  TEXAS  78550 
Established  1926 


SILVER  MARKET 


BULLION    •    COINS    •    FUTURES 

^Through  the  facilities  of  The  American  Board 
of  Trade,  the  nation's  new  exchange  and 
marketplace,  you  can  buy  or  sell  silver  bullion 
or  coins,  spot  or  future  delivery,  for  trading, 
investment  and  hedging.  Bullion  is  in  1,000  troy- 
ounce  bars  .999  fine;  silver  coins  are  in  standard 
$1,000  face-amount  bags.  ABT  offers  a  wide 
range  of  silver  bullion  and  coin  market  services 
-  storage  . . .  depository  receipts  . . .  financing 
. .  home-town  delivery  service  . . .  futures  con- 
tracts .  .  .  spot/futures  arbitrage.  Write  today  for 
full  particulars  and  FREE  copy  of  ABT's  "Silver 
Study   and   Survey,"    or    phone    (212)    736-9741. 

THE  AMERICAN  BOARD  OF  TRADE,  Inc. 

286  Fifth  Ave.,  Suite  506-F,  New  York,  N.Y.  10001 


THE  TECHNICAL  REVIEW 

by  JOHN  W.  SCHULZ 

Courtesy  copy  available  from 
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Members  New  York  Stock  Exchange,  Inc. 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  10005 


slide  enough  to  slow  down  inflation. 
Those  companies  which  have  oil, 
coal  and  natural  gas  to  deliver  this 
winter  will  sell  fuel  at  higher  prices 
and  earn  more  money.  Even  those 
internationals  dependent  on  the  Mid- 
east will  do  relatively  well;  not  all 
their  oil  comes  from  that  part  of  the 
world,  and  some  Mideast  oil  will  trick- 
le through  anyway.  No  bull  market 
in  the  internationals'  shares  should 
be  expected,  but  these  are  big  solid 
companies,  earning  money  not  only 
from  production  but  from  transporta- 
tion, refining  and  marketing,  and  the 
present  and  prospective  dilBculties  in 
the  Mideast  are  nonrecurrent.  There's 
no  sense  in  becoming  panicky  about 
stocks  like  Gulf  Oil,  Standard  Oil  of 
California  and  Exxon.  They  are  still 
investments,  not  fly-by-night  specula- 
tions. For  the  time  being,  of  course, 
shares  of  the  domestic-based  compa- 
nies will  be  more  popular,  while  prices 
for  the  internationals  fluctuate  (often, 
howe\'er,  moving  up ) . 

Favorite  Steels 

The  industry  which  appeals  to  me 
most  is  steel.  Imports,  so  troublesome 
a  year  ago,  have  all  but  disappeared. 
Exports  are  growing  because  the  de- 
cline in  the  value  of  the  dollar  vis- 
a-vis  foreign  currencies  has  made  our 
steel  cheaper  to  other  countries, 
most  of  which  don't  have  enough 
steel  of  their  own  anyway.  Billions 
have  been  spent  by  the  steel  indus- 
try in  the  past  seven  or  eight  years 
to  improve  domestic  plant.  Our  own 
steel  shipments  this  year  will  be  the 
highest  in  history,  around  110  million 
tons,  as  against  the  January  forecast 
of  less  than  100  million  tons.  Our 
mills  are  working  at  capacity  and 
can't  supply  steel  as  fast  as  demanded. 

My  favorite  steel  stock  is  U.S.  Steel 
(37).  It  has  better  reserves  of  ore, 
coal  and  limestone  than  its  competi- 
tors, many  new  modern  plants  and  a 
new  and  more  efficient  management. 
Furthermore,  there  are  big  economies, 
as  well  as  much  leverage,  in  its  ca- 
pacity operations.  Incidentally,  this  is 
one  of  the  few  large  companies  which 
has  an  overfunded  rather  than  an 
underfunded  pension  fund.  The  stock 
has  long  been  an  underperformer.  I 
suspect  that  over  the  next  six  months 
or  so  it  will  outperform  almost  any 
of  the  glamour  stocks.  I'm  enthusiastic 
about  it.  My  second  choice  would  be 
Bethlehem  ( 35 )  or  Armco  Steel  ( 24 ) . 

While  copper  has  always  been  the 
raw  material  of  fighting  wars,  and 
the  supply  of  the  red  metal  has  lately 
been  restricted  by  political  conditions 
in  such  important  producing  coun- 
tries as  Chile,  Rhodesia  and  Zambia, 
it  seems  the  time  to  note  that  cop- 
per shares  are  the  most  typical  of  cy- 


clical investments.  It  is  always  difficult 
to  see  any  reason  whatever  to  own 
them  at  the  time  when  they  should 
be  bought,  and  equally  impossible 
to  see  any  plausible  reason  to  sell 
them  when  they  should  be  sold.  I 
think  the  good  copper  stocks  will  sell 
moderately  higher  in  this  cycle,  but  I 
would  discourage  buying  them  at  a 
time  when  copper  prices  are  so  high 
and  the  industry  is  so  prosperous. 

The  paper  shares  have  had  a  big 
advance  since  Labor  Day,  and  this 
year's  increase  in  earnings  is  impres- 
sive. However,  the  industry  is  work- 
ing at  fuU  capacity  and  has  no  new 
plants  coming  into  production  for  a 
long  time.  Any  increase  in  earnings 
in  1974  must  come  from  a  better 
product  mix  or  from  higher  seUing 
prices.  There's  no  question  about  the 
continued  demand  for  paper  and  pa- 
per products,  but  there  is  great  doubt 
about  the  abihty  to  supply  the  de- 
mand. The  best  thing  about  an  in- 
vestment in  a  paper  company  is  that 
it  usually  involves  ownership  of  vast 
timberland  resources. 

The  mystique  of  the  glamovu  stocks 
is  far  from  dead,  in  spite  of  some 
casualties  and  near  casualties  among 
these  high-multiple  issues.  The  dan- 
gers are  illustrated  by  what  has  hap- 
pened to  stocks  like  Litton,  Levitz 
Furniture  and  recently  Avon  Prod- 
ucts, not  to  mention  IBM.  The  danger 
for  the  glamours  as  a  group  is  that 
the  big  pension  funds  won't  indefinite- 
ly stand  still  for  the  maimer  in  which 
the  big  banks  have  been  concentrat- 
ing their  assets  in  unmarketable  blocks 
of  the  30  or  40  vestal  virgins.  There 
are  minor  signs  of  pension  fund  un- 
rest, and  that  seems  to  be  causing 
the  big  banks  to  concentrate  a  little 
less  in  the  glamours  without  selling 
them  except  in  special  cases.  The 
trouble  is  that  these  stocks  usually 
can't  be  sold  in  large  lots  except 
at  marked  price  concessions,  and  that 
every  now  and  then  one  of  the  glam- 
our companies  loses  some  of  its  luster 
and  then  suddenly  becomes  a  victim 
of  unmarketability  in  volume. 

As  a  generalization,  it  seems  to 
me  that  the  risk/ reward  equation  is 
such  that  even  the  better  glamoiu^ 
should  be  avoided.  I'm  sure  readers 
realize  that  there's  nothing  new  about 
this  opinion  so  far  as  I'm  concerned. 
What's  new  is  that  some  of  the  pen- 
sion fund  fellows  are  beginning  to 
share  my  qualms.  It  is  not  quite  as 
easy  for  the  big  banks  to  keep  the 
pension  funds  contented. 

Well,  I'm  still  looking  for  1050  or 
so  in  the  Dow  by  Christmas.  But  the 
road  from  here  probably  will  be  more 
rough  and  there  will  be  more  detours 
than  on  the  way  from  845.50  on 
Aug.  22  to  991.80  on  Oct.  12.  ■ 
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STANDARD  &  POOR'S  UNIQUE 

INVESTOR'S  KIT 
BIG  BONUS  roCKAGE 

WITH  A 10  WEEK  TRIAL  SUBSCRIPTION  TO  THE  OUTLOOK- 


A  MOST  EXTRAORDINARY 
OFFER  FOR  SERIOUS  INVESTORS 

Responding  to  the  greater-than-ever  need  of  investors  for  meaningful 
investment  help,  Standard  &  Poor's  has  assembled  what  we  believe  to  be  the 
eight  most  tested  effective  investment  aids  ever  created  into  one 
comprehensive  INVESTOR'S  KIT.  This  kit  of  EIGHT  ITEIVIS  would  normally 
cost  $36.50!  It  is  yours  on  this  offer  only  for  a  fraction  of  that  price. 
You  pay  for  only  ONE  of  the  eight  items  —  The  OUTLOOK  —  and  even  on  that 
enjoy  a  pro  rata  refund  if  not  entirely  delighted.  The  items  in  the  kit  remain 
your  property  regardless. 

It  is  no  exaggeration  to  hold  that  some  of  the  materials  in  this  unique 
INVESTOR'S  KIT  could  work  an  immediate  change  for  the  better  in  your 
investment  situation.  Their  successful  application  could  in  the  long  run  make 
an  important  difference  to  your  financial  status. 


ITEM  #1 

INVESTOR'S  STOCK  COMPUTER 

Unique,  easy,  uncomplicated 
slide  calculator  makes  child's 
play  of  such  vital  investmeiTt 
arithmetic  as  percentage  in- 
crease and  decrease  in  market 
price,  dividend  yields,  price 
earnings  ratios. 

ITEM  #2 

SUCCESSFUL  INVESTING 

Standard  &  Poor's  guide  to  help 
in  your  personal  investment  plan- 
ning. Crammed  with  intensely 
practical,  down-to-earth  invest- 
ment strategy. 

ITEM  #3 

REPORTS  ON  12  STOCKS 

TO  BUY  NOW 

Each  has,  in  our  opinion,  clear 
potentials  to  forge  ahead.  We 
consider  them  among  your 
finest  opportunities  in  today's 
market. 

ITEM  #4 

THE  OUTLOOK  for  10  WEEKS 

The  single  most  important  part 
of  your  INVESTOR'S  KIT!  Keeps 
you  continually  abreast  of  vital 
market  developments  and  op- 
portunities. Regularly  brings  you 
Standard  &  Poor's  first-hand 
advice. 


ITEM  #5 
268-PAGE  GUIDE 

Comprehensive,  statistical  sum- 
mary of  4,950  listed  and  over- 
the-counter  stocks.  Includes  ex- 
clusive S&P  rankings  and  special 
section  on  380  Mutual  Funds. 
ITEM  #6 

"WHAT  MY  FAMILY  SHOULD 
KNOW"  INVESTOR'S  RECORD 
An  easy-to-keep,  simple  to  un- 
derstand  Permanent  Record   of 
the    important    facts    of    your 
financial  life.  Carefully  detailed. 
Nothing  left  to  chance. 
ITEM  #7 

CURRENT  MARKET  PERSPECTIVE  S 
This  unique  publication  profiles 
972  active  stocks  showing  week- 
ly and  yearly  price  range  com- 
parisons, fundamental  data,  28 
technical  and  economic  indica- 
tors; ranks  stocks  according  to 
performance  and  industry  by 
average  percentage  price  change. 
ITEM  #8 

"STOCK  WATCH"  RECORD 
SYSTEM 

Outstanding  innovation  in  per- 
sonal investment  keeping.  Flex- 
ible "flip"  action  type  arrange- 
ment. Gives  instant  picture  of 
your  current  investment  situa- 
tion. Eliminates  need  for  any 
other  records. 


Act  Now  and  receive  this  exlraordinary  8-parl  INVESTOR'S  KIT  as  your 
BONUS  with  a  low  cost  $19.50  trial  of  The  OUTLOOK,  (the  annual  sub- 
scription rate  of  which  is  S87). 


H        No  assignment  o(  this  agreement  without  subscriber's  consent.  Acon  ;ic     ^ 


A  Strange 
Bull  Market 


It  looks  like  one.  It  acts  like  one. 
But  is  this  really  a  bull  market?  Day 
after  day,  for  the  past  two  months, 
more  stocks  have  advanced  than  de- 
clined, and  new  highs  have  outnum- 
bered new  lows  by  wide  margins. 
Startling  news  developments  were 
shrugged  oflF,  causing  only  brief  in- 
terruptions of  what  seems  to  be  a  very 
broadly  based  advance.  Trading  vol- 
ume has  tended  to  increase  on  strong 
days  and  to  contract  on  setbacks.  If 
this  isn't  a  bull  market,  what  is  it? 

Although  I  have  enjoyed  every 
minute  of  this  stock  market  recovery, 
feeling  vindicated,  like  many  others, 
in  the  conviction  that  prices  of  a  great 
many  stocks  were  unrealistically  low 
last  summer,  I  have  misgivings  about 
using  the  term  "bull"  market.  It  im- 
plies longer  duration  and  greater  ex- 
tent than  I  believe  we  are  likely  to 
see.  Maybe  there  is  a  word  missing 
in  the  Wall  Street  vocabulary  to  de- 
scribe the  phenomenon  of  a  market 
that  is  broad  on  the  one  hand  and 
extremely  selective  on  the  other. 

A  Note  of  Caution 

If  viewed  objectively,  what  has 
been  going  on  actually  has  been  noth- 
ing but  a  major  readjustment  of  rela- 
tive values,  reflecting  a  long  overdue 
change  in  investment  strategy.  The 
nimbus  of  the  superblue  chips  has 
largely  evaporated.  Now  we  see  that 
those  vestal  virgins  Avon,  Disney, 
IBM,  Polaroid,  Sony,  Tampax,  Pabst 
and  many  other  high-multiple  stocks 
are  not  inviolable.  Recently  it  was  the 
hundreds  of  healthy,  but  more  conven- 
tional, stocks  which  had  their  day  in 
the  sun.  This  readjustment  process  still 
has  some  distance  to  go,  but  the  gap 
has  narrowed  appreciably.  This  is  all 
to  the  good,  but  in  my  opinion  it 
does  not  constitute  a  bull  market. 

Further,  inasmuch  as  the  conse- 
quences of  the  political  upheaval 
caused  by  President  Nixon's  firing  of 
Archibald  Cox  are  unpredictable  at 
this  time,  a  strong  note  of  caution 
seems  appropriate.  There  may  be 
months  of  uncertainty,  which  Wall 
Street  abhors. 


Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stocl<  Exchange  firm  of  IHoppin,  Watson  Inc. 


Some  months  ago  (Forbes,  Apr. 
15)  I  expressed  the  thought  that  in- 
vestors, becoming  increasingly  fearful 
of  inflation,  might  turn  toward  stocks 
of  companies  with  large  tangible  as- 
sets—sachwerte,  as  the  inflation-wise 
Germans  call  it.  It  is  apparent  that 
many  investors  have  become  increas- 
ingly partial  toward  companies  which 
own  such  natural  resources  as  forests, 
oil,  coal  and  ores. 

There  is  no  doubt  that  an  acute 
shortage  of  oil  will  persist  for  an  in- 
definite time  to  come,  and  there  is 
also  no  doubt  that  oil  reserves  in  the 
U.S.  are  worth  much  more  than  those 
located  elsewhere,  especially  in  the 
Near  East,  where  they  are  beyond  our 
control.  When  it  comes  to  oil,  even 
Canadians  and  Norwegians  may  act 
like  Arabs,  and  that  goes  even  more 
so  for  countries  like  Indonesia  or  Ni- 
geria. These  problems  have  been  so 
well  publicized  that  stocks  of  compa- 
nies with  large  domestic  and  other 
non-Arab  reserves  have  advanced  to 
extraordinary  levels,  completely  out  of 
line  with  the  large  international  oils, 
which  are  deeply  depressed  despite 
presently  fabulous  earnings.  Statistical- 
ly, the  internationals  are  a  bargain, 
but  the  political  risk  is  not  measurable. 

Investors  might  consider  Amerada 
Hess  (41),  which  has  substantial  re- 
serves in  the  U.S.  and  whose  involve- 
ment in  Libya  is  not  of  major  signif- 
icance. The  company's  modern  refin- 
ery in  St.  Croix,  Virgin  Islands,  with 
its  enlarged  desulfurization  capacity, 
could  be  a  bonanza.  Earnings  are  ex- 
pected to  be  in  the  $3.50-to-$3.75- 
a-share  range  this  year. 

The  outlook  for  coal,  the  one  ener- 
gy source  with  virtually  unlimited  sup- 
ply, would  be  brilliant,  if  the  indus- 
try could  get  enough  miners  to  mine 
the  coal.  Ecological  and  mine  safety 
problems  are  not  beyond  solution,  but 
the  labor  question  is  the  one  that  lim- 
its the  appeal  of  stocks  like  Eastern 
Gas  6-  Fuel  and  Pittston. 

Paper  will  be  in  short  supply  and 
prices  are  likely  to  be  firm  for  several 
more  years  to  come.  However,  many 
forest  product  companies  also  sell  tim- 
ber to  the  building  industry,  which 
is   headed   for   at   least   a   temporary 


slump.  Although  stocks  in  this  group 
have  risen  sharply— some  of  them  have 
just  about  doubled  from  their  lows— 
they  are  not  yet  overpriced.  Neverthe- 
less, some  gradual  profit-taking  may 
be  appropriate.  After  all,  there  is  a 
time  for  sowing,  and  there  is  a  time 
for  harvesting.  Potlatch,  at  30,  is  still 
fairly  priced  and  attractive,  with  this 
year's  earnings  likely  to  exceed  $4.50 
"^  a  share.  Boise  Cascade  ( 17 ) ,  having 
recovered  sufficiently  to  resume  divi- 
dend payments,  has  speculative  merit. 

Suitable  for  Trading 

Strength  in  the  coppers  and  steels, 
and,  one  might  add,  the  aluminums, 
too,  is  usually  most  pronounced  to- 
ward the  end  of  a  period  of  high 
business  activity.  Or,  putting  it  dif- 
ferently, when  these  stocks  get  into 
the  limelight,  this  often  signals  the 
end  of  a  bull  market.  Sure,  most  met- 
als are  in  short  supply,  and  the  price 
structure  is  firm.  But  when  one  reads 
the  gloomy  University  of  Michigan 
report  on  consumers'  spending  inten- 
tions, reflecting  the  broadest  pessi- 
mism since  these  studies  were  begun 
25  years  ago,  one  wonders  how  long 
these  shortages  will  last.  Furthermore, 
copper  production  in  Chile  is  likely 
to  get  back  to  normal  before  long,  and 
that  should  alleviate  the  supply  sit- 
uation. In  the  market  right  now  the 
steels  and  metals  are  among  the  "hot- 
test" groups,  but  these  are  highly  cy- 
clical, nongrowth  stocks  par  excel- 
lence. They  are  suitable  for  trading, 
not  for  investment.  As  a  rule  they 
should  be  sold  when  the  outlook  ap- 
pears to  be  as  rosy  as  it  can  be. 

There  is  nothing  wrong  with  spec- 
ulation. It  is  the  very  lifeblood  of 
the  stock  market.  But  when  it  gets  out 
of  hand,  better  watch  out.  So  far, 
speculation  is  on  a  moderate  scale 
and  well  below  the  danger  level.  It  is 
confined  to  a  few  groups  where  the 
future  looks  bright  and  cloudless. 

One  of  these  is  the  semiconductor 
stocks,  an  industry  which  in  the  past 
has  had  more  than  its  fair  share  of 
violent  ups  and  downs.  Fairchild 
Camera  has  moved  from  a  1972  low 
of  26)^  to  an  October  high  of  over 
90,  while  National  Semiconductor  has 
about  quintupled  in  price  from  195lS 
to  98?8.  Texas  Instruments,  the  in- 
dustry leader  and  a  true  blue  chip, 
went  from  58%  to  139.  Profits  of  these 
companies  are  soaring  alright,  but 
these  peak  prices  are  no  longer  real- 
istic, regardless  how  promising  the 
outlook.  The  fun  may  not  be  over  yet, 
but  I  would  protect  speculative  hold- 
ings with  fairly  close  stop-loss  orders. 
Maybe  it's  not  a  fair  comparison,  but 
Levitz  and  Winnebago,  the  favorites 
of  1972,  also  looked  as  if  there  was 
no  ceiling  for  them.   ■ 
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The  Cyclical 
Cinderellas 


The  Nixon  Administration's  fiscal  and 
monetary  experts  are  in  a  great  hurry 
to  cool  oflF  the  consumer's  spending 
spree  so  that  the  big  corporations  can 
start  theirs.  Otherwise,  the  next  wave 
of  economic  expansion  will  find  the 
cupboards  somewhat  bare  of  such  a 
wide  variety  of  things  as  food,  cloth- 
ing, aluminum,  paper  and  even  steel, 
and  the  next  inflation  will  make  this 
one  look  like  absolute  price  stability. 

What  we've  got  then  is  the  neces- 
sity for  slowing  one  boom  to  make  way 
for  another.  It's  no  longer  the  old 
business  of  boom-and-bust,  with  de- 
mand ebbing  and  flowing.  Instead,  the 
world  is  caught  up  in  a  huge  wave 
of  demand,  perhaps  beyond  indus- 
try's ability  to  satisfy  it.  Hence  infla- 
tion. Hence  the  need  to  slow  the  con- 
sumer boom  in  order  to  free  resources 
to  build  more  plant. 

What  this  means  for  the  stock  mar- 
ket is  almost  all  bullish.  Especially  so 
for  companies  that  we  used  to  think 
of  as  "cyclical."  These  CycHcal  Cin- 
derellas may  now  have  at  least  several 
straight  years  of  prosperity.  They,  not 
the  old  rehable  consumer  goods  com- 
panies, will  come  out  on  top.  Quite  a. 
switch.  This  has  already  been  happen- 
ing in  the  stock  market. 

These  Cinderellas  of  the  stock  mar- 
ket have  been  sitting  in  the  ashes  since 
1962;  their  price/ earnings  ratios  have 
been  going  down  almost  steadily.  As  a 
result  a  number  of  the  greatest  names 
in  American  industry,  companies  with 
vast  resources  of  people  and  facihties, 
are  stiU  available  at  bargain-basement 
prices.  And  there  are  others  that  are 
not  quite  so  imdervalued,  but  which 
have  future  potentials  that  are  as  good 
as  those  of  the  more  glamorous  high- 
multiple  variety. 

Take  the  steel  companies.  This  year 
they  should  chalk  up  production  rec- 
ords, and  even  if  there  is  a  slowdown 
next  year,  they  should  operate  at  pret- 
ty high  levels.  You  could  hardly  tell 
that  business  promises  to  be  so  good 
from  the  stocks  of  the  companies. 
Take  a  look  at  some  of  these  multi- 
ples of  commonly  expected  earnings 
for  1973:  Armco  (23),  8  times;  Cop- 
Mr.  Simons,  a  guest  columnist,  is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


perweld  ( 28 ) ,  6  times;  Jones  6-  Laugh- 
lin  (20),  7  times;  Republic  (28), 
7  times;  U.S.  Steel  (37),  9  times. 
What's  more,  they  are  all  dividend 
payers,  with  Jones  &  Laughlin,  for  in- 
stance, yielding  an  extraordinary  7.2%. 
So  far  I've  said  nothing  about  the 
Arab-Israeli  war.  It  is  moving  so  rap- 
idly that  by  the  time  you  read  this, 
the  entire  situation  may  have  changed. 
But  there  will  probably  be  some  last- 
ing results,  no  matter  how  it  turns  out. 
We  will  probably  begin  to  think  of 
sophisticated  weaponry  again,  and  the 
Pentagon  may  regain  some  lost  influ- 
ence with  Congress.  If  that  happens, 
it's  worth  looking  at  the  defense  stocks. 
Take  a  look  at  some  of  these  earn- 
ings multiples:  General  Dynamics 
(27),  9  times  1973's  estimated  $3 
profit;  McDonnell  Douglas  (22),  7 
times  the  $3.20  estimate;  Rockwell 
International  (32),  under  9  times  the 
$3.50  it  may  earn  this  year;  United 
Aircraft  (34),  at  about  7  times  the 
$4.80  estimate. 

Not  Too  Late 

It  would  be  pretty  shortsighted 
for  the  U.S.  not  to  look  past  the  Arab 
oil  fields  for  alternate  sources  of  ener- 
gy. Naturally,  there  are  the  domestic 
oils.  But,  how  about  such  coal  compa- 
nies as  Eastern  Gas  (24),  North 
American  Coal  (29),  or  Pittston  (28)? 
Or  nuclear  stocks  like  Denison  Mines 
(37)  or  Babcock  6-  Wilcox  (30)? 

Economists  are  looking  at  the  trees 
instead  of  at  the  forest.  They  have 
been  obsessed  with  inflation  rates,  and 
whether  the  economy  will  show  a 
slowdown  next  year  suflBcient  to  be 
classified  a  recession. 

But  the  stock  market  has  ignored 
these  negatives.  It  is  looking  forward 
to  a  mild  recession  and  a  bounce  back 
to  even  higher  levels  of  prosperity. 
Most  important,  it  is  looking  at  a 
whole  horde  of  stocks  that  have  been 
ignored  for  years.  If  they  return  to 
valuations  that  seem  reasonable  by 
historical  standards,  the  bull  mar- 
ket still  has  a  long,  long  way  to  go.  So 
don't  let  the  rapid  advance  of  the  last 
month  or  so  discourage  you  even  if 
you've  been  overcautious.  There's  lots 
of  gold  in  them  thar  hills.  ■ 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  October  18,  1973, 
declared  a  regular  quarterly  divi- 
dend of  twenty-seven  cents  (27c) 
per  share  on  the  Corporation's 
Common  Stock.  This  dividend  is 
payable  November  30,  1973,  to 
stockholders  of  record  October  31, 
1973. 

LEROY    J.    SCHEUERMAN 

Secretary  and  Treasurer 

Central  AND  South  West 
Corporation 

Wilmington,  Delaware  19899 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  October  11, 
1973,  declared  a  fourth 
quarter  dividend  of  80 
cents  a  share  on  the  Com- 
pany's outstanding  stock, 
payable  Decemberl ,  1 973, 
to  stockholders  of  record 
at  the  close  of  business  on 
October  29, 1973. 
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4    Technician's 
Perspective 


Not  By 
Math  Alone 


ByJohnW.SchuIz 


I  WANT  to  add  my  two  cents'  worth 
to  the  story  Forbes— with  the  darts  on 
the  cover— ran  four  weeks  ago  about 
Princeton  Professor  Burton  Malkiel's 
book,  A  Random  Walk  Down  Wall 
Street. 

Malkiel  explains  that  the  unpre- 
dictability of  conunon  stock  prices  has 
been  demonstrated  mathematically. 
Therefore,  he  says,  investment  advice 
of  any  kind  can  have  httle  or  no  value. 
He  then  proceeds  to  give  the  reader 
investment  advice  oddly  similar  to  the 
basic  concepts  of  the  conventional 
wisdom  widely  accepted  by  today's 
investment  professionals. 

That's  my  two  cents'  worth.  The 
rest,  which  I'm  writing  only  because 
Malkiel's  book  will  no  doubt  be  tak- 
en seriously,  is  free. 

Malkiel's  main  premise  is  that, 
mathematically,  the  movement  of  stock 
prices  can  be  satisfactorily  explained 
as  a  "random  walk,"  i.e.,  in  terms  of 
much  the  same  laws  of  chance  that 
govern  the  fall  of  dice,  with  each 
price  change  statistically  independent 
of  all  those  which  precede  and  follow 
it.  Mathematically  this  means  all 
hopes  of  predicting  futxire  stock  prices 
with  accuracy— forget  consistent  ac- 
curacy—are foredoomed  to  failure.  Nei- 
ther fundamental  (value)  analysis  nor 
technical  analysis  can  make  a  worth- 
while dent  in  this  obstacle  across  the 
road  to  above-average  investment  per- 
formance. Worse  yet,  Malkiel  says,  the 
very  small  number  of  really  good  in- 
vestment managers  is  "not  at  all  in- 
consistent with  the  laws  of  chance." 
Ergo,  you  might  as  well  pick  your 
stocks  by  throwing  darts,  blindfolded, 
at  the  stock  table.  Buy  what  you  hit 
and  then  hold— another  round  with 
the  darts  can't  improve  the  odds  for 
you  because  they  are  always  the  same. 

Well,  so  what?  No  grovvoi-up  needs, 
or  should  need,  mathematical  proof 
that  the  future  is  unknowable.  Nor 
is  any  such  proof  likely  to  keep  men 
from  trying  to  anticipate  the  future, 
however  imperfectly.  In  the  field  of  in- 
vestment and  speculation,  it  is  pre- 
cisely this  irrepressible  eflFort  which 
gives  the  market  a  life  whose  scope 

Mr.  Schuiz  is  a  senior  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.  inc. 


far  transcends  the  mathematician's 
limited  random-walk  view  of  it.  To 
come  to  grips  with  these  wider  as- 
pects, other  analytical  approaches  are 
needed.  Because  they  deal  necessarily 
with  uncertainties,  they  can  never  pro- 
duce wholly  satisfactory  results,  and 
their  value  is  inevitably  debatable. 

But  I  would  also  question  the  value 
of  insisting  that  investors  abandon  all 
other  notions  and  retreat  into  the  ran- 
dom walkers'  dart-throwing  concept. 
Malkiel  just  barely  sidesteps  this  rec- 
ommendation, but  not  before  he  has 
pretty  thoroughly  sold  you  on  the  dart 
idea.  He  does,  in  the  end,  fess  up 
to  some  reservations  about  the  ran- 
dom-walk view. 

Diversified  Portfolio 

Malkiel  suggests,  as  others  have 
done,  that  the  investor  find,  or  be 
provided  with,  a  medium  that  would 
let  him  put  his  money  into  a  broad 
majority  of  common  stocks,  preferably 
a  fund  constructed  to  duplicate  if  not 
the  entire  stock  market,  then  at  least 
one  of  the  broadly-based  stock  price 
indices.  If  the  investor  bought  into 
this  highly  diversified  fund  and  never 
sold,  and  if,  accordingly,  this  fund 
only  bought  and  never  sold,  then  he 
would  achieve  consistently  no  worse 
than  average  investment  results  over 
the  very  long  term. 

Unfortunately,  most  investors  sooner 
or  later  must  do  some  selling  for  one 
reason  or  another.  This  tears  a  gap  in 
the  buy-and-hold  strategy  for  aver- 
age investment  success,  which  can 
work  only  if  the  investor  can  buy 
and  hold  vdthout  time  limit.  In  other 
words,  a  buy-hold  strategy  is  more 
academic  than  realistic,  which  is  also 
why  it's  not  the  valid  standard  of 
investment  performance  that  the  pro- 
fessors would  like  it  to  be  for  testing 
other  techniques. 

Malkiel  has  no  use  for  "technical 
analysis,"  or  for  what  he  thinks  is 
technical  analysis.  I  have  no  use  ei- 
ther for  lots  of  what  passes  for  tech- 
nical work;  but  then  I  think  I  know  a 
little  more  about  it  than  he  does,  and 
I'm  a  little  more  discriminating.  He  re- 
jects the  technical  approach  appar- 
ently because  he  believes  it  hinges 


implicitly,  explicitly  and  exclusively  on 
the  notion  that  future  price  behavior 
can  be  "predicted"  from  past  price 
behavior.  This  notion,  in  his  view,  is 
unacceptable  because,  remember,  it 
can  be  shoviTi  mathematically  that 
stock  price  fluctuations  are  ruled  by 
the  laws  of  chance  and  therefore  are 
statistically  independent  of  one  an- 
other. And,  of  course,  if  they  are 
thus  independent,  yesterday's  or  yes- 
teryear's price  can  hold  no  meaning 
for  tomorrow's  or  next  year's  price. 
The  stock  market  has  no  memory. 

The  Human  Factor 

But  people  do,  and  it's  people  that 
don't  ignore  their  memories— though 
they  might  be  better  off  ignoring  them 
—and  it's  people  who  buy  and  sell 
their  stocks  in  the  market  and  thereby 
cause  prices  to  fluctuate.  Which  is 
just  another  way  of  saying  there  is 
more  to  the  stock  market  than  its 
mathematical  aspects.  Random-walk 
characteristics  or  no,  stock  prices  do 
move  up  and  down  over  a  given  time, 
and  stock  market  participants  cannot 
help  noticing  this  strange  fact  because 
they  do  remember  past  prices. 
Strangely,  too,  this  perception  prompts 
them  sometimes  to  buy  or  sell,  never 
for  reasons  that  can  be  wholly  ra- 
tional because  their  view  of  the  future 
is  necessarily  imperfect.  But  like  the 
economists  who  track  the  economy 
by  watching  whether  today's  GNP  is 
up  or  down  from  last  year's,  they  use 
the  past  as  a  source  of  benchmarks. 

Yes,  Biuton,  there  is  some  value  to 
the  examination  of  past  price  behavior 
—not  too  much,  I  grant  you,  but  cer- 
tainly more  than  none  at  all.  A  far 
more  important  part  of  technical  anal- 
ysis, at  least  in  my  opinion,  is  the  ex- 
amination of  such  things  as  money 
flows,  interest  rates,  accumulation  and 
depletion  of  buying  power  potentials 
on  various  sectors  of  the  market,  sen- 
timent, attitudes  and  expectations, 
plus  a  whole  lot  more,  along  with  an 
ongoing  effort  to  recognize  emerging 
changes  in  these  areas.  Such  changes 
tend  to  persist  for  some  time  before 
the  underlying  factors  become  ex- 
hausted, and  in  doing  so  they  seem 
to  provide  opportunities  for  invest- 
ment and  speculation  in  an  imperfect 
stock  market. 

To  academic  eyes,  the  effort  may 
not  be  very  scientific,  and  it's  at  best 
never  more  than  partly  successful,  but 
it  still  seems  more  worth  making  than 
tossing  darts.  It  involves  making  as- 
sumptions and  inferences,  and  every- 
thing else  that  goes  into  other  forms 
of  analysis  everywhere.  It  can  always 
stand  improving,  but,  to  paraphrase 
Clemenceau,  the  stock  market  is  too 
serious  a  business  to  be  left  to  the 
academics.  ■ 
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The 
Market 
Outlook 


A  New 
Favorite  50 
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By  Sidney  B.  Lurie 


The  best  proof  of  the  strong  under- 
lying momentum  can  be  found  in  one 
simple  consideration:  If  the  Mideast 
had  "blown  up,"  the  Vice  President 
had  resigned,  or  Cox  had  been  fired 
earlier,  the  market  probably  would 
have  fallen  apart  and  the  dollar  top- 
pled. Instead,  the  dollar  has  been  firm 
and  the  market  has  surprised  the  pes- 
simists. To  me,  this  speaks  volumes. 

Thus,  I'm  not  greatly  concerned  by 
the  fact  that  the  stock  market,  as 
measured  by  the  Dow  Jones  industrial 
average,  has  recovered  to  its  winter 
high  levels.  In  my  opinion,  the  internal 
price  structure  is  stronger,  and  the 
general  outlook  better,  than  it  was 
then:  the  former  via  a  broader  base 
of  issue  interest,  the  latter  via  the  fact 
that  the  two  main  deterrents  to  a 
constructive  point  of  view  have  now 
passed  their  point  of  maximum  im- 
pact. For  example,  the  large  Septem- 
ber decline  in  the  wholesale  price 
index  supports  my  view  that  inflation- 
ary price  trends  from  here  on  out  will 
be  a  manageable  size.  And  the  strength 
in  the  bond  market  suggests  that  the 
credit  squeeze  has  passed  the  maxi- 
mum intensity,  that  the  peak  of  in- 
terest rates  has  been  witnessed. 

I  agree  with  the  69%  of  the  na- 
tion's purchasing  agents  who  are  either 
optimistic  or  satisfied  with  the  busi- 
ness outlook  for  the  next  12  months. 
The  growing  capital  spending  boom 
which  is  likely  to  continue,  the  strong 
uptrend  in  our  export  trade,  the  prob- 
ability that  the  international  position 
of  the  dollar  has  bottomed  and  will 
strengthefi  further— all  argue  against 
anything  other  than  a  mild  business 
slowdown  in  1974.  The  broad  base 
from  which  the  nation's  wage  and 
salary  payments  now  come  is  in  itself 
almost  a  guarantee  against  a  serious 
recession.  With  68%  of  the  nation's 
76  million  nonagricultural  workers  en- 
gaged in  stable  service  industries,  ours 
no  longer  is  a  widely  fluctuating  "blue- 
collar"  economy. 

AU  of  which  supports  my  frequent- 
ly expressed  belief  that  a  new  list  of 
"the  favorite  50"  is  developing.  I 
couldn't  agree  more  that  special  tal- 
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ent— whether  it  be  in  the  arts,  enter- 
tainment or  industry— will  always  com- 
mand a  premium.  But  the  bloodless 
verdict  of  the  marketplace  alone  in- 
dicates that  professional  managers  of 
the  nation's  huge  pool  of  equity  money 
are  recognizing  the  investment  merits 
of  my  arguments:  1)  Not  only  do 
past  errors  of  commission  and  omission 
dictate  against  an  early  return  to  pop- 
ularity, but  many  of  last  spring's  so- 
called  "one  decision"  stocks  are  en- 
countering their  own  private  misfor- 
tunes. 2)  The  excitement  necessary 
for  issue  interest  can  best  be  found  in 
new  areas— yesterday's  wallflowers,  so 
to  speak— such  as  aluminum,  chemi- 
cals, fertilizer,  life  insurance,  machin- 
ery, metal,  paper,  steel. 

Increasing  Earnings 

The  more  I  check  with  industry,  the 
more  I  find  that  management  is  spend- 
ing increasing  amounts  of  money  this 
year  and  next  for  pollution  control. 
All  of  which  brings  to  mind  Wheela- 
brator-Frye  (around  17),  for  a  little 
less  than  half  the  company's  estimated 

1973  volume  of  $245  million  will  be 
in  what  might  be  termed  environ- 
mental systems  devices.  Earnings  prob- 
ably will  be  around  $1.25  per  share, 
which  is  25%  higher  than  1972  results. 
Furthermore,  with  backlogs  at  record 
highs,  I  believe  the  1974  earnings  po- 
tential could  be  in  the  area  of  $1.50 
per  share. 

American-Standard  (above  15)  may 
be  another  attractive  low-priced  spec- 
ulation. It  is  not  just  that  this  is  a 
period  where  the  tortoise  is  outrunning 
the  hare.  Rather,  I  believe  that  the 
new  management  has  restructured 
the  company  by  concentrating  in  few- 
er businesses  where  it  has  a  strong 
market  position.  American  Standard 
today  manufactures  products  for  grow- 
ing markets  that  serve  basic  human 
needs,  whether  it  be  in  building  prod- 
ucts for  health  and  comfort,  or  trans- 
portation products  for  railroads,  or  se- 
curity products  for  the  banks.  This 
year,  I  believe  the  company  will  earn 
about  $1.80  per  share  as  against  $1.15 
in   1972.  I  can  see  an  equally  good 

1974  unless  the  world's  economies 
topple— which  I  doubt.   ■ 
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Market 
Trends 

By  Martin  T.  Sosnoff 


Final  Solution  To 
The  IBM  Problem 


It  was  only  fitting  that  one  day  in 
September  the  market  would  stand 
IBM  against  the  wall  and  shoot  her 
down.  Wall  Street  celebrated  the  ex- 
ecution the  way  the  rabble  of  Paris 
did  when  Marie  Antoinette's  head 
dropped  into  the  basket.  There  was 
a  splurge  of  speculation  that  hasn't 
been  seen  since  the  early  months  of 
1971,  when  anything  that  breathed 
and  was  under  $10  a  share  danced 
obscenely  on  the  tape.  Not  surpris- 
ingly, it  was  the  same  goods  dancing 
again  except  from  a  much  lower  level 
than  a  few  years  ago.  Oil  plays,  fast 
food  shacks  and  motel  chains  tacked 
on  10%  to  20%  almost  overnight,  and 
even  some  naughty  conglomerates 
showed  life,  along  with  controversial 
semiconductor  issues  and  motor 
shares.  In  short,  everything  was 
marked  up  that  had  gotten  ridiculous- 
ly undervalued. 

There  is  no  question  any  longer 
that  speculation  is  in  the  air.  Long 
before  the  IBM-Telex  decision,  IBM 
and  its  like  were  being  cashed  in  by 
money  managers  who  were  rapidly 
becoming  enthralled  by  the  many 
basic  industrials  whose  plants  were 
limning  flat  out  in  a  setting  of  rising 
end-product  prices.  This  condition 
has  enhanced  such  prosaic  sectors  as 
steel,  aluminum  and  parts  of  the 
chemicals,  wood  products  and  paper 
industries,  where  it  takes  at  least  a 
couple  of  years  to  phase  in  increment- 
al capacity. 

The  very  reasons  that  the  banks 
ignored  basic  industry  as  a  legitimate 
investment  area,  namely  their  stop- 
and-go  earnings  pattern  and  the  in- 
capability of  dealing  with  inflation, 
are  now  inoperative.  The  tables,  in 
fact,  have  turned.  Avon,  for  exam- 
ple, has  reported  sheepishly  to  Wall 
Street  that  its  quarter  will  be  flat. 
Evidently  toilet  water  becomes  a  dis- 
cretionary purchase  item  once  bacon 
hits  $1.89  a  pound.  Mark  Avon  down 
10%  today.  Meanwhile,  Kodak  and 
Xerox  await  the  antitrust  blade  for 
their  excessive  show  of  marketing 
muscle  these  many  years. 

It  is  an  easy  exercise  to  lump  IBM, 

A  guest  columnist,  Mr.  Sosnoff  Is  a  general  partner 
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Kodak,  Avon  and  Xerox  under  the 
heading  "sources  of  cash"  and  come 
to  the  conclusion  that  the  market  has 
nothing  but  good  shooting  ahead  of 
it.  For  the  little  investor  need  never 
come  back.  If  it  becomes  fashionable 
to  part  the  hair  of  these  four  great 
institutions  there  is  enough  money 
around  to  finance  a  revolution.  We 
are  talking  about  $75  billion  in  capi- 
talized value,  and  that  is  about  7% 
of  what  the  total  market  sells  for 
these  days. 

Seventy-five  bills  in  the  hands  of 
money  managers  who  itch  to  perform 
can  make  the  world  go  around.  It 
can  take  Ford  from  5  times  earnings 
to  7  times  earnings,  and  all  those 
respectable  secondary  growth  com- 
panies that  sold  at  20  times  earnings 
a  few  years  ago  and  were  dropped  by 
two-thirds  of  their  market  value  may 
yet  come  back.  After  all,  nothing  has 
changed.  Many  of  them  still  grow  10% 
to  15%  a  year. 

buy  American 

The  inherent  potency  of  an  internal 
change  in  the  dynamics  of  the  cash 
flow  earmarked  for  the  market  can- 
not be  underestimated.  The  pension 
fund  sector  has  peaked  at  about  $10 
billion  a  year,  and  this  is  the  only 
sizable  flow  that  has  any  consistency 
to  it.  When  you  start  to  talk  about 
maybe  $10  billion  to  $20  billion  com- 
ing out  of  a  handful  of  growth  stocks, 
there  is  an  internal  source  of  switch 
money  available  to  the  market  that 
dwarfs  even  the  sheiks  of  Arabia 
who  are  still  too  busy  counting  out 
their  gold.  Before  long,  even  they 
will  buy  American. 

Any  international  investor  will  read- 
ily acknowledge  that  the  American 
market  is  by  far  the  cheapest  play- 


pen around  for  big  money.  The  Ja- 
panese market,  fueled  by  individual 
speculation,  is  at  20  times  earnings 
and  Japan's  ministry  of  trade  is  be- 
ginning to  sweat  over  rising  costs  for 
international  commodities  over  which 
they  have  little  control.  For  all  we 
know,  individual  investors  from  Japan 
and  Saudi  Arabia  will  take  some  of 
that  $80  biUion  rattling  around  the 
world  and  throw  it  Wall  Street's  way. 

What  goes  down  hard  can  come 
up  as  hard.  A  brief  summary  of  the 
damage  done  in  the  market  for  the 
better  part  of  this  year  {see  table 
below)  is  in  order  if  only  to  relish 
what's  in  store  for  us  in  the  way  of 
a  reversal  if  the  animals  finally  shake 
off  their  chains. 

The  Dow  Jones  index  covers  the 
stocks  your  grandmother  owned.  As 
for  the  Standard  &  Poor's  industrials, 
the  banks  own  the  goods  in  proxy  for 
you  and  control  that  index.  If  you  are 
a  player  looking  for  a  little  action, 
your  index  is  the  Indicator  Digest 
which  shows  you  what  happened  to 
all  stocks  on  the  boards,  unweighted 
for  market  capitalizations. 

It  took  exactly  eight  months  in 
1973  to  make  you  thoroughly  dis- 
gusted with  yourself  as  a  money 
maker.  You  would  have  been  better 
off  hustled  on  the  tennis  courts.  At 
least  you  would  have  gotten  some  ex- 
ercise for  the  money.  It  comes  as  no 
surprise  that  an  index  of  speculative 
activity,  namely  the  ratio  of  volume 
on  the  American  Stock  Exchange  to 
the  Big  Board  was  as  low  as  15% 
in  the  summer  of  1973.  In  the  good 
old  days  of  the  late  Sixties,  this  ratio 
ranged  upwards  of  60%. 

It  is  understandable  why  the  banks 
did  what  they  had  to  do  to  perform. 
They  stayed  away  from  the  impos- 
sible game  of  predicting  market 
swings  because  of  their  size  and  the 
tremendous  premium  involved  in  turn- 
ing over  huge  portfolio  positions. 
Successful  stock  selection  was  their 
entrance  ticket  to  the  performance 
game,  and  what  better  way  was  there 
to  increase  the  chances  of  success 
than  concentrating  on  America's  most 
entrenched  growth  companies  where 
earnings  momentum  in  the  long  run 
would  bail  them  out. 

The  fallacy  in  this  thesis  is  simply 
that,  pushed  to  an  extreme,  the  multi- 


Stock  Market  Indicators 

1973  High  (January) 

Standard  & 
Dow  Jones         Poor's 
Industrials      Industrials 

Indicator 

Digest 

NYSE  Stocks 

Indicator 

Digest 
ASE  Stocks 

1067               136 

54.99 

19.64 

August  Low 

845.50         112.06 

38.01 

12.39 

Change  From  1973  High 

—21%          —18% 

—31% 

—37% 
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pies  of  growth  stocks  can  become 
just  as  cyclical  as  the  earnings  of 
the  stodgy  Dow.  International  Busi- 
ness Machines,  Disney  and  Avon  can 
go  from  3  times  the  market  multiple 
to  2  times  the  market  multiple  just 
as  easily  as  Ford's  earnings  can  go 
from  $10  a  share  to  $6.50  a  share. 
(That  day  in  September  IBM  dropped 
9%,  over  $3  billion  in  market  value.) 
Either  way  the  price  damage  to  the 
investor  is  equally  costly. 

Conversely,  a  company  today  can 
be  blasted  for  earning  too  much  mon- 
ey on  the  basis  that  the  profits  cannot 
be  sustained.  In  short,  a  company's 
fortunes  do  not  have  to  change  for 
its  multiple  to  change.  It  works  both 
ways:  Fairchild  Camera,  for  example, 
was  $33  in  July  and  $85  in  October. 
Syntex  was  $60  in  May  and  $115  in 
October.  The  same  three  analysts  who 
hated  each  company  still  hate  it,  and 
the  same  two  analysts  who  think 
earnings  will  be  no  flash  in  the  pan 
are  steadfast  lovers.  Nothing  has 
changed. 

Big-Money  Followers 

There  are  horseplayers  who  bet  the 
way  money  should  be  managed  to- 
day. All  they  do  is  watch  the  tote 
board  to  see  where  the  money  is  go- 
ing, and,  when  the  odds  drop  on  a 
horse  a  few  minutes  before  post  time, 
they  rush  to  the  window  and  buy 
tickets— that  is,  if  they  can  get  to  the 
window  before  everyone  else.  It 
should  be  no  surprise  to  them  that  a 
gambling  ring  made  $3  million  by 
fixing  the  Superfecta  at  harness  racing 
in  New  York.  In  short,  you  go  where 
the  money  is  going  and  you  don't 
ask  any  questions.  It  is  enough  to^ 
know  that  there  is  money  available 
for  the  stock  market.  Then,  all  you 
have  to  determine  is  the  way  big 
money  is  thinking.  Are  drug  stocks  in 
and  semiconductors  respectable? 
Good.  Implement  and  vice  versa. 

There  is  every  indication  that  mar- 
kets have  degenerated  into  one  giant 
Superfecta.  The  big  players  bet  which 
stocks  will  be  1,  2,  3  and  4  in  perfor- 
mance. At  the  end  of  1972,  six  major 
holding?  of  the  Morgan  Guaranty  in- 
cluded IBM,  Kodak,  Avon,  Disney, 
Sears,  Roebuck  and  Polaroid.  Com- 
prising a  breathtaking  25%  of  the  $21 
billion  in  equities  controlled  by  that 
bank,  IBM  alone  stood  at  $2.1  billion, 
a  10%  position.  On  a  weighted  basis 
these  stocks  by  summer's  end  were 
oft  over  16%.  It  is  not  for  nothing  that 
the  market  is  known  as  The  Great 
Humbler. 

I  can  hear  the  old  performanceniks 
of  the  Sixties  muttering  to  them- 
selves in  their  nursing  home  beds: 
"Thank  God!  This  time  they  got  the 
Morgan!"  ■ 


Value  Line 

INTRODUCTORY  TRIAL 

only  $29. 

(Next  3  months  full  page  reports,  weekly,  on  1550  stocks  plus 

past  3  months  reports  already  bound  and  indexed  in  two  strong 

binders  which  become  your  property.) 

Available  only  to  those  who  have  not  had  a  subscription 

at  any  time  in  the  past  two  years. 

Orders  must  be  sent  in  under  company  stationery  or 

accompanied  by  check  ($29  for  13  week  trial, 

$  224  for  annual  subscription.) 

Arnold  Bernhard  &  Co.,  Inc. 

Dept.  U-16M01 
5  East  44th  St.,  New  York,  N.Y.  10017 

This  subscription  will  not 
be  assigned. 


How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 

If  you  have  saved  or  acquired  $5,000  to 
$50,000  in  cash  or  securities,  you  naturally 
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up  control  and  pay  a  percentage  fee 
to  get  competent  investment  counsel. 

Before  turning  over  your  cash  and  securities  —  locl<,  stocl<  and  dividends  —  to  some- 
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aims  and  needs.  Mail  this  coupon  for  complete  details. 
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Readers  Say 


(Continued  from  page  1 6) 

fleets  all  that  the  experts  conjointly 
think  about  a  stock  at  a  point  in 
time,  the  experts,  as  a  majority,  at 
times  are  nuts.  If  Prof.  Malkiel  is  a 
"modified"  random  walker  as  you  sug- 
gest, what  is  it  that  causes  the  modifi- 
^cation?  Could  it  be  that  he  recognizes 
that  there  is  such  a  thing  as  value 
independent  of  current  price? 

—Arnold  Bernhard 

Arnold  Bernhard  &  Co.,  Inc. 

New  York,  N.Y. 

Uncovered  Cover 

Sir:    I    was    shocked    at    the    lewd 

cover  picture   on   the   Oct.    15   issue. 

You're   contributing   to   the    alarming 

spread  of  pornography  in  our  nation. 

—Ellis  Potter 

Mitchell,  S.D. 

The  "lewd"  picture  is  a  painting 
by  the  renowned  late-Renaissance 
artist  Titian— Ed. 

Sir:  Your  cover  is  sufficient  docu- 
mentation to  not  warrant  renewal  of 
my  subscription  when  it  expires.  What 
a  shame  when  it's  not  safe  to  take  a 
business  magazine  home,  for  fear  the 
children  might  view  the  cover. 

-W.  Paul  Wolf 

President, 

Home  Loan  &  Savings  Assoc. 

Fort  Wayne,  Ind. 

How  Many  Zeroes? 

Sir:  I  was  bemused  by  "The  Party 
Is  Over"  (Sept.  15),  since  I  was  the 
president  (and  founder)  of  Elektra  at 
the  time  in  which  the  alleged  $60,000 
Arabian  Nights  extravaganza  occurred. 
The  actual  figure  was  $6,000. 

— Jac  Holzman 

Senior  Vice  President, 

Warner  Communications 

New  York,  N.Y. 


Our    source, 
$60,000-Ed. 


a    good    one,     says 


Ambiguous 

Sir:  You  stated  in  your  M-G-M 
story  (Oct.  1)  that  "M-G-M  .  .  . 
[which]  brought  you  Ben  Htir  and 
The  Wizard  of  Oz  will  bring  you 
crap— and  roulette,  slot  machines.  .  .  . ' 
One  of  those  games  is  actually  called 
"craps."  Or  had  you  intended  another 
interpretation? 

—Thomas  R.  Pklimlin 
Los  Angeles,  Calif. 

Inconsistent? 

Sir:  In  one  editorial  you  support 
ending  price-wage  controls  {Oct.  15). 
Then  on  the  same  page  you  support 
fixed    rate    commissions    [on    socurit\ 
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transactions].  How  can  you  logically 
state  controls  are  bad  for  everyone 
but  the  securities  industry? 

— F.  Steven  Donahue 
Pebble  Beach,  Calif. 

Since  when  does  an  editorial  writer 
have  to  he  logical?— MSF . 

Detroit's  the  One 

Sir:  There  is  an  inaccuracy  in  the 
quote  attributed  to  Mr.  Richards  of 
Budd  ( Oct.  1 ) :  "Five  years  ago  our 
Gary  auto  parts  plant  was  losing  may- 
be $9  million  a  year.  This  year  it's  go- 
ing to  make  twice  that."  The  refer- 
ence should  have  been  to  our  Detroit 
auto  parts  plant,  not  Gary. 

-D.A.  Ward 

Vice  President,  Finance  and  Adm., 

The  Budd  Co. 

Troy,  Mich. 

Gratuitous  Remark 

Sir:  An  article  on  automobile  leas- 
ing (Oct.  15)  states,  "If  you  don't 
meet  the  credit  or  income  require- 
ments, it's  back  to  your  local  loan 
shark  or  maybe  GMAC."  Aside  from 
frivolously  linking  GMAC  with  loan 
sharks,  there  are  two  other  things 
wrong  with  that.  It  suggests  a  con- 
sumer who  lacks  credit  requirements 
can  obtain  GMAC  financing,  which  is 
patently  wrong.  Second,  it  attacks  the 
entire  body  of  automobile  credit 
grantors  by  implying  loan  sharks  are 
in  the  industry.  This  gratuitous  sug- 
gestion is  shocking. 

—Van  Buren  Thorne  Jr. 

Director  of  Public  Relations, 

General  Motors  Acceptance  Corp. 

New  York,  N.Y. 

Resemblances  Don't  Count 

Sir:  There's  a  resemblance,  but 
you  ran  a  picture  of  General  Cable's 
Robert  P.  Jensen,  not  Harry  V.  Keefe. 
(The  Money  Men,  Oct.  15). 

—Irving  Rudd 
New  York,  N.Y. 


Forbes 


Jensen 


Keefe 


Fishy  Remark 

Sir:  Re  "Buffalo"  (Fact  ir  Com- 
ment, Oct.  i ) .  If  Marriott,  the  public 
and  buffaloes  all  make  a  comeback, 
we'll  all  be  rolling  in  the  chips. 

— D.C.  Stultz 
Tampa,  Fla. 
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America  is  another  name 
for  opportunity. 
Ralph  Waldo  Emerson 


A  society  without  dreams  would 
be  like  an  individual  sleeper 
without  dreams  to  fill  his  night; 
it  would  die. 
Tom  Nairn 


Inspiration  is  and  can  only  be 
the  product  of  free  men. 
Howard  E.  Fritz 


The  basic  test  of  freedom 
is  perhaps  less  in  what  we  are 
free  to  do  than  in  what 
we  are  free  not  to  do. 
Eric  Hoffer 


No  man  is  free 

who  is  not  master  of  himself. 

Epictetus 


To  accomplish  great  things, 
we  must  not  only  act,  but  also 
dream,  not  only  plan, 
but  also  believe. 
Anatole  France 


America,  in  the  eyes  of  the  world, 

typifies  above  all  else 

the  quality  of  initiative. 

"Where  there  is  no  vision,  the  people 

perish,"  says  the  Sacred  Book. 

Ideas  are  the  most  valuable 

commodity  in  the  world. 

And  ideas  are  born  of  initiative, 

the  children  of  men  and  women  of 

initiative.  Advancement  is 

applied  initiative.  Don't  imitate. 

Initiate. 

B.C.  Forbes 


Men's  ideas  are  the  direct 
emanations  of  their  material  state. 
This  is  true  in  politics,  law, 
morality,  religion,  etc. 
Karl  Marx 


Magnificent  promises 

are  always  to  be  suspected. 

Theodore  W.  Parker 


Whatever  you  can  do, 

or  dream  you  can  .  .  .  begin  it; 

boldness  has  genius,  power  and 

magic  in  it. 

Goethe 


Nothing  is  so  corrupting 
as  a  great  idea 
whose  time  is  past. 
John  P.  Grier 


Nothing  of  worth  or  weight 

can  be  achieved  with  half  a  mind, 

with  a  faint  heart 

and  with  lame  endeavor. 

Isaac  Barrow 


It  must  be  remembered  that 
there  is  nothing  more  difiicult 
to  plan,  more  doubtful  of  success, 
nor  more  dangerous  to  manage, 
than  the  creation  of  a  new  system. 
For  the  initiator  has  the 
enmity  of  all  who  would  profit 
by  the  preservation  of  the  old 
institutions  and  merely  lukewarm 
defenders  in  those 
who  would  gain  by  the  new  ones. 
NiccoLO  Machiavelli 


New  opinions  are  always  suspected 
and  usually  opposed  because 
they  are  not  already  common. 
John  Locke 


If  you're  living  up  to  your  ideals, 
they're  not  high  enough. 
Arnold  Glasow 


As  there  are  misanthropists  or 
haters  of  men,  so  also  are 
there  misologists,  or 
haters  of  ideas. 
Plato 


The  visionary  lies  to  himself; 
the  liar  only  to  others. 
Friedrich  W.  Nietzsche 


Business  demands  a  flow 
of  creative  ideas. 
William  Feather 


No  man  ever  yet  became  great 
by  imitation. 
Samuel  Johnson 


What  is  called  resignation 
is  confirmed  desperation. 
Henry  David  Thoreau 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  Kenneth  Woolf,  Wichita, 
Kan.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Can  two  walk  together,  except  they 
be  agreed? 
Amos  3:3 
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CASTLE  &  COOKE 


Is  It  As  Tasty 
As  It  Looks? 
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Diamond  International 
|p4i     heads  for  the 
$  ^>4  billion  sales  mark. 


\  "^  ^  :-\ 


WeVe  bigger  than  you  think. 

Then.whyareri,:t.we  better  known? 

Because  apart  from  Diamond*  matches  our  consumer  products 
use  other  na^r^eis.  Like  Bicycle'  and  Congress'  playing  cards. 
Vanity  fair' tissues. 

1  tliejood  business  knows  us — through  our  packaging  and 
,  o^st^^ms.vHousfng  knows  us — because  of  our  building  materials. 
.  ;  Pap^i^maker'sCl^nowus — they  use  our  machines.  Do-it-yourselfers 

■-       ;  ■knoVvus — we  have  over  60  retail  stores. 

!•  ..  M'aVbf-you  should  get  to  know  us,  too. 

;t  ''^  .^^    ■/  . 

L      ,  Then  yo^c^nsay  you  knew  us  when. 


..JTERNATIONAL  CORPORATION 


733  Thlrd-^lnue,  New  Yoy^,  n/y.WOI  7    PackaginJ  •  Printing  •  Paper  •  Machinery  Systems  •  Building  Materials  •  Consumer  Product? 


r:±Cr-v: 


See  C&S  for  ;^ 

a  corporate  ^* 

banking 

plan 

that's  as... 
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individual  as 
your  fingerprint 


No  two  corporations  have  the  same  banking 
requirements.  Which  is  why,  at  C&S,  we  respond 
differently  to  the  needs  of  every  one  of  our 
corporate  clients. 

.Every  facet  of  your  business  is  taken  into 
careful  consideration.  Working  with  you,  a  plan 
is  developed  to  accommodate  both  your  current 
needs  and  your  long-range  objectives.  And  C&S 
is  equipped  to  handle  all  your  banking  require- 
ments—from total  cash  management  and  payroll 
processing  to  international  banking,  pension  and 


profit  sharing  fund  management,  plant  site  loca- 
tion, and  mergers  and  acquisitions. 

Our  management  team  is  extremely  flexible. 
And  that's  important.  Because  it  means  your 
banking  plan  can  be  up-dated  on  a  moment's 
notice— to  take  advantage  of  any  new  develop- 
ments which  may  arise. 

No  wonder  more  than  80  of  the  top  1 00  U.S. 
corporations  are  already  doing  business  with 
C&S.  Isn't  it  time  you  let  us  custom-tailor  a 
banking  plan  to  your  specifications? 


CgS 
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The  Citizens  and  Southern  Banks  in  Georgia 


MEMBER  FDIC 


ONE  OF  THE 

BEST  THINGS  ABOUT  AN 

INDUSTRIAL  INDEMNITY  AGENT: 

OESN'T 
HAVE  TO  SELL  YOU 
INDUSTRIAL  INDEMNITY 
INSURANCE. 


There  are  two  kinds  of  insurance  agents. 

Those  who  work  for  only  one  company 
and  independent  agents  who  represent  many 
companies. 

Industrial  Indemnity  is  a  major  Crum  & 
Forster  insurance  company.  And  like  all  of 
Crum  &  Forster's  6,300  producers,  the  2,200 
agents  and  brokers  who  represent  Industrial 
Indemnity  are  independent.  They  handle  our 
workmen's  compensation,  property  and 
casualty  insurance,  and  other  companies' 
insurance  as  well.  So  when  they  make  a  recom^ 
mendation,  they  have  no  obligation  to  suggest 
our  insurance.  Or  anybody  else's. 

This  independence  obviously  frees  the  agent 
to  give  you  the  kind  of  objective  advice  you 
already  expect  from  an  accountant  or  a  lawyer. 

If  one  of  our  agents  examines  your  situation 
and  then  recommends  one  of  our  competitors' 
policies,  he's  simply  doing  the  job  you  and  we 
want  him  to  do.  You  get  the  right  coverage 
at  the  right  price.  When  youVe  satisfied, 
he  knows  you'll  continue  to  do  business  with 
him.  And  we're  motivated  constantly  to 
improve  our  coverage  and  service. 

So  far,  the  Crum  &  Forster  companies  have 
done  extremely  well  amid  this  unusually 
intense  competition.  C&F  provides  personal 
and  business  insurance  that  ranges  from 
homeowners,  auto,  boat  and  marine,  to  work' 
men's  compensation  policies.  And  in  a  field 
of  over  2,700  property  and  casualty  groups, 
Crum  &  Forster  is  number  16.  COT's  total 


premium  volume  is  $666.8  million,  its  net 
worth  is  $432.4  million,  and  assets  are  over 
$1.4  billion. 

For  over  75  years,  the  Crum  &  Forster 
Insurance  Companies  have  been  writing  insur- 
ance only  through  independent  agents.  And 
while  everything  in  this  experience  has  proven 
the  value  to  you  of  using  them,  it's  just  as 
important  for  you  to  get  the  right  one. 

There  are  over  300,000  independent 
insurance  agents  in  the  country.  But,  as 
we  said,  only  2,200  of  them  have  been 
appointed  to  handle  Industrial  Indemnity. 
All  of  our  agents  and  brokers  are  insurance 
professionals  who  have  established  their 
personal  and  professional  reputations  in  their 
communities. 

Call  800-447-4700  toll-free  anytime. 
We'll  be  glad  to  give  you  the  names  of  the 
Industrial  Indemnity  agents  near  you.  Each 
of  them  would  be  happy  to  sit  down  with 
you  and  appraise  your  insurance  situation  and 
to  then  give  you  his  expert,  objective  opinion— 
without  any  obligation  to  you.  Or  to  us. 

We're  glad  to  recommend  him.  Even 
though  he  may  not  always  recommend  us. 

INDUSTRIAL  INDEMNfTY 

one  of  the 

CRUM<^FORSTER 
INSURANCE  COMMiNIES 

THE  POUCY  Mi 
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This  is  what  you  know  about  Utah 

It's  a  place  you  fly  over  between  New  York  and  Los  Angeles. 


This  is  what  you  don't: 


It's  a  place  for  industry  to  land. 

Utah  is  a  highly  urbanized  state.  Eleventh 
in  the  nation  —  ahead  of  Pennsylvania,  In- 
diana or  Michigan,  for  instance. 

Nearly   80%   of  the  population  lives  and 
works  in  a  4-county  area  on  the  Western 
slope  of  the  Wasatch  Mountains, 
boasts  such  diverse  signs 
civilization  as  a  U.S.  Cus- 
toms office,  the  largest 
distribution  center  in 
the  world,  a  symphony] 
orchestra  and 
Ballet  West,  the  only 
professional  ballet  com- 
pany between  Chicago 
and  San  Francisco. 

Since  Utah  is  in  the  geographical  heart  of  the 
Western  Market  of  33,000,000  people,  it's  not 
surprising  that   the   U.S.  Government  chose 

Utah  as  a  central  distribution  site  for  so  much 
of  its  logistic  support  materials  and  supplies, 
and  a  manufacturing  site  for  vital  components 
for  defense  contracts. 
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Utah  is  the  4th  fastest  growing  state,  but 
it's  not  so  urbanized  that  you  have  to  spend 
hours  on  the  freeway  to  get  away  from  it  all. 
Hunting,  fishing,  camping,  skiing,  swimming, 
golf  and  tennis  are  all  within  an  easy  30- 
minute  drive  in  almost  any  direction. 

May  we  tell  you 
more?  Write  the 
words  "Utah  File" 
on  your  business 
card,  and  mail  to: 

John  H.  Rencher,  Director 
Utah  Industrial  Promotion  Division 
No.  2  Arrow  Press  Square  (Dept.  FB-11) 
Salt  Lake  City,  Utah  84101 


We'll  show  you  how  you  can 

)«■  Win  the  West  from 

•the  heart  of  the  33  million  Western  market. 


When  it  comes 
lo  pockef  calcukilors, 
businessmen  tiave 

aneasyctioice: 

Hie 

Hewlert-Pacl«aid  HP-80 

or  second  besi: 


19310  Pruneridge  Ave. 
IJQ~Q^^       Cupertino.  ColifornfO  95014 
tir'0\J       Telephone  14081  996-0100 

d   Please  send  me  the  free  HP-80  brochure. 

D  Pleose  send  me HP-80lsl  at  $395*  each  (plus  state  ond  locol 

taxi.  Enclosed  is  my  check  for  $ 


I  uriderstond  each  HP-80  comes  with  o  15  day  money-bock  trial  period 

Please  charge  my  D__BankAmericard       D Master  Charge" 

n Diners  Club  D American  Express 

Account  *■ Expiration  Dote 

**(lf  using  Master  Charge,  pleose  include  4-digit 

bonk  number  appeoring  on  card  just  above  your  name I. 


Nome- 


Address. 
City 

Stote 


-County. 


Compony 

Signature 

*USA  price.  Add  state  and  local  taxes. 


.Zip. 


613/604B 


The  $395*  HP-80  offers  you  the  power  to 
solve  over  100  types  of  complex  business 
calculations,  each  in  seconds.  No  other 
hand-held  calculator  can  match  it.  Even  many 
expensive  desk-top  calculators  can't  match 
it.  You  can  see  the  HP-80  at  a  nearby 
Hewlett-Packard  outlet.  For  the  address,  call 
(408)  996-01 00.  Or  to  order  yours  right 
now,  use  the  coupon  at  the  left. 

If  you're  in  business,  you  can't  afford 
to  be  without  an  HP-80. 

HEWLETT  M  PACKARD 


'0 


Soles,  service  ond  support  m  172  cenrers  m  65  countries. 

Depi   613/604B  19310  Prunendge  Ave,  Cupertino.  CA  95014 


More  people  pay 
full  cover  price  for 

TV  Guide  tiian  for 

Digest,Time,  SI,  BH&G, 

Woman's  Day,  Family 

Circle.  Combined. 


That's  moving  magazines  the  hard  way.  More  single  copies 

each  year  at  full  cover  price,  in  fact,  than  the  next 
57  magazines  combined.  Which  is  why  we  offer  advertisers 

the  lowest  cost  per  thousand  of  any  major  magazine. 

Being  judged  52  times  a  year  is  tough  on  our  editors,  but  it 

tells  advertisers  a  lot  about  the  appeal  of  our  magazine. 

Performance  in  the  marketplace.  Its  one  reason  why  advertisers 

will  invest  more  than  $100,000,000  in  TV  Guide  again  this  year. 


Performance.  It's  a  terrific  environment  for  advertising. 


TV 

GUIDE 


IRIANGLE  PUBLICATIONS.  INC 


Sources  ABC,  SRDS,  PIE 
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This  year  put  a  little  FmEPOWER  in  your  briefcase. 


If  you  liked  the  movie,  or  if  you  thought 
General  Patton  was  your  kind  of  guy,  then 
you'll  love  the  General  George  S.  Patton 
Executive  Calendar-Diary  for  1974. 
The  Patton  Diary  is  more  than  just  a  Diary. 
It's  a  real  businessman's  diary.  Not  only  does 
it  keep  your  appointments  straight,  it  keeps 
your  spirit  soaring,  your  courage  intact, 
your  integrity  unassailable. 

Each  week  you  will  find  a  hard-driving, 
hard  fighting  quotation  from  the  words  of 
General  Patton.  Words  from  his  writings 
and  his  speeches  — on  the  record  and  off! 

SOME  EXAMPLES: 

"Anyone,  in  any  walk  of  life,  who  is  content 
with  mediocrity  is  untrue  to  himself  and  to 
American  tradition!' 

"One  look  is  worth  one  hundred  reports'.* 

"After  all  the  —  kissing  I  do  here,  no 
wonder  I  fiave  a  sore  lip!" 

These  are  winning  words!  Business,  after 
all,  is  a  bit  like  war,  and  we  think  winning 
counts.  If  winning  counts  for  you,  you'll 
want  the  General  Patton  Calendar-Diary. 
The  perfect  Christmas  gift  for  friends  and 
clients.  Not  available  at  bookstores. 


•  More  space  for  executive  appointments! 

•  More  space  for  daily  notes! 

•  A  complete  section  for  important  telephone  numbers  and 
addresses! 

•  A  complete  section  for  keeping  track  of  your  business  expenses! 

•  Handsomely  bound  and  richly  appointed! 

•  Elegant  ribbon  to  mark  your  place! 

•  Bound  for  easy  opening,  lies  flat  on  your  desk,  while  fitting 
comfortably  into  your  attache  case! 

Order  the  General  George  S.  Patton  Executive  Calendar-Diary 
for  1974  now! 


KiO'^N 
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Aubrey,  Incorporated 
8601  Wilshire  Boulevard 
Beverly  Hills,  California 
90211 


Yes,  I  want  General  Patton  on  my  side  in 
1974.  Enclosed  is  my  check  or  money  order 
made  payable  to  Aubrey,  Incorporated  for 
$15.00,  which  includes  postage  and 
handling.  (California  residents  please  add 

^'^'^  5%  sales  tax.)      ©  1973  AUx  a    Rcmer.  Aubrey,  he 

□  Charge  to  my  American  Express  Card  account  number: 

— Valid  through 

□  Charge  to  my  Master  Charge  account  number: 

Valid  through 

Signature . 

Name  (please  print)        

Street  .^ 

City^ 


-State. 


-Zip. 


To  err  is  humam. 

< 

That's  \diy 
Yve  invented  the 
Wizard  of  Avis. 


On  one  hand,  nobody's  perfect. 

On  the  other  hand,  nobody  cares  to  hear  that  when  theyVe  renting  a  car. 

For  instance,  that  rental  agreement  you  get  has  i4  different  trouble  spots 

on  it  where  someone  can  easily  make  a  mathematical  error. 

Add.  Subtract.  Multiply.  Days.  Hours.  Discount.  Mileage.  Tax. 

Why  it's  enough  to  drive  a  pretty  young  girl  with  a  pen  right  up  the  wall. 

Give  her  a  break. 

Rent  from  the  pretty  young  girl  in  red. 

She's  the  only  one  backed  by  the  Wizard  of  Avis,  a  super-efficient  computer 

that  neatly  types  out  your  entire  rental  agreement  without  making 

mathematical  errors. 

(To  get  your  free  Wizard  Number,  simply  visit  your  nearest  Avis  counter. 

Or,  call  toll-free  (800)  231-6900.  In  Texas,  call  (800)  392-3900.) 

Just  think:  no  more  silly  misdakes. 


Avis. 


A>is  rents  all  makes...  features  the  Plymouth  Fur)'. 

'   Avis  Rent  A  Car  System.  Inc 
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Your  Land  Is  lUy  Land? 

The  quality  of  life  vs.  the  quantity  of  life.  The  former  is  represented  by 
the  environmentahst  movement,  the  latter  by  economic  development.  The 
choice  between  the  two  is  by  no  means  clear-cut.  Okay,  we  all  want  clean 
air,  landscapes  to  feast  the  eyes  on,  room  to  hunt  and  fish  and  backpack.  But 
does  scenery  take  precedence  over  jobs  and  over  a  man's  right  to  do 
what  he  wants  with  his  property?  Should  virgin  areas  be  closed  to  all  except 
those  already  fortunate  enough  to  live  there?  The  choices  are  not  simple. 

When  we  first  tackled  this  subject  back  in  June  of  1971,  our  article  at- 
tracted wide  attention  and  was  reprinted  in  The  Reader's  Digest.  The  article 
was  entitled:  "No  Trespassing:  Fellow  Americans  Keep  Out!" 

We  take  up  the  theme  again  this  issue  with  a  cover  story  on  Castle  & 
Cooke,  the  once  sleepy  island  company  which  has  grown  into  a  $700-million 
food  and  land-development  giant.  Like  many 
major  Forbes  features,  this  one  uses  the  com- 
pany-story format  to  tell  a  bigger  story  as  well. 

The  article,  which  begins  on  page  40,  was 
written  and  reported  by  Senior  Editor  Robert 
J.  Flaherty  and  Reporter-Researcher  Alison 
Stolzman.  This  is  what  Bob  Flaherty  has  to 
say  about  his  reporting: 

"I  found  in  Hawaii  more  questioning  of  the 
conventional  attitude  toward  property  rights 
than  anywhere  else  I  have  visited  in  the  U.S. 
I  don't  think  Hawaii  is  unique  in  this;  it  is  just 
more  deeply  involved.  Being  islands,  rocky  is- 
lands at  that,  and  short  of  fresh  water,  Hawaii's 
livable  land  is  precious.  How  it  is  used  is  a 
question  that  concerns  all  the  people.  The  issue 
is  embittered  by  the  fact  that  100  companies 
own  the  bulk  of  the  privately  owned  land. 
Land  is  so  scarce  that  homeowners  frequently 
are  merely  tenants  so  far  as  the  land  under 
their  houses  is  concerned. 

"The  issue  of  land  ownership  is  further  com- 
plicated—again Like  the  mainland  but,  again,  to 

a  more  passionate  degree— by  the  issue  of  jobs  vs.  environment.  On  some  of 
Castle  &  Cooke's  lands  the  alternative  is  very  simple:  Every  house  that  is 
built  takes  land  from  pineapple  cultivation  and  reduces  the  number  of  jobs 
available  to  a  fast-growing  population.  Yet  don't  Hawaiians  and  other  Amer- 
icans have  the  right  to  own  homes?  And  doesn't  the  company  have  rights 
in  land  it  has  owned  for  a  half  centuiy  and  more? 

"And  then  you  have  the  ecologists,  the  Life  of  the  Land  people  in  this 
case.  They  are  hostile  to  development  of  tourism.  They  say  it  will  spoil  the 
landscape  and  make  life  less  pleasant  for  the  people  already  living  there.  On 
turning  pineapple  lands  into  towns,  the  trade  unions  side  with  the  ecologists, 
but  on  tourism  they  part  company.  The  unionists  favoi'  tourism,  because  it 
creates  jobs,  lots  of  jobs. 

"Then  there  is  the  question  of  the  Japanese.  They  are  'leginning  to  swarm 
over  Hawaii,  both  as  tourists  and  as  investors  in  tourism. 

"You  come  away  from  Hawaii  realizing  there  is  no  clear-cut  right  or  wrong, 
but  a  very  complex  situation  in  land  ownership.  Here  in  microcosm,  in  bold 
relief,  in  dramatic  Technicolor,  is  one  of  the  major  problems  facing  our 
nation  and  the  entire  world:  How  shall  we  use  our  limited  resources  and 
with  whom  shall  we  share  them?" 

Lots  of  people  talk  about  government-business  partnership,  but  ask  what 
they  mean  and  you  usually  get  an  awkward  silence.  But  Jim  Srodes  of 
Forbes'  Washington  Bureau  came  away  with  something  better  from  his 
interview  {see  p.  35)  with  Director  John  Dunlop  of  the  Cost  of  Living  Council. 
In  his  own  professorial  way— he  is  a  professor,  after  all— Dunlop  laid  out  a 
proposition  of  how  businessmen  could  earn,  so  to  speak,  the  price  increases 
they  are  asking  for— and  benefit  everybody  in  the  process.   ■ 
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The  right  calculator  for  the  right  job. 


Some  people  resist  making  the  change  from  adding 
machine  to  electronic  calculator  simply  because  they're 
used  to  their  adding  machine.  Now  that  Canon  has 
developed  the  MPIOOO,  there's  no  excuse. 

The  MPIOOO  gives  you  the  same  keyboard  layout  you're 
already  accustomed  to.  And  all  the  advantages  of  a 
Canon  electronic  printer  besides. 

It's  the  latest  example  of  how  Canon  keeps  improving  its 
line  of  calculators.  So  you  can  have  all  the  features 


you  want,  without  paying  for  more  than  you  need. 

Only  Canon  gives  you  a  choice  of  everything  from 
multi-memory  programmables  to  the  world's  only  pocket- 
size  printer. 

All  Canon  calculators  are  precision  engineered  and 
solidly  built  for  total  reliability. 

Sizes  may  vary,  but  quality  doesn't. 

That's  why  Canon  is  the  logical  choice  in  calculators. 

Consult  the  Yedlow  Pages  for  your  nearest  Canon  dealer. 


Paimtronic  LE-80M  with 
memory.  Features  battery 
check,  arithmetic  entry, 
automatic  clearing.  Works  on 
penlight  or  rechargeable 
NiCd  batteries.  Or  on  AC. 


New  Paimtronic  LE-80R  with 
square  root.  Features  battery 
check,  automatic  clearing. 
Also  available:  Paimtronic 
LE-82  with  percentage  key 
for  add-on  and  discount 


New  Paimtronic  LE-81  operates      Pocketronic  World's  only 


for  90  hours  on  alkaline  bat- 
teries. Large,  easy-to-read  LED 
display.  Features  constant 
facility,  algebraic  logic. 


pocket-size  printer.  Performs 
automatic  repeat,  chain  and 
constant  calculations  and  in- 
volution. Operates  on  recharge- 
able battery  or  AC. 


Canola  L1420  Our  14-digit, 
two-memory  desktop  for 
advanced  business  needs. 
Features  sum  operands  key, 
accumulation  key.  Performs 
percentage  calculations. 


Canola  L121F0ur  12-digit 
selective  memory  desktop 
offers  add-on  and  discount, 
reverse  and  shift  keys,  and  a 
wide  decimal  point  selection 
including  full-floating. 


Canola  LIOOS  Our  all-purpose 
10-digit  display  calculator  with 
full-floating  or  preset  decimal, 
automatic  round-off  and 
cut-off,  underflow  system, 
constant  key. 


Canola  L810  with  memory. 
Operates  on  flashlight  batteries 
or  AC.  Also  available:  Canola 
L802  8-digit  desktop  compact 
with  percentage  key  for  add-on 
and  discount. 


Canola  MP142R  Our  sophis- 
ticated 14  digit,  two-memory 
printer  for  complex  accounting 
and  scientific  procedures.  Fea- 
tures include  square  root  and 
percentage  keys. 


Canola  MP1212  lets  you  use 
display  alone  or  display  with 
printer.  Also  available:  MP1210, 
our  12-digit,  one-memory 
printer  with  percentage  key, 
item  counter. 


New  Canola  MPIOOO  Our 

10-digit  printer  has  easy-to-  use 
adding  machine-like  keyboard. 
Features  add-mode,  itemization 
on  left  of  tape,  repeat  addition 
and  subtraction. 


Canola  L1630  Our  most 
sophisticated  display  calcula- 
tor. Has  three  memories, 
2"  key  for  standard  deviation. 
Capable  of  chain  calculations 
by  a  constant. 


Canola  1614P  Our  ultimate  16-digit,  14-memory  programmable. 

Can  store  several  programs  simultaneously.  Equipped 

with  a  variety  of  conditional  and  unconditional  jump  functions, 

including  subroutine  jump. 

P-1  High  performance  printer  optional. 


Canola  167P-li  All  the 

features  of  the  1614P  in  a 
smaller  version.  Seven 
memories  and  four  jump 
functions.  P-1  printer  optional. 


Canon' 

lectronic  Calculators 


Canola  F-10  Our  scientific- 
engineering  desktop 
computes  in  totally  algebraic 
logic.  Has  hard-wired  function 
keys  for  trig,  log,  conversion, 
exDonential  calculations. 


Canon  USA.  Inc  .  10  Nevada  Drive.  Lake  Success.  New  York  1  104C) 

Canon  USA.  Inc  .  467  Fullerton  Avenue.  Elmhurst.  Illinois  60126 

Canon  Optics  &  Business  Machines  Co  .  Inc  .  123  East  Paulanno  Avenue.  Costa  Mesa.  California  92626 

Canon  Opt  ics  &  Business  Machines  Canada.  Ltd  ,  3245  American  Drive.  Mississauga,  Ontario 
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Washington 


A  Lot  of  Brass 

A  recent  survey  of  the  armed 
forces  came  up  with  the  information 
that  there  are  now  more  generals,  ad- 
mirals, lieutenant  generals,  vice  ad- 
mirals, colonels,  captains,  lieutenant 
colonels  and  commanders  in  the  U.S. 
military  than  at  the  height  of  World 
War  II,  and  10  million  fewer  men. 

Tax  Pie 

Federal  tax  collections  will  rise 
about  $385  per  household  by  the  end 
of  the  fiscal  year  next  June  30,  the 
Tax  Foundation  reports.  The  average 
household  income  tax  payment  thus 
becomes  $3,686.  Here's  how  the  Gov- 
ernment spends  that  $3,686: 
Health  &  Welfare  $1,423 

(incl.  Social  Security) 
National  defense  1,112 

Interest  338 

Veterans  benefits  161 

Commerce  &  transportation  159 

Education  139 

Revenue  sharing  83 

General  Government  83 

Agriculture  76 

Housing,  urban  68 

International  affairs  52 

Natural  resources  50 

Space  research  43 

Special  allowances  24 

Intergovernmental  adjustment     — 125 

But  Is  It  Safe? 

So  far  this  year,  the  Occupational 
Safety  &  Health  Administration  re- 
ports 81,000  inspections  of  American 
businesses  that  have  resulted  in 
51,000  citations  and  fines  of  $6.7  mil- 
lion. This  is  about  double  OSHA's  ac- 
tivity last  year. 


Business 


Not-So-Merry  Christmas 

The  wave  of  Wall  Street  firings 
that  has  cost  20,000  jobs  since  July 
1972  {see  p.  77)  could  lead  to  fu- 
ture labor  troubles.  At  the  heart  of 
the  problem  is  the  virtual  disappear- 
ance of  the  Christmas  bonus  that  was 
long  a  Street  tradition.  Without  the 
added  kicker  of  getting  perhaps  12 
weeks'  extra  salary  at  Christmas,  little 
reason  remains  for  clerical  and  back- 
oflBce  personnel  to  put  up  with  the 
periodic  hirings  and  firings  of  the 
highly  cyclical  brokerage  business. 

R&D-U.S.  vs.  U.K. 

The  U.S.  and  Britain  may  be  vastly 
different  in  population,  area  and  eco- 
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nomic  size,  but  their  expenditure  pat- 
terns for  research  and  development 
are  remarkably  similar.  The  U.K.  spent 
a  stable  2.75%  of  gross  national  prod- 
uct on  R&D;  the  U.S.'  current  per- 
centage is  2.4%,  down  from  3%  in 
1964.  (The  magnitude  of  the  two  ef- 
forts, $30.1  billion  for  the  U.S.  in 
1972  vs.  $3.6  billion  for  the  U.K., 
merely  reflects  the  difference  in  size  of 
the  two  economies. )  In  both  countries 
the  government-financed  share  of  to- 
tal R&D  expenditures  has  been  de- 
clining but  still  equals  53%  of  the  to- 
tal. One  difference:  In  the  U.K.,  the 
government  carries  out  25%  of  the  na- 
tion's R&D  in  its  own  labs.  The  cor- 
responding figure  is  only  15%  for  the 
U.S.,  which  prefers  to  farm  out  most 
of  its  government-supported  R&D. 

The  Tax  Man  Cometh 

How  confidential  are  your  private 
tax  records  that  only  your  accountant 
sees?  Not  as  secure  as  they  once  were, 
after  a  recent  U.S.  Supreme  Court 
case  that  has  CPAs  and  tax  lawyers 
worrying  about  malpractice  suits  and 
client  confidentiality.  The  Court  up- 
held the  Internal  Revenue  Service's 
right  to  subpoena  your  CPA's  work- 
sheets and  any  of  your  records  that 
he  may  be  holding  for  you.  In  the 
case,  a  taxpayer  had  left  records  cov- 
ering several  years  with  her  accoun- 
(Continued  on  page  16) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 

F-4826 


Swingingest  gift 
in  pour  hag  f 

The  WOflLTS 
CREATE8T 
JAZZEANI) 

cfVANKlAWSDN 

steoeHAecART 

Yank,  Bob,  Billy  Butterfield, 
Bud  Freeman,  Vic  Dickenson, 
Bob  Wilber,  Eddie  Hubble, 
Gus  Johnson  Jr.  and 
Ralph  Sutton  swing  Christmas 

Carols  like  Scrooge 
never  imagined ! 


,^^  W  ii  w 


LP  OR  CASSETTE  $5.50 

INCLUDES  POSTAGE. 


WfRLD 
JAZZ 


4350  E.  CamelbackRd. 
204C,  Phoenix, 
Arizona  85018 


Enclosed  is 
amount  of  $ 

check  or 

money  order  in 

Please  send 

D 

LPS 

D 

CASSETTES 

Name 

Street 

City 

State 

Zip 

The  peofJe  i 

away  from  thes 

Thdr  cars  ha( 


The  people  in  these  crashes  were 
in  cars  equipped  with  an  air  bag 
passive  restraint  system. 
Inflatable  bags  that  automatically 
cushion  driver  and  passenger  in  a 
frontal-type  collision.  Inflating, 
protecting,  deflating  in  less  than 
one-half  second. 

But  the  people  in  these  crashes 
were  lucky.  Extraordinarily  lucky. 

Because  there  are  only  1,800 
air  bag  equipped  cars  on  the 
road  today.  Used  —  in  a  program 
of  on-road  testing  of  air  bag 
reliability— by  the  U.S. 
Government,  Allstate  and  several 
other  major  companies. 

The  air  bag's  record  in  this 
program  has  been  most 
impressive.  It  has  never  failed, 
in  a  real-life  crash,  to  work  to 
protect  the  occupants  as  it  was 
designed  to  do. 

In  over  35  million  miles  of 
on-road  testing  has  the  air  bag 
system  ever  inadvertently 
deployed?  Yes.  Once. 

Once,  in  over  35  million  miles  of 
driving,  one  inadvertent 
inflation  of  the  air  bag  has 
occurred.  (The  result?  A  minor 
hand  injury  to  the  right  front 
passenger.  However,  the  driver 
was  completely  unaffected  and 
stopped  the  car  without  incident.) 

But  despite  its  impressive 
record  of  performance — 
including  a  mounting  number  of 
air  bag  successes  like  the  ones 
shown  here — the  protection  of 
air  bags  is  still  not  available  to 
the  public. 

We  hope  this  situation  is 
about  to  change. 

Several  years  ago  a  Federal 
regulation  was  adopted  that 
would  have  required  some  kind  of 
passive  restraint  system  in  all 
1974  model  cars.  But  that 


68  mph  into  a 
parked  car.  Injury: 
broken  wrist  and 
knee  cap. 
Lap  belt:  not  in  use. 


Source:  St.  Louis  Poet-Dispatch.  Photo  by  Scott  C.  Di 


35  mph  into  utility  pole.  Injury  to 
driver:  slight  nose  fracture.  Injury  to 

Eassenger:  sore  shoulder. 
,ap  belts:  not  present. 


ese  cars  walked 


rabies* 


mph  head-on  collision.  Injury:  none, 
ap  belt:  in  use. 


deadline  was  called  off. 
Now  1976  is  the  target  year. 
So  the  debate  continues  over 
what  kind  of  passive  restraint 
system  should  be  used  in  cars 
sold  to  the  public.  (A  debate 
that's  failed  to  produce  any 
system  as  effective  as  air  bags.) 
We  believe  after  years  of  air 
bag  laboratory  tests  and  over 
35  million  miles  of  successful 
on-road  testing,  the  time  for 
debate  is  over. 
Today  air  bags  are 
technologically  ready  to  be 
installed  in  production-line  cars. 
One  car  manufacturer,  General 
Motors,  has  announced  plans 
to  offer  air  bags  as  an  option 
on  some  50,000  1974  cars- 
Cadillacs,  Buicks  and 
Oldsmobiles.  We  hope  other 
companies  will  follow  their 
example. 
There's  little  doubt  that  some 
of  the  people  in  the  crashes 
shown  here  would  have  been 
badly  injured  or  killed  if  they'd 
been  driving  cars  without  air 
bags.  A  look  at  these  photo- 
graphs makes  that  clear. 
Each  year  thousands  of  people 
are  killed  in  automobiles.  Well 
over  a  million  more  are 
seriously  injured,  many  maimed 
for  life.  How  many  lives  might 
be  saved,  how  many  injuries 
prevented,  if  air  bags  were 
available  to  every  new  car 

buyer? 

The  air  bag  is  ready  for  America 

now.  And  America,  Allstate 

believes,  is  ready  for  the  air  bag. 

For  details  on  the  air  baj;  and  its 

record  of  performance,  write  to 

Director  of  Automotive  Engineering, 

Allstate  Insurance  Company, 

Northbrook,  Illinois  60062. 


kVheti  will  yours? 


/lllstate 


? 


Delta  is  an  air  line  run  Isy  professionals. 
Like  Bob  Pickett,  Customer  Services 
Supervisor. 

He  runs  a  busy  Delta  downtown  ticket 
office.  One  minute  he's  on  the  phone 
solving  a  knotty  fare  problem.  The 
next  minute  he's  laying  out  an  8/)00'mile 
itinerary.  Or  booking  a  package  vacation. 
Or  preparing  tickets  for  100  people  on  a 
group  flight. 

But  Bob  Pickett's  never  too  busy  to  treat 


you  like  the  VIP  you  are. 


Delta  is  rea^ 
when  you  are. 


P^^ 


10  MAHACAiBO  ■  CAHACAA 
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(Continued  from  page  13) 
tant,  who  had  stored  them  after  filing 
each  year.  The  Coiirt  held  the  IRS 
could  compel  him  to  hand  over  his 
worksheets  and  her  records;  it  de- 
nied her  claim  that  this  violated  her 
Constitutional  guarantee  against  self- 
incrimination.  That  protection  does 
not  extend  to  another  person,  the 
Court  reasoned. 

Another  Victim 

Inflation  has  claimed  the  nickel 
candy  bar,  the  dime  cup  of  coffee 
and  now  the  $29.95  automobile  paint 
job.  Ever  since  1945—28  years  ago— 
Earl  Scheib,  Inc.  of  Beverly  Hills, 
Calif,  has  repainted  cars  for  that 
price.  In  doing  so,  the  company  grew 
nationwide  and  became  the  largest 
painter  of  cars  except  for  the  De- 
troit automakers.  Last  month,  how- 
ever, rising  costs  forced  Scheib  to 
boost  its  base  price  to  $39.95. 

No  Business  Like  Agribusiness 

Only  15%  of  the  2.3  million  U.S. 
farm  families  draw  their  income  solely 
from  the  farms  they  till.  The  U.S.  Com- 
merce Department  reports  less  than 
340,000  families  earned  all  their  in- 
come last  year  from  farm  labor  exclu- 
sively—a median  income  of  $5,230. 
Another  group  of  farm  families,  1.4 
million  of  them,  told  the  Government 
that  nonfarm  income  was  greater  than 
their  return  from  agriculture.  Their 
median  income  level  was  $9,820. 

Union  Slack 

Membership  in  labor  unions  and 
employee  associations  in  the  U.S.  rose 
nearly  half  a  million— to  23  million 
last  year,  according  to  the  U.S.  Bureau 
of  Labor  Statistics.  Employee  associa- 
tions gained  20%,  or  about  350,000,  to 
2.1  million.  But  union  membership 
rose  only  144,000,  to  20.8  million,  the 
smallest  gain  since  1962. 


Foreign 


Deltas  Wide-Ride"" DC- 1 0  gives  'comlort    a  whole  new  meaning  Two-by-two  seats 

in  both  Tourist  and  First  Class.  Now  Delta  has  the  747.  the  727-200  and  the 

DC- 10  in  its  Wide-Ride  fleet. 


Keep  It  Hot 

Researchers  at  Holland's  Philips 
Lamp  have  come  up  with  an  interest- 
ing new  way  to  store  heat,  using  a 
mixture  of  liquid  fluorides  kept  in  a 
kind  of  giant  vacuum  bottle.  The 
heart  of  the  device  is  an  ingenious 
"heat  tap,"  or  means  of  getting  the 
desired  amount  of  heat  out  of  th<' 
tank  at  will.  The  researchers  came 
up  with  an  essentially  chemical  de- 
vice that  would  reduce  temporarily 
the  insulating  efficiency  of  the  storage 
tank.    ■ 
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For  a  Se^r  dollars  a  year, 
you  can  learn  ivhat 
*we  knoi;^  about  exporting. 


^33  a  year 

26  issues. 

With  strongemphasis 
on  international 
business  and  export 
expansion.  Features 
timely  information 
on  worldwide  trade 
developments. 


^27ayear 

Over  100  reports  annu- 
ally. Compiled  by  U.S. 
Embassies  and  Consul- 
ates overseas,  trans- 
mitted to  the  U.S.  by  air 
and  promptly  repro- 
duced, they  contain  the 
most  up-to-the-minute 
economic  data  available. 


INOfcX  TO 


Foreign  Market 
Reports 


^28.SOayear 

The  OBR  series  covers 
the  economy,  foreign 
trade  regulations, 
market  factors,  etc., 
of  both  the  developed 
and  emergent  world 
markets. 


August  1973 


Free 


Includes  titles  of 
hundreds  of  re- 
ports on  hundreds 
of  industries  and 
their  potentials  in 
individual  coun- 
tries. Listed  by 
document,  coun- 
try and  SIC 
number. 


Bureati  of  International  Commerce, 
Room  4004 

U.S.  Department  of  Commerce 
Washington.  DC.  20230 


Make  check  payable  to  Superintendent  of  Documents. 


My  check  Send  my 

for  subscription  mtroductory 

is  enclosed  free  copy 

D  □      Commerce  Today -$33 

D  D      Overseas  Business  Reports -$28.50 

D  D       Foreign  Economic  Trends  — $27 

D       Index  to  Foreign  Market  Reports— Free 


Name 


Title 


Firm 


.•\ddress 


City 


State 


Zip 


Bureau  of  International  Commerce 


SITESEE  IN        ■ 

orkonsos 


THE  VIEW 

INCLUDES  INDUSTRIAL 

FINANCING. 

Industry  has  lots  of  friends  among  Arkansas 
legislators  and  financiers.  They've  been  making 
tax  laws  and  revenue  bonds  that  are  uniquely  and 
intentionally  designed  to  aid  in  industrial 
development.  100%  industrial  financing,  along 
with  clean  natural  resources  and  a  nationally 
recognized  labor  force  is  attracting  many  of 
America's  best-known  industries.  Here's  a  state 
that's  ready  right  now:  Arkansas! 

ARKANSAS  INDUSTRIAL 

DEVELOPMENT 

COMMISSION 

STATE  CAPITOL 
LITTLE  ROCK  72201 
AC  501  371-1121 


Edward  Connell  is  an  attorney 
and  law  professor. 
^  He  lives  in  Clarksdale,  Mississippi, 
1^     and  flies  his  own  plane. 

His  practice  is  primarily  in  the  area 
'  of  tax  law  and  estate  planning. 
V     He  is  a  1961  graduate  of 
^  the  University  of  Mississippi 
Law  School.  Mr.  Connell  is  married 
and  has  one  son,  Ted. 


""Vbu  can  learn  a  lot  about  the  market 
from  a  good  broker. 

Municipal  bonds,  for  instance. 

When  you  reach  my  income  bracket, 
the  tax  advantages  come  in  handy 

But  Im  also  in  stocks.  I  guess  lin 
pretty  much  of  a  trader  there. 

And  a  few  years  ago,  my  broker 
moved  me  into  commodities. 

His  timing  couldnt  have  been  better! 

Stocks,  bonds,  commodities. 
There's  ahvays  something  in  the  market. 

That's  what's  so  good  about  it!' 


There's  ahvays  a^vay  to  make  money  in 
The  Market. 


Presented  by  the  Securities  Industry  Association 


How  lU  adapts  itself 
to  tlie  environment. 


lU  has  a  growing  stake  in  the 
environmental  market.  With 
operations  that  reclaim  and 
recycle  industrial  wastes  on  three 
continents;  provide  water  services 
in  17  states;  develop  land  and 
resort  facilities  in  Hawaii. 

lU  entered  the  environmental 
field  in  1960  through  a  steel  slag 
processing  company.  By  1972, 


operating  groups  serving  the 
environmental  market  were 
contributing  20%  of  lU's  pre- 
tax income  and  2 1  %  of  its  $  1 .2 
billion  in  revenues. 

To  learn  more,  write 
Corporate  Affairs,  Dept.  C3, 
lU  International,  1500 
Walnut  Street,  Philadelphia, 
Pennsylvania  19102,. 


m 

International 


SERVING  WORLDWIDE  ENERGY.  TRANSPORT  XTION/DISTRfBlTION  AND  ENVIRONMENTAL  MARKETS. 


What  has  Sheraton 
done  for  you  lately? 


Sheraton's  opening  lots 

of  exciting  new  spectacular 

hotels  and  motor  inns 

all  over  the  world. 

Sheraton  has  some  great  new  travel  ideas, 

too  —  like  new  saunas,  new  recreation 

facilities,  new  three-day  holiday 

/  weekend  packages,  exciting  new 

bars  and  lounges  and 

fabulous  new  restaurants. 

Right  now  there  are  more  than 

^290  Sheraton  Hotels  and 
Motor  Inns  around  the  world. 

For  a  reservation  at 


.  r^  V 


any  one  just  call: 

800-325-3535. 

Or  have  your  travel  agent 
i^J^^^  ^  call  for  you. 

CS) 

Sheraton  Hotels  &  Motor  Inns 


A  WORLDWIDE  SERVICE  OF  ITI 


Readers  Say 


Distorted  Priorities 

Sir:  Rather  amused  when  reading 
about  Winn-Dixie  {Oct.  15).  Strange 
attitudes  nowadays.  Luxuries  can  go 
up,  up  in  price— no  quibble.  Consum- 
ers still  buy.  But  let  food  or  fiber  go 
up  and  bam,  they  scream. 

—Harry  VV.  Branton 
Leland,  Miss. 

What's  Lavish? 

Sir:  Your  item  on  the  Atlanta 
school-teaching  couple  {Where  the 
Dollar  Is  Still  King,  Nov.  1 )  con- 
tained the  statement  that  they  "live 
comfortably,  but  not  lavishly.  A  big 
blast  at  home  might  be  to  have 
friends  over  to  watch  the  Super 
Bowl.  Cost:  $75.  A  night  out  seldom 
exceeds  $40."  I'd  like  to  know  your 
definition  of  lavish  because  their  en- 
tertainment expenditures  are  not  only 
lavish,  they're  beyond  my  imagina- 
tion. No  wonder  schoolteachers  are 
always  screaming  that  they  can't  live 
on  their  salaries. 

—Leonard  W.  Williams 
Sunnyvale,  Calif. 

Sir:  Sure,  the  dollar  may  still  be 
king,  but  it  is  about  as  powerful  in 
the.se  days  of  inflation  as  a  monarch 
is  in  Scandinavia. 

—Bernard  Schneider 
New  York,  N.Y. 

Rx  for  Poverty 

Sir:  a  letter  in  Readers  Say  from 
E.  Harris  Pierce,  M.D.  {Oct.  1) 
stated  that  if  overweight  people  ate 
a  reasonable  amount  of  calories,  there 
would  be  no  food  shortage.  Shall  we 
carry  this  theory  one  step  further?  If 
M.D.s  charged  a  reasonable  amount, 
there  would  be  no  further  poverty. 

-R.L.  Esse 
Mimicapolis,  Minn. 

Active  Money-Makers 

Sir:  I  am  so  intrigued  by  Burton 
Malkiel's  analysis  of  investing  in  the 
stock  market  (Oct.  1)  that  I  cannot 
refrain  from  describing  my  favorite 
way  of  investing.  In  1927  a  broker 
once  told  me,  "The  soundest  invest- 
ment a  man  can  make  is  to  divide  it 
into  20  equal  parts  and  buy  an  v(\\u\\ 
amount  in  dollars  of  the  twenty  most 
active  stocks  listed  on  the  New  York 
Stock  Exchange."  In  1943,  I  tried  the 
broker's  theory,  investing  $8,000  in  a 
list  of  the  20  most  active  NYSE  stocks 
for  the  previous  week.  The  broker 
exclaimed,  "Some  of  these  slocks  I 
couldn't  sell  to  my  worst  cncniy!" 
Very  reluctantly,  he  placed  the  order. 
Through  the  years,  I  have  kept  this 
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In  the  bottom-line 
^A/orkJ  of  business, 
ther^  o  need 
foroblgbankthat 
does  more  than  look 
at  the  bottom  line. 


Sometimes  a  business  needs  a 
>ank  that  can  do  something  —  without 
xpecting  something  in  return. 

Take  the  case  of  one  of  our  cus- 
Dmers  — a  major  oil  company  that 
/anted  help  in  designing  a  benefits 
Ian  for  its  employees  on  a  Caribbean 
iland.  Local  laws  prohibited  a  U.  S. 
>ank    from    getting    involved    in    the 


plan's    administration    or    investment 
management. 

But  that  didn't  stop  our  bank  — 
or  our  bankers.  Our  benefits  special- 
ists went  to  work  and  made  specific 
recommendations  on  all  the  nitty-gritty 
of  the  plan,  from  funding  to  invest- 
ments. From  last  reports  — our  plan 
was    operating    "very   successfully"  — 


without  us. 

This  kind  of  "do-more-than-ex- 
pected"  attitude  may  seem  unusual  in 
an  $19-billion  bank  like  Manufacturers 
Hanover.  But  then  again,  our  bankers 
are  unusual.  They  respond  — with  a 
competence  and  a  willingness  to  work 
for  customers  that  doesn't  always 
draw  the  line  at  the  bottom  line. 


MANUFACTURERS  HANOVER 


icent  A  Finamore,  Vice  President 


Member  FOlC 


f^uT^ 


Of  course  we'd  rather  have  you  visit  us. 


For  a  starter,  however,  we  invite  you 
to  ask  for  one  or  all  six  of  the 
brochures  shown  above.  They'll  give 
you  a  quick  and  factual  look  at  the 
advantages  many  companies  are  find- 
ing in  the  strategic  3-state  CG&E 
Area.  Each  brochure  deals  with  one 
of  six  factors  considered  important 
in  seeking  a  location  for  a  new  plant. 


or  office,  or  expanding  an  existing 
one.  If,  after  this  closer  look,  you'd 
like  more  facts,  maps,  a  special  study, 
and  (we  hope)  a  conducted  tour, 
just  ask.  Write  or  call  James  A. 
Wuenker  (513-632-2595),  Area 
Development  Division,  Cincinnati 
Gas  &  Electric  Company,  Cincinnati, 
Ohio  45202. 
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Indianapolis 
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The  Cincinnati  Gas  &  Electric  Company... Serving  a  3-Staie  Area 


Halliburton  Company's  continuing  growth  has 
resulted  in  the  highest  third-quartec  and  nine- 
months  revenues  and  net  income  in  the 
Company's  history.  As  the  world's  leading  oil 
field  services  and  products  and  engineering/ 
construction  organization,  Halliburton  Company 
is  helping  meet  growing  energy  needs  by 
providing  essential  services  and  products  for  the 
energy  industries  around  the  world,  both  onshore 
and  offshore.  We  are  continuing  to  plan  for 
expansion  of  our  capabilities  to  meet  the 
challenges  of  accelerating  demands  in  the 
markets  we  serve. 


FINANCIAL  HIGHLIGHTS 


Three  months  ended  September  30:        1973          1972  Change 

REVENUES  (millions)  $    595.4  $347.8  +71% 

NET  INCOME  (millions)           27.4       19.9  +37% 

Earnings  per  share  $     1.52  $  1.13  +39  <|: 

Nine  months  ended  September  30: 

REVENUES  (millions)  $1,577.5  $962.4  +64% 

NET  INCOME  (millions)           65.5       48.7  +34% 

Earnings  per  share  $     3.69  $  2.77  +92  if 


The  Worldwide  Halliburton  Companies 


Halliburton  Services  Division 
Otis  Engineering  Corporation 
Welex  Division 
Imco  Services  Division 
Jet  Research  Center,  Inc. 
Freightl^aster  Division 
Vernon  Graphics,  Inc. 
Environmental  Control  Division 
Halliburton  Resource  Managennent 
Wm   A.  Smith  Construction  Co.,  Inc. 
Special  Products  Division 


Brown  &  Root,  Inc. 
Horn  Construction  Co.,  Inc. 
Taylor  Diving  &  Salvage  Co.,  Inc. 
Ebasco  Services  Incorporated 
Locher  Company 
Jackson  Marine  Corporation 
Southwestern  Pipe,  Inc. 
Joe  D.  Hughes,  Inc. 
Highlands  Insurance  Company 
Life  of  the  Southwest 


HsMiUiBUM^itn  CoMnpanu 

3211  SOUTHLAND  CENTER,  DALLAS,  TEXAS  75201 

Serving  the  Energy  Industries  Worldwide 


Now^ 


were 
really 
rolling! 


After  five  years  of  on-line 
service  and  more  than  45 
million  miles  of  successful 
operation  on  50  U.S. 
railroads,  the  Association 
of  American  Railroads  has 
granted  our  Magnus  Roller 
Bearing  Division  the 
authority  to  move  into 
unlimited  production  and 
sales  of  its  roller  bearings 
for  freight  cars. 

Through  a  variety  of 
operations  such  as  the 
Magnus  Roller  Bearing 
Division,  N  L  meets  the 
worldwide  needs  of  mod- 
ern industry,  supplying 
a  wide  range  of  fabricated 
products,  metals, 
chemicals  and  services. 
To  learn  more  about  us, 
sendfo  your  copy  of 
our  latest  Annual  Report. 
Writer,  _  ndustries,  Inc., 
111     r     dway.  New  York, 
NewYor    10006. 


Readers  Say 


particular  group.  In  1966  and  again 
in  January  this  year,  they  reached  a 
value  of  $134,000.  In  the  meantime, 
I  have  collected  $88,785  in  dividends. 
I  have  tried  this  several  times  since, 
and  I  did  learn  one  rather  costly  les- 
son. This  theory  should  not  be  tried 
in  December  when  investors  are  dis- 
posing of  their  cats  and  dogs  for  tax 
purposes. 

—Henry  B.  Bass 
Enid,  Okla. 

Sir:  Malkiel  supports  his  random- 
walk  notion  by  claiming  that,  as  a 
group,  professionally  managed  port- 
folios have  not  performed  better  than 
randomly  selected  portfolios.  It  is 
frequently  stated  that  the  big,  pro- 
fessionally managed  money  dominates 
the  stock  market,  and  to  a  large  ex- 
tent will  therefore  determine  stock 
market  performance.  Clearly,  as  a 
group,  professional  managers  can't 
outperform  their  own  average. 

—Alan  Brenner 
Chicago,  111. 

Did  They  or  Didn't  They? 

Sir:  Re  your  cover  reproduction 
of  Titian's  Adam  and  Eve  (Oct.  15). 
That  painting  caused  a  considerable 
religious  controversy  in  its  day.  No, 
not  the  nudity.  But  Adam  and  Eve 
were  shown  to  have  navels,  and  funda- 
mentalists said  that  since  they  were 
not  born,  they  couldn't  have  them. 

—Margaret  Lucas 
Crane,  Mo. 

Sir:  It  is  an  outrage  for  any  stately 
magazine  to  display  material  suitable 
for  the  cover  of  pornographic  pub- 
lications. Your  magazine  has  no  fur- 
ther place  in  my  home  or  office. 

—Paul  G.  Killian 
Liberty,  N.Y. 

Sir:  Let's  see.  We  have  Playboy, 
Penthouse,  Oui  and  Forbes.  Due  to 
inflationary  increases  and  higher  cloth- 
ing costs  beyond  the  editor's  control, 
the  couple  on  the  cover  consented  to 
pose  in  the  nude. 

—Donald  Westpiial 
San  Francisco,  Calif. 

L.A.  Still  Vibrant 

Sir:  Los  Angeles  is  by  no  means 
dying,  as  you  would  imply  (Oct.  1). 
You  characterize  it  as  having  an  "ar- 
tificial heart."  But  you  noted  that 
downtown  L.A.  is  the  financial  capital 
of  the  West.  It  is  also  the  largest 
retailing  center  west  of  Chicago  and 
the  largest  governmental  center  west 
of  Washington,  D.C.  Would  you  pre- 
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fer  that  the  city  and  its  business  lead- 
ers take  no  steps  to  restore  and  im- 
prove this  most  central  site  in  the 
region?  Even  if  it  does  "take  three  to 
five  years  to  fill  the  existing  vacan- 
cies," this  represents  an  astonishing 
measure  of  growth.  There  must  be  a 
reason  for  all  those  business  decisions 
to  expand  headquarters  here  beyond 
your  postulate  of  simple-minded  cor- 
porate vanity. 

—Frank  P.  Lombardi 
Executive  Ofiicer, 

Dept.  of  City  Planning 
Los  Angeles,  Calif. 

Sir:  The  Committee  for  Central 
City  Planning  does  not  advocate 
spending  $3  billion  in  tax  revenues 
but  rather  using  a  portion  of  tax 
revenues  from  $3  billion  of  private 
construction  for  a  limited  period  of 
time  to  build  a  park,  new  streets  and 
other  public  facilities.  The  article's 
tone  portrays  the  committee's  mem- 
bership as  going  off  to  serve  their 
selfish  interests.  In  fact,  the  down- 
town plan  is  totally  in  keeping  with 
the  city's  and  county's  current  area- 
wide  planning  philosophy,  which  ad- 
vocates reinforcing  and  directing  fu- 
ture regional  growth  to  centers  such 
as  Beverly  Hills,  the  airport  and  sever- 
al other  areas.  The  article  also  credits 
me  with  statements  I  never  made  or 
thought,  the  most  outrageous  of 
which  is  the  reference  to  the  way  in 
which  Richard  Mitchell  is  going  to 
become  czar  and  control  the  Los  An- 
geles City  Council. 

—Donald  H.  Brackenbush 

Western  Regional  Manager, 

Wallace  McHarg  Roberts  and  Todd 

Los  Angeles,  Calif. 

Grave  Remark 

Sir:  In  "Goodbye  Philly,  Hello  De- 
troit" {Oct.  1),  the  opening  quota- 
tion ascribed  to  W.C.  Fields,  "Frank- 
ly, I'd  rather  be  in  Philadelphia,"  is 
incorrect.  The  humorous  epitaph  al- 
legedly proposed  by  Fields  was,  "I'd 
rather  be  here  than  in  Philadelphia." 
Only  his  name  is  on  his  tomb. 

— W.S.  Johnson 
New  Orleans,  La. 

Check  that  Comparison 

Sir:  Dr.  Stone  compares  the  ex- 
pense of  transferring  stock  certificates 
to  that  of  processing  checks  {The 
Money  Men,  Sept.  1).  This  is  a  poor 
comparison  as  there  are  something 
like  10,000  diff"erent  securities  issues, 
but  checks  are  all  in  terms  of  dollars. 
What  would  happen  to  our  banking 
system  if  checks  were  routinely  writ- 
ten in  any  of  10,000  different  curren- 
cies? The  Europeans  are  trying  to 
broaden  their  securities  markets  so 
(Continued  on  page  130) 
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.  TW^  figures 
if  you  like  our  747 


you'll  love  our  1011. 


First  Class. 

Our  747  First  Class  is  big  and 
gracious,  our  1011  First  Class  is  big 
and  gracious.  Plus  we  made  part  of 
it  a  dining  room  with  big,  comfort- 
able swivel  seats  so  you  can  dine 
with  friends.  You  can  even  make 
reservations  as  you  would  in  a 
restaurant. 


Coach. 

You  like  Coach  to  be  roomy? 
You'll  love  how  roomy  this  Coach  is. 
And  so  you  won't  feel  crowded,  we 
put  in  unique  two-by-two  seating. 
You'll  never  be  more  than  one  seat 
from  the  aisle. 


Technology. 

TWA's  1011  is  even  more  advanced 
than  the  747.  It's  the  most  advanced 
plane  ever  built.  In  fact,  it  uses 
some  of  the  same  technology  that 
landed  our  men  on  the  moon.  TVeat 
yourself  to  a  trip  on  TWA's  1011.  It's 
everything  an  airplane  should  be. 


T  W\  is  what  travel  should  be. 


'Now 

weVe^ot  it  made 

in  tne  shade. 


"We  made  enough  dough  in  our  first  season  with 
this  roadside  stand  that  I  could  buy  us  a 
good-looking  aluminum  sunshade','  so  says 
Dot  Nicholls,  of  La  Nada,  California.  "That's  why 
Sis  and  I  say  we've  got  it  made  in  the  shade'.' 

"Before  we  started  Dot's  Berry  Farm,  Sis  and  I  worked 
in  an  airplane  factory.  That's  where  we  got  to  know 
aluminum  to  be  an  outstanding  building  material.  Take  this 
sunshade.  It  was  easy  to  put  up.  It's  sturdy.  And  I  won't 
have  to  worry  about  painting  it'.' 

Alcan  has  concocted  this  little  tale  to  make  a  couple 
of  points.  One:  Aluminum  is  a  versatile  and  inexpensive 
material  with  a  wealth  of  applications.  Two: 
The  Alcan  Portiko  material  we  used  in  Dot's  sunshade 
is  turning  up  everywhere  from  roadside  to  poolside 
and  from  schoolyards  to  shopping  malls. 

But  back  to  La  Nada  and  Dot.  "Don't  get  me  wrong 
when  I  say  it  was  smart  to  make  our  business 
a  little  shady.  Because  this  canopy  is  good  for  the 
produce  and  it  attracts  a  lot  of  attention 
from  the  folks  on  the  road'.' 

'  Alcan  is  making  and  marketing  aluminum  building 
materials  from  coast  to  coast.  But  find  out 
what  else  Alcan  is  up  to.  In  the  United  States, 
in  Canada  and  in  more  than  100  other  countries. 
For  more  information,  write:  Alcan  J\^ 

Aluminum  Corporation,  100  Erieview 


Plaza,  Cleveland,  Ohio  44114.  /^Zcan'' 


Alcan.  The  altuninufn  company'. 


Printing  magazines,  or 

furnishing  printing  plates  and 

inks  and  paper  perforator  tapes 

are  just  a  few  of  Bemis' 

contributions  to  business. 

We're  a  packaging 
company,  a  coating/ 
laminating  company, 
a  textile  company,  a 
specialty  paper 
company  .  .  .  and  a 
graphic  arts  company. 

We're  a  diversified 
company  touching 
people's  lives  in 
thousands  of  ways. 

But  we're  not  a 
conglomerate. 
Because  we  grow 
out  of  ourselves 
.  .  .  applying  our 
own  special  kind 
of  knowledge 
when  and  j^^fe-fSi; 
where  we  can 
make  a  quality  contribution. 

Consider  the  communications- 
oriented  products  illustrated  here. 

They're  related,  in  a  way,  to  the 

first  product  Bemis  made 

1 14  years  ago  .  .  .  the  bag. 

Because  each  is  built  on  a 


Prfnting  inks 


technology  that  evolved  from 
bag-making  skills. 

That's  the  secret  of  our  growth. 
It's  why  we've  recorded  an 
average  annual  sales  growth 
rate  of  1 1  %  for  the  most  recent 
10-year  period  and  had,  in  j 

1972,  our  biggest  year  in 
history  ($428  million  in  sales 
and  $9.8  million  net  income). 

And  it's  why  we're  in  the 
worlds  of  fashion  and  packaging, 
and  safety  and  communications, 
et  cetera,  et  cetera. 

Bemis  Company,  Inc.,  800 
Northstar  Center,  Minneapolis, 
MN  55402. 


tHE  etc  COMPANY 


Lilhographic 
printing  plat- 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


REVOLUTIONARY 


For  many  of  the  world's  Have-not  Nations,  Have  days 
are  here. 

For  now,  anyway,  what  underdeveloped  agrarian  lands 
grow  is  in  great  demand  and  bringing  appreciably  greater 
prices.  Those  mostly  underdeveloped  lands  with  oil,  such 
as  Indonesia,  join  the  ranks  of  Arab  lands  with  pools  of 


this  liquid  gold.  So,  too,  countries  with  mineral  resources 
find  them  in  greater  demand  at  hugely  higher  prices. 

With  traditionally  Have-nots  turning  into  Haves,  it's  a 
new  ball  game  in  the  world  of  economics  and  power  and 
politics.  We'd  better— and  we  will— learn  to  adjust,  to  live 
with  the  fact  that  the  world  is  no  longer  our  oyster. 


GOOD! 


Present  big,  and  huge  future,  oil  and  natural  gas  fields 
in  and  around  Indonesia  are  a  cause  for  rejoicing.  The  In- 
donesians are  a  wonderful,  friendly  people  with  strong- 
ly held  beliefs   and   an  industrious-but-beautiful  way  of 


life.  Their  energy  resources,  by  and  by,  will  hopefully 
result  in  a  higher  standard  of  living  for  a  people  of  high 
standards. 

It's  always  good  to  see  good  come  to  good  people. 


BUZZ  OFF 


When  you  get  in  a  new  car  and  turn  the  ignition  on 
—even,  in  some  instances,  before  you  turn  it— buzzers  go 
off  in  all  tones  and  directions.  The  most  jarringly  persistent 
is  the  seat  belt-mit-hamess  note;  then  there's  frequently 
the-door-is-open  buzz  and  the  brake-is-on  buzz,  plus  sun- 
dry others.  It  sounds  like  the  beginning  of  a  Stravinsky 
suite  or  the  makings  of  a  Led  Zeppelin  hit. 

Cussing  and  seeking  ways  to  cut  off  this  safety  cacoph- 
ony is  now  a  national  pastime.  We  don't  mind  paying 
lots  of  extra  bucks  for  in-car  radios  and  tape  players,  but 


we're  sore  at  paying  similar  amounts  for  these  addition- 
al safety  sounds. 

Before  blowing  our  stacks  and  finding  ways  to  beat  the 
buzzers,  though,  we  might  reflect  that  seat  belt  &  harness 
will  cut  deaths  and  serious  injuries  from  auto  accidents 
by  20%  or  30%.  That's  possibly  16,000  lives  that  will  be 
saved  and  600,000  injuries  avoided— 10  times  the  number 
of  casualties  incurred  in  the  worst  year  of  the  Vietnamese 
war. 

Sober  second  thoughts  should  make  objectors  buzz  off. 


FALSE  FALL  GUY 


While  the  computer  can  be  "blamed"  for  having  created 
some  important  and  immense  new  social  problems,  most 
often  most  of  us  blame  it  for  the  foul-ups  in  our  bills  and 
subscriptions  and  the  like. 

It's  about  time  we  recognize  that  this  Out  is  almost 
invariably  a  copout  for  human  error,  the  fault  of  the  in- 
putter  and  not  the  printout. 


The  computer's  contribution  to  man's  knowledge  and 
capabilities  is  well-nigh  incalculable.  Its  contributions 
to  cost-cutting,  time-saving,  convenience,  new  services  to 
the  sciences  and  to  everyday  life  are  innumerable  and 
valuable  beyond  price. 

But  they're  not  beyond  human  error. 

Yet. 
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eMis 


QTions 


Printing  inks 


Printing  magazines,  or 

furnishing  printing  plates  and 

inks  and  paper  perforator  tapes 

are  just  a  few  of  Bemis' 

contributions  to  business. 

We're  a  packaging 
company,  a  coating/ 
laminating  company, 
a  textile  company,  a 
specialty  paper 
company  .  .  .  and  a 
graphic  arts  company. 

We're  a  diversified 
company  touching 
people's  lives  in 
thousands  of  ways. 

But  we're  not  a 
conglomerate. 
Because  we  grow 
out  of  ourselves 
.  .  .  applying  our 
own  special  kind 
of  knowledge 
when  and  ^|^^S 
where  we  can 
make  a  quality  contribution. 

Consider  the  communications- 
oriented  products  illustrated  here. 

They're  related,  in  a  way,  to  the 

first  product  Bemis  made 

1 14  years  ago  .  .  .  the  bag. 

Because  each  is  built  on  a 


il^ 


technology  that  evolved  from 
bag-making  skills. 

That's  the  secret  of  our  growth. 
It's  why  we've  recorded  an 
average  annual  sales  growth 
rate  of  11%  for  the  most  recent 
10-year  period  and  had,  in 
1972,  our  biggest  year  in 
history  ($428  million  in  sales 
and  $9.8  million  net  income). 

And  it's  why  we're  in  the 
worlds  of  fashion  and  packaging, 
and  safety  and  communications, 
et  cetera,  et  cetera. 

Bemis  Company,  Inc.,  800 
Northstar  Center,  Minneapolis, 
MN  55402. 


THE  ere  COMPANY 


Perforator  tapes 


I  ilhoyi.ii  ' 
piinling  i 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


REVOLUTIONARY 


For  many  of  the  world's  Have-not  Nations,  Have  days 
are  here. 

For  now,  anyway,  what  underdeveloped  agrarian  lands 
grow  is  in  great  demand  and  bringing  appreciably  greater 
prices.  Those  mostly  underdeveloped  lands  with  oU,  such 
as  Indonesia,  join  the  ranks  of  Arab  lands  with  pools  of 


this  liquid  gold.  So,  too,  countries  with  mineral  resources 
find  them  in  greater  demand  at  hugely  higher  prices. 

With  traditionally  Have-nots  turning  into  Haves,  it's  a 
new  ball  game  in  the  world  of  economics  and  power  and 
politics.  We'd  better— and  we  will— learn  to  adjust,  to  Uve 
with  the  fact  that  the  world  is  no  longer  our  oyster. 


GOOD! 


Present  big,  and  huge  future,  oil  and  natural  gas  fields 
in  and  around  Indonesia  are  a  cause  for  rejoicing.  The  In- 
donesians are  a  wonderful,  friendly  people  with  strong- 
ly held  beliefs   and   an  industrious-but-beautiful  way  of 


life.  Their  energy  resources,  by  and  by,  will  hopefully 
result  in  a  higher  standard  of  living  for  a  people  of  high 
standards. 

It's  always  good  to  see  good  come  to  good  people. 


BUZZ  OFF 


When  you  get  in  a  new  car  and  turn  the  ignition  on 
—even,  in  some  instances,  before  you  turn  it— buzzers  go 
off  in  all  tones  and  directions.  The  most  jarringly  persistent 
is  the  seat  belt-mit-hamess  note;  then  there's  frequently 
the-door-is-open  buzz  and  the  brake-is-on  buzz,  plus  sun- 
dry others.  It  sounds  like  the  beginning  of  a  Stravinsky 
suite  or  the  makings  of  a  Led  Zeppelin  hit. 

Cussing  and  seeking  ways  to  cut  ofiF  this  safety  cacoph- 
ony is  now  a  national  pastime.  We  don't  mind  paying 
lots  of  extra  bucks  for  in-car  radios  and  tape  players,  but 


we're  sore  at  paying  similar  amounts  for  these  addition- 
al safety  sounds. 

Before  blowing  our  stacks  and  finding  ways  to  beat  the 
buzzers,  though,  we  might  reflect  that  seat  belt  &  harness 
will  cut  deaths  and  serious  injuries  from  auto  accidents 
by  20%  or  30%.  That's  possibly  16,000  lives  that  will  be 
saved  and  600,000  injuries  avoided— 10  times  the  number 
of  casualties  incurred  in  the  worst  year  of  the  Vietnamese 
war. 

Sober  second  thoughts  should  make  objectors  buzz  off. 


FALSE  FALL  GUY 


While  the  computer  can  be  "blamed"  for  having  created 
some  important  and  immense  new  social  problems,  most 
often  most  of  us  blame  it  for  the  foul-ups  in  our  bills  and 
subscriptions  and  the  like. 

It's  about  time  we  recognize  that  this  Out  is  almost 
invariably  a  copout  for  human  error,  the  fault  of  the  in- 
putter  and  not  the  printout. 


The  computer's  contribution  to  man's  knowledge  and 
capabilities  is  well-nigh  incalculable.  Its  contributions 
to  cost-cutting,  time-saving,  convenience,  new  services  to 
the  sciences  and  to  everyday  life  are  innumerable  and 
valuable  beyond  price. 

But  they're  not  beyond  human  error. 

Yet. 
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INVENTIONS 


Most  fortunately,  I  guess,  people  keep  right  on  in- 
venting things.  While  no  one  will  come  up  with  anything 
of  more  use  than  the  man  who  invented  the  bed  (vastly 
more  valuable  than  the  wheel).  Ring  Lardner  Jr.'s  hero, 
Owen  Muir,  came  close  with  his  invention  of  a  cigarette 
lighter  that  ejects  wooden  matches. 

Union  Carbide's  really  on  to  something  too,  with  its 
patented  process  to  reduce  garbage,  paper,  wood,  rub- 
ber, metals,  glass  and  the  like  to  a  small  quantity  of  use- 


ful slag,  at  the  same  time  producing  a  fuel  gas  that  pro- 
vides five  times  more  energy  than  the  process  consumes. 

And  those  Aussie  researchers  who  are  raising  polyun- 
saturated cattle  and  sheep  to  reduce  the  cholesterol  level 
of  those  who  can  still  afford  the  stuff  are  also  Right  On. 

Now  if  someone  can  just  come  up  with  a  cheap 
and  widely-available<in-endless-quantity  energy  source 
or  system  .  .  . 

Inventors,  man  your  stations! 


THE  COMPANY 

which  makes  the  most  money  from  do-it-yourself 
homework  is  Band  aided  Johnson  &  Johnson. 


THREE  CHEERS! 


Wide-brimmed  hats  are  back  for  the  ladies.  Invariably 
they  make  the  less-pretty  prettier  and  the  beautiful  beauti- 
fuler;  make  those  who  are  not,  look  like  ladies  and  those 


who  are,  look  more  so.  ( My  late  mother-in-law  never  wore 
any  other  kind  of  hat,  and  when  she  had  one  on,  she 
never  looked  like  a  mother-in-law. ) 


CLOTHES   DON'T  MAKE  THE   MIND 


Recently  I've  read  in  a  couple  of  places  that  the  col- 
lege young  and  even  some  of  the  protesting-the-system 
dropouts  are  dressing  up  a  bit.  Relatively  speaking,  that 
is.  It's  no  longer  de  rigueur  to  soak,  fade,  cut  and  shred 
a  new  pair  of  blue  jeans.  While  saddle  shoes  are  not 
totally  back,  at  least  sandals  now  sometimes  match.  Gran- 
ny dresses  have  gotten  too  expensive,  and  "cast-off"  mili- 
tary gear  has  priced  itself  out  of  the  market.  Even  plat- 
form shoes  are  losing  their  standing. 

At  a  time  when  their  elders  had  long  since  learned  that 
clothes   do  not  make  the  man   or   Ms.,   the   young  were 


still  spending  an  inordinate  amount  of  both  time  and  mon- 
ey to  achieve  a  dirty,  tattered,  mismatched  appearance 
that  was  rigorously  imposed  as  the  first  credential  of 
antiestablishmentism. 

Canada's  Prime  Minister  Pierre  Trudeau,  a  reformed 
sartorial  sinner,  put  it  this  way  the  other  day,  "To  be  an 
original  thinker,  you  don't  have  to  rely  on  tiirtlenecks  and 
sandals."  He  who  had  once  appeared  in  Canada's  House 
of  Commons  in  sandals  and  ascot  spoke  thus  while  weal- 
ing a  dark  business  suit  mit  matching  vest,  yet. 

It  would  seem  clothes  are  now  back  On. 


BOSS  THOUGHTS 

You  can't  know 

if  no  one  tells  you. 

You  can't  answer  the  question 
if  no  one  asks  it. 

You  can't  solve  the  problem 
if  no  one  poses  it. 


SIGNS 


So  many  signs  seem  to  invite  the  action  they  forbid— 

Keep  Off  the  Grass,  No  Smoking,  No  Parking  and  so  forth. 

But  along  the  borders  of  a  wild  animal  park  that  in- 

FIRST  COUSINS 

Common  sense  and  experience. 
One  leads  to  the  other. 
Usually. 
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eludes  lions  and  the  like,  there's  a  sign  that's  apt  to  be 
observed— "Trespas.sers  Will  Be  Eaten." 

I  guess  sign  results  all  depend  on  what  is  said  and  how. 

SAME  COIN 

Love  and  hate,  psychologists  tell  us,  are 
two  sides  of  the  same  coin.  Either  emotion 
makes  most  humans  more  so  or  less  so. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Enhance  the  Planet 

The  accelerating  pace  of  change, 
the  higher  expectations  of  people  in 
the  industrialized  nations,  the  rising 
needs  of  people  in  the  developing  na- 
tions—all these  put  new  and  tougher 
pressures  on  our  systems  and  institu- 
tions. There  now  are  about  3.5  billion 
people  on  earth. 

I  think  that  when  we  can  fill  our 
lives  with  useful  activities  that  im- 
prove the  lot  of  mankind,  enhance  the 
planet,  then  indeed  we  are  meeting 
our  highest  responsibilities  as  mem- 
bers of  the  human  race.  .  .  .  Montana 
is  noted  for  the  beauty  of  its  open 
plains  as  well  as  for  its  mountains  and 
forests.  More  than  65  million  acres  in 
this  state  are  categorized  as  range- 
land.  ...  It  is  a  terrible  neglect  of 
assets  to  have  nearly  50%  of  that 
range  in  only  poor  to  fair  condition 
as  it  is  now. 

Burlington  Northern  completely  re- 
inventoried  its  extensive  lands  in  east- 
em  Montana  over  the  past  five  years. 
It  has  been  a  laborious,  expensive 
and  time-consuming  project  but  it 
has  provided  the  information  we  need- 
ed to  establish  a  plan  for  upgrading 
the  carrying  capacity  of  these  lands. 


all  of  which  are  under  lease  to  ranch- 
ers. I  hope  the  Bureau  of  Land  Man- 
agement and  the  state  will  intensify 
their  eflForts  to  inventory  their  lands 
and  work  to  encourage  private  land- 
holders to  do  the  same.  The  world 
needs  what  we  can  produce. 

—From  a  speech  by  Louis  W.  Menk, 
Chairman,  Burlington  Northern 

TV  Interviews 

A  promotion  tour  [for  one's  new 
book]  has  few  fallow  moments.  Dur- 
ing my  similar  round  of  the  United 
States  four  years  ago,  I  found  myself 
on  the  same  television  talk  show  as 
Robin  Maugham,  the  English  novelist 
and  nephew  of  Somerset  Maugham. 

"Somerset  Maugham,"  mused  the 
man  who  was  running  the  show. 
"That's  really  something.  How  is  your 
Uncle  Somerset  these  days?"  There 
was  not  so  much  a  stunned  as  a  re- 
spectful silence.  "Not  too  well,"  said 
Robin  Maugham  shaking  his  head. 
"He's  been  dead  several  years,  you 
know." 

At  times  it  must  be  very  difficult 
for  the  interviewer  to  find  sufficient 
time  to  do  his  homework.  But  it  is 
somewhat  staggering  to  have  the  host 
of  an  all-night  radio  talk  show  glance 


at  Onward  Virgin  Soldiers  (which  is 
80,000  words  long)  during  a  com- 
mercial and  demand:  "Right,  we've 
got  10  seconds.  What's  it  about?" 

On  his  New  York  radio  program 
Joey  Adams  referred  to  my  novel  as 
Onward  Christian  Soldiers,  leaving 
me  not  displeased  but  experiencing  a 
certain  inadequacy. 

—Leslie  Thomas, 
in  the  New  York  Times. 

The  Beautiful  People 

Louis  Auchincloss,  chronicler  of  the 
old  rich,  sniffs  at  the  new:  "The  beau- 
tiful people  kiss  on  greeting,  murmur 
extravagant  compliments.  'Sincerity' 
is  at  a  premium  in  a  world  where  it 
has  become  a  substitute  for  thought." 

Style 

Boy,  [my  theatrical  agent]  was  im- 
maculate. She  once  had  me  walk  with 
her  to  Bonwit  Teller  where  she 
bought  a  bar  of  soap  for  $5.  I  had 
never  seen  anybody  buy  a  $5  bar  of 
soap  before.  Not  to  use,  anyway.  To 
put  on  the  mantel,  maybe.  I  thought 
it  was  even  classier  than  those  mink- 
lined  raincoats  that  you  can't  see  the 
fur  when  the  coat  is  closed. 

—Chris  Chase 


THE   STOLEN  PRESIDENCY 


A  growing  number  of  politicians 
and  political  observers  are  label- 
ing the  increasingly  incredible  Wa- 
tergate Affair  as  the  most  signifi- 
cant political  crisis  in  American 
history.  It  isn't,  of  course,  as  any 
cursory  glance  through  U.S.  history 
will  show.  The  Civil  War  and  the 
strife-ridden  years  preceding  it  and 
proceeding  from  it  were  more  mo- 
mentous by  any  standard.  So  too 
was  New  England's  near  secession 
from  the  Union  in  1815.  And  the 
economic  collapse  of  the  Great  De- 
pre!ssion  could  have  led  to  a  politi- 
cal collapse  as  well  if  it  had  not 
been  for  FDR. 

But  there's  another  episode  in 
American  history  that  outrivals 
even  Watergate  for  the  bizarre  and 
for  political  chicanery:  the  Presi- 
dential election  of  1876. 

Democratic  candidate  Samuel 
Tilden  won  the  popular  vote  of 
that  election  by  an  absolute  ma- 
jority. But  RepubUcan  President 
Grant  and  GOP  party  leaders  didn't 
let  that  stop  them  from  installing 


their  defeated  standard-bearer, 
Rutherford  Hayes. 

At  the  time,  Florida,  Louisiana 
and  South  Carolina  were  still  ruled, 
thanks  to  the  presence  of  Federal 
soldiers,  by  "carpetbag"  govern- 
ments. Even  though  initial  returns 
showed  Tilden  the  winner  of  the 
popular  vote  in  all  three  states,  the 
Republicans  disputed  the  count. 
Grant  poured  in  more  troops  and, 
not  surprisingly,  a  goodly  number 
of  Democratic  ballots  were  dis- 
covered to  be  "invalid." 

Without  the  electoral  votes  of 
these  states,  Tilden  was  one  elec- 
toral vote  shy  of  the  number 
needed  to  wrap  up  his  election. 
The  disputes  of  these  three  states 
(and  Oregon  as  well)  were  re- 
ferred to  a  special  commission  com- 
posed of  five  members  each  from 
the  Senate,  the  House  of  Repre- 
sentatives and  the  Supreme  Court. 
The  commission  had  seven  Demo- 
crats, seven  Republicans,  and  the 
naming  of  the  all-important  fifth 
Justice  was  left  to  the  other  Jus- 


tices. They  chose  a  Republican  who 
initially  favored  Tilden.  But  under 
intense  pressure  from  GOP  lead- 
ers, the  Justice  underwent  a  change 
of  heart,  casting  his  vote  for  Hayes 
on  all  counts. 

Thus,  Hayes  won  the  electoral 
college  185-184,  and  under  the 
Constitution  that  meant  he  won 
the  election. 

Grant  and  Republican  leaders 
consummated  the  steal  by  buying 
Southern  Congressional  acquies- 
cence—if the  Southerners  would  let 
Hayes  go  in,  all  Federal  troops 
would  be  withdrawn  from  the 
South  and  the  carpetbaggers  would 
go.  The  Southerners  went  along. 

During  this  blatant  postelection 
rigging,  the  country  came  near  to 
another  civil  war,  a  catastrophe 
prevented  by  Tilden,  who  said  he 
wanted  to  avoid  a  bloodbath  at 
any  cost,  even  the  Presidency. 

On  March  4,  1877,  Rutherford 
Hayes  was  sworn  in,  never  living 
down  his  new  nickname,  "Ruther- 
fraud."  —M.S.  Forbes  Jr. 
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Xerox  shows  you 

how  to  lower 
the  cost  of  a  (>ound 

ofduplicadtig. 

There  isn't  much  we  can  say  about  the  cost  of  a  pound  of 

ground  round,  a  head  of  lettuce  or  a  dozen  eggs.  Or  what's 
appened  to  the  cost  of  living  in  general. 

But  writh  so  many  things  going  up,  you'll  be  happy  to 
know  w^e're  bringing  something  dow^n:  The  cost  of 
duplicating. 

If  you  ve  been  sending  out  for  large  numbers  of  copies  of 
reports,  memos  and  documents,  you  now  have  a  way  of  saving 
time,  money  or  both. 

With  our  new^  Xerox  pricing  plan,  a  Xerox  2400  or  3600 
duplicator  can  match— or  may  even  better— outside 
duplicating  prices.  In  your  very  own  office. 

For  more  information  on  now  Xerox  duplicators  can  do 
long  run  jobs  for  very  short  money,  contact  your  Xerox 
representative. 

At  these  prices,  you  may  think  they're  the  greatest  thing 
since  sliced  bread. 

XEROX 


X£KOX  ■  21<«i.iiid  WKIarc  iradcnurks  of  XEROX  CORPORATION. 
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SMIRNOFF  SILVER»VODKA   90  4  PROOF.  DIST.  FROM  GRAIN    STE.  PIERRE  SMIRNOF^SSl^^B  L  E I N . )  clg/f 


HEUSLEIN,  INC  ,  HAKIFORD,  CONN. 


Smirnoff  Silver.  Ninety  point  four  proof.  Smirnoff  leaves  you  breathless* 


Forbes 


Lefs  Make  a  Deal 


Businessmen  complain  that  they  can't  expand 

capacity  because  price  controls  won't  let  them. 

If  that's  your  problem,  says  John  Dunlop 

of  the  Cost  of  Living  Council,  come  make  me  a  deal. 


Not  all  of  them,  but  many  of  the 
earnings  figures  these  days  are  sim- 
ply stupendous.  In  the  third  quarter, 
its  mills  running  at  full  capacity, 
U.S.  Steel  earned  $1.62  a  share,  al- 
most three  times  as  much  as  it  earned 
in  last  year's  third  quarter.  For  the  full 
year,  $5-plus  a  share  is  in  the  bank. 

And  yet  U.S.  Steel  joined  the  chorus 
of  businessmen  complaining  that  price 
controls  ought  to  come  off  so  that 
they  could  better  their  profits. 

What's  the  problem?  Is  it  simple 
greed?  No,  it  is  not.  The  problem  is 
this:  While  U.S.  Steel  will  reach  to- 
ward the  high  profit  levels  of  the  late 
Fifties,  its  earnings  will  do  well  to 
reach  a  return  of  8%  on  its  capital  in- 
vestment—and this  at  full  capacity. 
This  8%  profit,  moreover,  will  be 
achieved  on  plant  and  equipment 
that  cost  Big  Steel  maybe  $250  per 
ton  of  capacity.  To  build  new  ca- 
pacity. Big  Steel  would  have  to  spend 
as  much  as  $500  per  ton.  At  present 
steel  prices,  the  company  could  not 
earn  enough  to  cover  even  deprecia-  . 
tion  charges  on  its  new  plant— to 
say  nothing  of  a  return  on  its  invest- 
ment. (Bethlehem  Steel  recently  an- 
nounced an  expansion  plan,  but  em- 
phasized that  it  was  predicated  on 
the  assumption  that  price  controls 
would  soon  be  lifted.) 

Multiply  that  problem  right  across 
the  entire  U.S.  economy  and  you  can 
see  why  steel  and  paper  and  copper 
and  cementand  plastics  and  aluminum 
all  are  irj  short  supply.  U.S.  industry 
currently  is  running  at  96%  of  ca- 
pacity. Population  and  demand  have 
been  growing,  but  in  most  of  these 
basic  industries  there  has  been  little 
or  no  new  plant  built  since  the  mid- 
Sixties. 

This  is  why  some  businessmen  say 
they  need«higher  prices:  to  make  it 
worthwhile  to  build  new  plant.  Is 
this  true?  If  it  is,  why  is  the  Govern- 
ment keeping  prices  down  on  most 
industrial  materials? 

We  asked  the  questions  of  the  man 
on  the  firing  line,  John  T.  Dunlop, 
director  of  the  Cost  of  Living  Coun- 


cil in  the  Nixon  Administration,  the 
man  who  says  "yes"  or  "no"  to  price 
increases  for  big  companies. 

We  found  that  Dunlop,  a  59-year- 
old  Harvard  economist  and  labor  rela- 
tions expert,  was  just  as  worried  about 
the  situation  as  many  businessmen  are. 
But  he  doesn't  see  the  solution  in 
quite  the  same  black-and-white  terms 
that  they  do. 

Here  is  what  Professor  Dunlop  had 
to  say  to  Forbes'  James  Srodes: 


Dunlop:  If  I  may  put  it  bluntly, 
eliminating  price  controls  tomorrow 
morning  will  not  in  and  of  itself  pro- 
duce one  single  ounce  of  additional 
capacity.  It  takes  time  to  build  more 
capacity. 

To  my  view,  the  larger  portion  of 
the  problems  relates  to  the  unhappy 
policies  that  had  been  pursued  by  a 
number  of  industries.  Some  of  the 
fault  is  theirs,  and  some  is  the 
Government's. 


oU  refineries  without  assured  imports. 
Oil  is  only  one  example.  In  alumi- 
num, some  capacity  was  built  a  few 
years  ago,  and  it  was  excess  capacity. 
So  they  stopped  building,  and  now, 
all  of  a  sudden,  as  the  economy  has 
come  up  to  high  levels  of  output,  we 
confront  shortages.  Those  are  not 
attributable  to  price  controls,  they  are 
attributable  to  the  past  policies  of 
those  particular  industries  and  to  the 


Decontrol?  Will  there  be  art  early  end  to  price  controls? 

To  judge  by  John  Dunlop's  thinking,  the  most  likely  course 
would  be  for  a  gradual  withering  away, 
with  the  Government  trading  decontrol  for  promises  of 
expansion  and  increased  supplies.  If  this  pragmatic  approach 

works  and  if  the  economy  slows,  then  controls  will  vanish 
from  the  American  economy  by  Apr.  30,  1974  when  the  present 
control  law  expires.  But  with  the  oil  situation  and  with 
President  Nixon's  shaky  position,  anything  could  happen. 


Would  you  please  be  more  specific? 

Dunlop:  Take  oil,  for  example,  oil 
refineries.  Why  have  we  no  oil  re- 
fineries? Because  the  oil  companies 
decided  not  to  build  any  over  the 
last  four  or  five  years.  They  blame  it 
on  the  fact  they  could  not  be  assured 
of  oil  imports  because  of  the  long-es- 
tabhshed  pohcy  of  the  nation  on  do- 
mestic oil  production.  World  prices 
were  below  our  prices,  and  we  wished 
to  keep  out  oil  imports.  The  oil  com- 
panies   decided   they   coxildn't   build 


timing  and  bunching  of  their  invest- 
ment decisions. 

By  the  way,  this  problem,  this  stop- 
go  capital  spending,  is  one  of  the 
most  ancient  problems  of  capitalism 
and  one  that  has  been  commented 
on  by  every  student  of  economic  fluc- 
tuations since  the  middle  1800s. 

Insofar  as  controls  are  limitations 
to  capacity,  we  will  try  to  take  that 
into  account.  But  if  we  intend  to  make 
substantial  price  increases,  it  seems 
to  me  appropriate  that  the  country 
get  something  for  that  decontrol. 
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I  mean  by  that  commitments  with 
respect  to  capacity,  commitments  to 
restart  old  plants,  commitments  with 
respect  to  increasing  supply  and  out- 
put in  some  way.  I  realize  this  may 
involve  a  government  commitment— 
as  in  the  case  of  the  lumber  cut  to  be 
allowed.  But  we  ought  to  get  some 
real  commitment  in  return. 

Why  not  just  take  price  controls 
off  and  see  if  the  expansion  doesn't 
follow? 

Dunlop:  I  find  it  rather  hard  to  be- 
lieve that  a  decision  with  respect 
to  capacity  which  must  basically  de- 
pend on  an  outlook  of  35  or  40  years 
is  going  to  be  decisively  determined 
by  the  existence  of  price  controls  as 
a  limited-term  situation. 

Take  zinc.  The  last  time  we  built 
a  zinc  smelter  in  this  country  was  in 
1939,  and  now  people  come  to  me 
and  tell  me  it's  the  fault  of  price  con- 
trols that  we  don't  have  zinc  smelters. 

But  to  get  back  to  the  main  prob- 
lem you  raised.  I  do  believe  strongly 
that  this  country  has  got  to  spend  a 
higher  proportion  of  its  gross  nation- 
al product  on  investment  than  we  do. 
We  ought  to  do  this  for  our  own 
modernization,  and  we  ought  to  do  it 
to  keep  up  with  other  countries.  [The 
chart  below  was  based  on  figures 
that  Dunlop  had  cited  for  Forbes. 
It   shows   that  the   U.S.   plows   back 


much  less  into  its  economy  than  do 
other  industrial  countries.] 

Even  to  reach  Britain's  level,  we'd 
have  to  spend  $50  billion  more  a 
year.  Encouraging  the  extra  profits  to 
underwrite  this  kind  of  expansion 
would  be  highly  inflationary,  wouldn't 
it?  Look  at  fertilizer.  Without  con- 
trols, prices  zoomed  30%.  Won't  this 
push  up  the  costs  of  all  basic  ma- 
terials and  encourage  the  labor 
unions  to  scream  for  more  money? 

Dunlop  :  I  don't  think  that  increasing 
our  present  rate  of  capital  investment 
from  the  current  6%  or  S%  to,  say,  12% 
or  14%  where  it  ought  to  be,  is  going 
to  produce  that  kind  of  excess,  not 
in  an  economy  as  large  as  ours. 

But  I  am  very  alarmed  about  the 
pressures  on  the  construction  indus- 
try's capacity.  Can  the  construction 
industry,  particularly  its  labor  force, 
meet  the  need  for  new  plant  without 
enormous  distortion  in  prices  and 
wages  to  meet  the  projected  require- 
ments of  industrial  production  that 
I  see  ahead?  When  people  announce 
the  number  of  oil  refineries  and  paper 
mills,  fertilizer  plants  and  God  knows 
what  to  be  built? 

We  would  have  been  a  lot  better 
oflF  to  have  built  a  little  more  capacity 
in  1968,  1969,  1970  and  1971,  rather 
than  have  to  build  so  much  of  it  all 
of  a  sudden.  Think  of  the  strain  that 


SLIPPING,  SLIPPING 


Is   the   U.S.    living   off  its   capital?      You  can   nnake   a   case 
for   it,    because   of  all   the   major   manufacturing   nations, 
the   U.S.    is  plowing  back  the  smallest  portion  of  its  Gross 
National   Product  into  plant  and   equipment  at  home. 

NET   DOMESTIC    INVESTMENT   IN    FIXED  ASSETS 


AS   A    PERCENTAGE   OF 
GROSS    NATIONAL    PRODUCT 


In  1960,  here's  how  various 
countries  stocited  up  in 
percentage  of  GNP  being 
invested  in  fixed  assets: 


0  8  16 


But  by  1970,  everyone  ex- 
cept the  U.S.,  the  U.K.  and 
Italy  had  stepped  up  the 
rote  of  investment. 


BILLIONS    OF 
DOLLARS    -    1970 

In  money  terms,  the  U.S. 
is  still  ahead,  but  only 
because  it  has  a  vastly 
larger  populotion  and  GNP. 


0  8  16  24      0  20  40  60 


Italy 
Source:    U.    S.    Treasury  1973 


those  plans  are  going  to  put  on  the 
number  of  boilermakers  and  pipefit- 
ters and  electricans  and  ironworkers. 

What  are  the  industries  where  we 
most  need  expansion? 

Dunlop:  The  electric  generating  in- 
dustry is  one.  And  we  have  oil-re- 
finery-area projections  that  are  really 
staggering  if  they  are  ever  built.  There 
are  domestic  sources  of  energy  that 
are  talked  about— developing  shale 
and  coal.  Think  of  the  strain  on  our 
construction  industry  to  accomplish 
this!  Just  think  of  the  number  of  man- 
hours,  man-days  required  to  build  the 
Alaska  pipeline,  which  we  need  from 
the  point  of  view  of  our  energy  needs. 
Think  of  the  expansions  we  need  in 
steel,  aluminum  and  paper,  all  of 
which  are  very  capital-intensive  and 
therefore  very  labor-intensive. 

I  expect  1974  will  be  a  year  of 
very  much  expanded  industrial  con- 
struction as  compared  with  this  year. 
So  I  would  like  to  see  some  arrange- 
ments made  whereby  those  planning 
for  industry  show  some  of  these  con- 
cerns, including  some  regional  im- 
pact concern  about  this  growth. 

Doesn't  this  kind  of  planning  mean 
the  Government  decides  which  indus- 
tries get  priority  and  which  do  not? 
Perhaps  deciding  which  industries 
should  live  and  which  should  die? 

Dunlop:  We've  been  doing  that  for 
more  than  100  years.  I  remind  you 
that  the  port  city  of  New  Bedford, 
Mass.  was  the  greatest  whaling  cen- 
ter of  the  world  in  1840.  I'm  not 
aware  that  they've  brought  many 
whales  there  recently. 

Economic  change  keeps  going  on. 
You  take  a  list  of  the  100  or  ten 
largest  companies  in  the  U.S.  in  1900, 
and  compare  them  with  now.  You  can- 
not help  but  be  impressed  with  the 
process  by  which  the  economy  over 
any  length  of  time  expands  some  firms 
and  calls  for  the  demise  of  others. 

Our  interest  should  be  in  techno- 
logically oriented  industry— and  agri- 
culture of  course— where  we  have  a 
competitive  advantage  in  the  world. 
That  means  we  shift  our  resources 
gradually  into  those  industries  and 
we  shift  our  resources  gradually  away 
from  those  industries  where  we  have 
the  least  advantage  competitively. 

Goodbye,  textiles! 

Dunlop:  My  notion  is  that  textiles 
is  an  industry  that  is  the  first  to  move. 
It  moved  out  of  New  England  to  the 
South,  and  it's  on  the  move  there.  I 
would  assume  we  will  always  have 
some  textile  industry;   but  it  is  also 
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Would  steel  prices  go  through  the  roof  with  decontrol— the   way  that  fertilizer  prices  did? 


clear  that  other  countries  will  devel- 
op their  industries  as  well. 

Well,  what  about  aluminum  and 
steel?  Some  say  the  Japanese  can  make 
steel  cheaper,  and  the  Arabs  with  all 
their  capital  and  all  their  natural  gas 
can  do  a  better  job  with  aluminum 
than  we  can.  Will  we  cut  back  on 
these  industries  and  import  instead? 

Dunlop:  There  have  to  be  some  in- 
dustries that  are  essential  to  the  na- 
tional interest  and  defense.  In  the 
cases  of  energy  and  oil,  I  think  it's 
clear  that  the  national  interest  de- 
mands that  we  could  and  should  de- 
velop large  supplies  of  domestic  and 
western  hemisphere  energy.  We  could 
do  so  without  any  diflBculty  if  we 
hadn't  gotten  ourselves  so  tangled  up 
in  our  jockstraps. 

Steel?  Some  industries  do  need  to 
be  modernized,  steel  for  one.  The 
British  and  the  Japanese  have  been 
building  integrated  steel  mills  of  10- 
million-ton  capacity,  and,  as  I  recall, 
we  have  only  one  anywhere  near  that 
capacity  that  is  modem.  So  we  are  go- 
ing to  have  to  build  new  and  larger 
steel  mills,  because  they  have  certain 
economies  of  scale  that  lower  costs 
and  help  pull  together  the  fragment- 
ed operations. 

But  1  repeat:  Won't  it  require 
centralized  planning  and  legislation 
to  nudge  business  toward  doing  the 
things  the  nation  needs  done? 

Dunlop  :  I  do  not  think  we  need  a 
solution  such  as  Eastern  European 
controls  or  a  French  planning  situa- 
tion. There  is  a  large  area  for  activity 
by  the  Government  that  centers  on 
furnishing  data  and  holding  voluntary 
conferences. 

In  any  event,  I  am  a  great  believer 
in   persuasion.    I   believe  in   the   end 


that  persuading  people  is  a  superior 
way  of  doing  things.  Why?  Because 
it  then  seems  in  their  interest  to  do  so. 

And  where  reason  and  enlightened 
self-interest  don't  work? 

Dunlop:  Well,  in  the  longer  run  there 
are  tax  incentives.  We  could  develop 
all  kinds  of  incentives,  accelerated  de- 
preciation and  some  of  the  more  exot- 
ic things  the  chairman  of  the  House 
Ways  &  Means  Committee  has  come 
up  with.  But  I  am  serious  when  I  say 
such  avenues  should  not  be  opened 
up  in  a  given  sector  without  a  good 
deal  of  discussion  and  that  it  should 
be  the  last  of  the  series  of  incentives 
provided. 

I  do  not  believe,  as,  say,  Arthur 
Burns  does,  in  using  incentives  as  a 
variable  to  control  growth.  In  the  long 
run  I  do  not  think  that  putting  an 
investment  tax  credit  on,  then  taking 
it  off  and  putting  it  on  again  helped 
anybody. 

In  the  fertilizer  area,  for  example, 
I  am  not  only  dealing  with  the  in- 
dustry, I  am  going  after  each  plant 
that  is  under  construction  and  I'm 
going  to  work  with  the  contractors 
and  the  unions  and  see  if  those  plants 
can't  be  speeded  up  and  into  produc- 
tion. We  have  to  try  every  avenue 
open  to  us. 

Does  this  mean  that  case  by  case 
you  will  trade  decontrol  or  price  in- 
creases for  a  promise  to  expand  out- 
put or  capacity? 

Dunlop:  Well,  after  all,  no  amount 
of  agreement  on  my  part  now  to  de- 
control will  increase  capacity  imme- 
diately. But  as  a  condition  of  de- 
control or  further  price  increases, 
we  work  it  out  as  we  did  in  the  case 
of  fertilizer. 

I    have    had    extended    discussions 


with  a  great  many  other  individual 
companies  in  a  number  of  industries. 
You  can't  discuss  this  expansion  with 
an  industry  as  a  whole;  industries 
don't  build  capacity,  individual  firms 
build  capacity. 

We  have  to  discuss  antitrust  impli- 
cations. And  we  have  even  gotten 
down  to  details  such  as  company 
presidents  who  come  to  us  and  say 
we  would  like  to  increase  our  prices 
by  X  amount,  and  we  hereby  commit 
ourselves  to  use  all  of  the  gains  that 
those  price  increases  would  provide 
us  for  turning  that  back  into  new  ca- 
pacity. We  are  talking  on  that  de- 
tailed level  right  now. 

How  long  can  we  live  with  a  situa- 
tion where  because  of  price  controls 
copper  goes  for  60  cents  here  and 
90  cents  in  London;  aluminum  for  25 
cents  here  and  34  cents  abroad,  and 
so  on  and  so  on? 

Dunlop:  Excessive  price  differentials 
—mind  you,  I  said  excessive— must  be 
dealt  with.  But  some  price  differential 
with  the  world  price  can  be  lived 
with.  After  all,  there  are  differences  in 
prices  with  the  world  market  because 
our  prices  usually  are  contract  prices 
and  theirs  are  spot  prices.  So  it  is  to  a 
company's  advantage  to  service  steady 
customers  even  though  the  spot  price 
is  higher. 

Are  the  current  price  differentials 
"excessive?" 

Dunlop:  Yes,  they're  excessive,  and 
eventually  you  have  to  do  something. 
Probably  a  two-tier  price  system  can 
be  set  up  for  a  temporary  period. 
But  eventually  we  will  be  faced  with 
the  certainty  that  our  prices  will  rise 
to  meet  world  markets  unless  there 
is  an  increase  in  competitiveness 
and  capacity.  ■ 
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Ashes  to  Ashes 

Nothing  is  more  ephemera/  than  stoc/(  marl<et  leadership.  Loo/c  at  the  recent  new-high  iists, 
heavy  with  yesterday's  dogs— and  the  new-low  lists,  heavy  with  yesterday's  blue  chips. 


The  clipping  at  the  right  was  taken 
from  an  early  October  issue  of  The 
Wall  Street  Journal.  Who  would  have 
believed  it  possible  six  months  ago;  of 
the  handful  of  new  lows  that  day, 
four  were  famous  "growth  stocks." 
On  the  same  day  the  list  of  new 
highs,  which  contained  no  fewer  than 
66  stocks,  was  studded  with  names 
that  would  have  been  equally  unbe- 
lievable six  months  or  a  year  ago: 
Aetna  Life,  Allied  Chemical,  Alcoa, 
Deere,  Fluor,  Kelsey-Hayes,  St.  Regis 
Paper,  Stauffer  Chemical. 

In  short,  the  leaders  have  become 
laggards,  and  laggards  leaders. 

Below  is  a  list  of  Big  Board  stocks 
that  have  hit  new  alltime  highs  this 
year.  It  makes  strange  reading  to  in- 
vestors accustomed  to  growth-stock 
leadership,  but  it  illustrates  an  im- 
portant point:  Never  assume  that  to- 
day's favorite  won't  become  tomor- 
row's dog— and  vice  versa.  Leadership 
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in  stocks  has  always  been  a  rotating 
aflPair.  Even  the  greatest  growth  stocks 
have  not  gone  up  consistently  year 
after  year;  their  growth  has  tended 
to  come  in  spurts. 

What  makes  a  stock  market  favor- 
ite? What  makes  a  movie  star  or  a 
popular  song?  In  stocks  it  isn't  neces- 


sarily earnings:  Auto  stocks  have  pro- 
duced the  earnings  recently,  but  not 
the  stock  market  gains.  As  the  list  be- 
low clearly  shows,  leadership  today 
runs  to  heavy-industry  stocks  and 
food-  and  finance-related  stocks. 

How  long  will  the  current  fashion 
last?  When  will  skirts  go  up  again?  ■ 


Latest 

Indicated 

Percent  Gain 

12-Month 

Price/ 

Annual 

1973 

Recent 

From 

Earnings 

Earnings 

Dividend 

Company 

Price  Range 

Price 

1973  Low 

Per  Share 

Ratio 

Rate 

Yield 

Banks 

First  Chicago 

753/4-493/4 

753/4 

52% 

$4.37 

17 

$1.62 

2.1% 

First  Int'l  Bancshares 

60-39 

593/4 

53 

2.47 

24 

0.80 

1.3 

First  National  City 

505/8-335/8 

50 

49 

2.06 

24 

0.72 

1.4 

Manufacturers  Hanover 

437/8 -28  V2 

401/2 

42 

3.24 

13 

1.56 

3.9 

J.P.  Morgan 

72-453/4 

72 

57 

3.80 

19 

1.46 

2.0 

Northwest  Bancorporation 

67  V2 -523/4 

671/4 

27 

3.93 

17 

1.60 

2.4 

Chemicals 

Air  Products  &  Chemicals 

557/8 -341/8 

527/8 

55 

1.87 

28 

0.20 

0.4 

Big  Three  Industries 

6OV4-33V2 

571/4 

71 

2.48 

23 

0.60 

1.0 

Dow  Chemical 

68-461/2 

675/8 

45 

2.77 

24 

1.00 

1.5 

Hunt  (Philip  A.)  Chemical 

24-133/8 

223/4 

70 

0.97 

23 

0.18 

0.8 

NaIco  Chemical 

413/4-25 

405/8 

63 

1.17 

35 

0.43 

1.1 

National  Chemsearch 

1 02-78  V4 

100 

28 

1.89 

53 

0.40 

0.4 

National  Starch  &  Chemical 

633/4-515/8 

635/8 

23 

2.56 

25 

0.66 

1.0 

Electrical  &  Electronics 

AMP 

527/8-363/4 

503/4 

38 

1.17 

43 

0.265 

0.5 

Emerson  Electric 

531/4 -39  V8 

493/4 

27 

1.46 

34 

0.65 

1.3 

Hewlett-Packard 

99-71 

981/2 

39 

1.73 

57 

0.20 

0.2 

Motorola 

683/4 -41  V4 

653/4 

59 

2.80 

23 

0.50 

0.8 

National  Semiconductor 

IO6V2-23 

106 

361 

1.75 

61 

None 

— 

Texas  Instruments 

1387/8-743/8 

1331/4 

79 

3.20 

42 

0.68 

0.5 

Thomas  &  Betts 

61 V2  -397/8 

591/2 

49 

1.72 

35 

0.64 

1.1 

Food,  Agriculture 

Archer-Daniels-Midland 

497/8 -21 V4 

497/8 

135 

2.56 

19 

0.50 

1.0 

Central  Soya 

435/8 -24  Vb 

405/8 

68 

3.38 

12 

1.20 

3.0 

Deere 

65  V2 -355/8 

631/4 

78 

5.41 

12 

1.56 

2.5 

HJ.  Heinz 

51  7/8 -37  V4 

513/4 

39 

3.19 

16 

1.08 

2.1 

Hesston 

463/4-163/8 

443/8 

171 

3.18 

14 

0.32 

0.7 

Ralston  Purina 

493/4-321/2 

493/8 

52 

2.18 

23 

0.75 

1.5 
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p 

1 

1 

Latest 

Indicated 

Percent  Gain 

12-Month 

Price/ 

Annual 

i 

1973 

Recent 

From 

Earnings 

Earnings 

Dividend 

Company 

Price  Range 

Price 

1973  Low 

Per  Share 

Ratio 

Rate 

Yield 

Forest  Products                                                                                                                                                                                                        1 

Hoerner-Waldorf 

431/4-245/8 

411/4 

68% 

$3.54 

12 

$1.12 

2.7% 

Inland  Container 

505/8-37% 

48 

28 

4.38 

11 

1.60 

3.3 

International  Paper 

57-33 

531/4 

61 

3.23 

16 

1.56 

2.9 

Kimberly-Clark 

503/8-36% 

451/4 

24 

3.20 

14 

1.44 

3.2 

Pope  &  Talbot 

291/2-155/8 

25% 

66 

6.24 

4 

0.40 

1.5 

Union  Camp 

62 1/4 -355/8 

571/2 

61 

3.67 

16 

1.40 

2.4 

Westvaco 

407/8-19% 

371/2 

94 

2.71 

14 

1.10 

2.9 

Weyerhaeuser 

82 1/4 -441/4 

761/8 

72 

5.00 

15 

0.94 

1.2 

Machinery  &  Construction 

Bucyrus-Erie 

41-23% 

391/2 

65 

2.33 

17 

1.20 

3.0 

Caterpillar  Tractor 

775/8-535/8 

721/4 

35 

4.22 

17 

1.60 

2.2 

Gardner-Denver 

30%-16i/4 

303/8 

87 

1.58 

19 

0.70 

2.3 

Ingersoll-Rand 

86-51 

86 

69 

4.70 

18 

2.16 

2.5 

Stone  &  Webster 

64V8-321/4 

643/8 

100 

4.93 

13 

2.00 

3.1 

Vulcan  Materials 

283/4-22% 

285/8 

26 

3.68 

8 

1.40 

4.9 

Oils 

Continental  Oil 

443/8-263/4 

443/8 

66 

3.97 

11 

1.60 

3.6 

Getty  Oil 

1461/4-921/2 

140 

51 

5.64 

25 

1.21 

0.9 

Kerr-McGee 

831/2-52% 

831/4 

57 

2.32 

36 

0.60 

0.7 

Murphy  Oil 

96-471/2 

88 

85 

6.82 

13 

0.64 

0.7 

Phillips  Petroleum 

683/8-401/2 

683/8 

69 

2.41 

28 

1.30 

1.9 

Standard  Oil  (Indiana) 

963/4-761/2 

95% 

25 

6.72 

14 

2.68 

2.8 

Standard  Oil  (Ohio) 

165-841/2 

1581/4 

87 

4.45 

36 

2.72 

1.7 

Oil  Drilling  Equipment  &  Services 

Baker  Oil  Tools 

40-223/4 

391/4 

73 

1.08 

36 

0.375 

1.0 

Dresser  Industries 

61 1/2 -333/8 

61 1/2 

84 

3.11 

20 

1.40 

2.3 

Halliburton 

181 -125 1/4 

I8O1/4 

44 

4.67 

39 

1.12 

0.6 

Helmerich  &  Payne 

43-185/8 

425/8 

129 

1.86 

23 

0.20 

0.5 

j.  Ray  McDermott 

1041/2-50 

1041/2 

109 

2.55 

41 

1.00 

1.0 

Santa  Fe  International 

521/8-213/4 

501/4 

131 

1.11 

45 

0.20 

0.4 

Schlumberger 

1271/8-821/2 

125% 

53 

2.18 

58 

0.60 

0.5 

Vetco  Offshore 

35% -17 

32 

88 

0.74 

43 

None 

— 

Transportation                                             v 

Emery  Air  Freight 

75-541/2 

711/4 

31 

1.29 

55 

0.74 

1.0 

Gen'l  Amer.  Transportation 

603/4-381/8 

58 

52 

4.18 

14 

1.80 

3.1 

McLean  Trucking 

565/8-333/4 

53 

57 

3.68 

14 

0.72 

1.4 

Overseas  Shipholding 

361/8-195/8 

32 

63 

1.80 

18 

0.07 

0.2 

Union  Pacific 

771/2-511/2 

771/8 

50 

5.48 

14 

2.40 

3.1 

Other 

American  Metal  Climax 

47-29 

47 

62 

3.50 

13 

1.50 

3.2 

Bandag 

43-231/8 

411/2 

79 

0.81 

51 

None 

— 

Black  &  Decker 

127-963/4 

125 

29 

2.60 

48 

1.08 

0.9 

^                                 Burroughs 

246-2091/8 

246 

18 

5.52 

45 

0.80 

0.3 

Capital  Holding 

323/4-233/8 

31 

33 

1.46 

21 

0.26 

0.8 

Champion  Spark  Plug 

201/4-113/8 

185/8 

64 

1.22 

15 

0.52 

2.8 

Cleveland-Cliffs  Iron 

833/8-561/2 

813/4 

45 

6.78 

12 

2.225 

2.7 

Distillers  Corp. -Seagrams 

491/4-371/4 

475/8 

28 

2.07 

23 

0.70 

1.5 

HCA  Martin 

30-16 

29 

81 

1.68 

17 

None 

— 

Heller  International 

45-293/4 

44% 

51 

2.12 

21 

0.84 

1.9 

jefferson-Pilot 

40% -26% 

38 

41 

2.14 

18 

0.52 

1.4 

MAPCO 

435/8-221/2 

431/4 

92 

1.73 

25 

0.54 

1.2 

Maremont 

591/2  -30% 

501/4 

63 

3.39 

15 

0.40 

0.8 

North  American  Coal 

333/4-193/4 

333/4 

71 

2.17 

16 

0.60 

1.8 

Parker  Pen 

251/4-153/8 

243/8 

59 

2.00 

12 

0.50 

2.1 

Trinity  Industries 

27-16 

263/4 

67 

2.47 

11 

0.60 

2.2 

Walker  (Hiram) 

571/2-49% 

571/4 

15 

3.67 

16 

1.65 

2.9 

Williams  Companies 

703/8-39 

701/8 

80 

4.09 

17 

None 
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Profits  from  Paradise? 


Castle  &  Cooke  is  sitting  on  some  of  the  world's  most  desirable  land. 
Why  can't  the  company  make  more  money  out  of  it? 


Castle  &  Cooke  was  just  another 
sitting  duck  of  a  rich  little  company, 
plopped  out  there  in  Hawaii  with 
some  land  and  assorted  properties, 
waiting  to  be  picked  off.  But  an  un- 
friendly takeover  would  have  been 
difficult.  Anybody  taking  over  C&C 
against  its  consent  faced  serious  prob- 
lems with  the  islands'  Establishment, 
of  which  Castle  &  Cooke  was  very 
much  a  part. 

But  in  1957  there  came  a  very  at- 
tractive liquidation  proposition,  which 
showed  that  Castle  &  Cooke  might 
be  worth  more  dead  than  alive.  It 
came  from  Blyth  &  Co.,  which  had 
just  finished  making  a  very  good  deal 
out  of  hquidating  the  Dant  &  Russell 
forest  products  company.  C&C's 
Chairman  Alex  Budge  was  very  in- 
terested. The  proposition  seemed  to 
make  sense  because  Castle  &  Cooke's 
assets  were  not  being  efficiently  uti- 
lized. They  consisted  of  stockholdings 
in  a  number  of  island  companies,  some 
with  agricultural  land  that  was  po- 
tentially valuable  but  only  modestly 
profitable. 

Enter  Malcolm  MacNaughton. 

MacNaughton,  son  of  a  Portland, 
Ore.    banker    and    publisher    and    a 


graduate  of  the  Stanford  Graduate 
School  of  Business,  had  followed  his 
older  brother  Boyd  to  Castle  & 
Cooke.  Boyd  left  and  later  became 
president  of  another  of  Hawaii's  Big 
Five  companies,  C.  Brewer.  Malcolm 
stuck  with  Castle  &  Cooke  to  become 
executive  vice  president.  Malcolm 
MacNaughton  was  asked  to  comment 
on  the  liquidation  proposition.  He 
fought  it.  The  chairman  was  so  im- 
pressed that  he  didn't  liquidate.  In- 
stead, Malcolm  MacNaughton  got  his 
chance  to  be  president  in  1959. 

Adding  &  Subtracting 

Castle  &  Cooke  then  had  $28  mil- 
lion in  revenues  and  $1.7  million  in 
profits.  This  year  it  will  do  some- 
thing like  $700  million  in  sales  and 
$27  million  in  profits.  "I  had  made 
up  my  mind,"  MacNaughton  says, 
"that  we  would  become  too  big  and 
too  diverse  to  be  in  danger  of  being 
taken  over  again." 

When  MacNaughton  took  charge, 
Castle  &  Cooke's  business  was  that 
of  a  traditional  Hawaiian  agency  com- 
pany which  performed  services  such 
as  stevedoring  for  other  companies 
in  which  it  held  small  interests.  Mac- 


Naughton's  plan  was  to  sell  off  some 
of  these  minority  interests  and  use 
the  cash  to  buy  control  of  others, 
transforming  C&C  into  an  operating 
company.  His  first  move  was  to  buy 
up  three  local  sugar  companies.  To 
this  he  added  full  control  of  Hawaii's 
famous  pineapple  producer,  Dole  Co. 

One  of  Castle  &  Cooke's  original 
holdings  was  Hawaiian  Tuna  Pack- 
ers. Rather  than  try  to  expand  it, 
MacNaughton  sold  it  to  the  canners 
of  Bumble  Bee  salmon  and  tuna,  then 
controlled  by  Transamerica  Corp., 
taking  in  payment  a  minority  inter- 
est. When  the  Justice  Department 
forced  Transamerica  to  divest  Bumble 
Bee,  MacNaughton  bought  control. 

All  the  while,  MacNaughton  was 
divesting  Castle  &  Cooke  of  bits  and 
pieces  that  didn't  fit  or  weren't  prom- 
ising or  that  the  Justice  Depart- 
ment didn't  want  it  to  be  in:  an  in- 
surance company  and  a  huge  Cali- 
fornia ranch,  plus  investments  in  Hon- 
olulu Oil  and  Matson  Navigation  Co. 

With  the  cash  released  by  these 
divestitures,  MacNaughton  put  Cas- 
tle &  Cooke  into  bananas.  Here's  how 
it  happened:  Standard  Fruit  &  Steam- 
ship Co.,  controlled  by  the  D'Antoni 
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family  of  New  Orleans,  was  up  for 
grabs.  Castle  &  Cooke  bought  it.  Mac- 
Naughton  put  the  banana  operation 
under  the  charge  of  Donald  Kirchhoff, 
a  Harvard  Business  School  graduate 
who  had  been  Standard's  executive 
vice  president  and  who  had  helped  it 
develop  a  new  banana  variety  and 
marketing  method. 

Dole  pushed  to  transfer  pineapple 
production  from  Hawaii,  where  the 
lowest-paid  worker  makes  $3  an  hour, 
to  the  Philippines,  where  he  makes 
20  cents,  and  to  Thailand,  where  he 
makes  maybe  10  cents.  By  the  end  of 
1975  Dole  expects  only  25%  of  its 
pineapple  to  come  from  Hawaii,  vs. 
100%  in  1959.  "We  figured  if  Del 
Monte  could  produce  successfully  in 
the  Philippines,  we  could  too,"  says 
MacNaughton. 

As  Dole  developed  its  Philippine 
pineapple  land,  MacNaughton  per- 
suaded Kirchho£F  to  try  bananas  there 
for  Japan— which  is  why  C&C  is  now 
No.  One  in  Japan,  whose  banana  con- 
sumption went  from  3  pounds  per  cap- 
ita to  22  pounds,  one  of  the  highest  in 
the  world,  in  just  ten  years. 

Not  surprisingly,  Don  Kirchhoff's 
star  was  rising  fast  at  Castle  &  Cooke. 


Until  then,  MacNaughton's  heir-ap- 
parent had  been  William  Quinn,  who 
from  1959  to  1962  was  the  new  state's 
first  elected  governor. 

"The  more  I  saw  of  KirchhoflF,  the 
more  I  became  convinced  he  was  our 
best  administrator,  and  I  said  so  to 
Bill  Quinn,  who  then  returned  to  pri- 
vate law  practice,"  says  MacNaughton. 

For  generations  United  Fruit  had 
beeil  tops  in  bananas,  seemingly  un- 
challengeable. But  then  New  York 
money  man  Eli  Black  seized  control 
of  United  Fruit  and  renamed  it  Unit- 
ed Brands.  Turmoil  followed  Black's 
takeover.  "I  took  care  of  Kirchhoff  and 
the  other  Standard  people  very  well 
and  I  kept  most  of  them,"  says  Mac- 
Naughton. Things  were  very  different 
at  United.  As  former  president  John 
Fox  remembers  it:  "Bananas,  more 
than  most,  is  a  people  business,  and 
Eli  Black  can't  communicate  well  with 
people.  He  has  tried  to  get  and  hold 
some  top-notch  men  and  he  failed. 
Most  of  my  top  team  quit  when  he 
took  over." 

Later  Eli  Black  tried  to  hire  Kirch- 
hoff away  from  MacNaughton.  He  of- 
fered to  double  his  salary  to  $200,000 
and    to    give    him    a    contract.    C&C 


doesn't  give  its  executives  any  manage- 
ment contracts. 

MacNaughton  moved  fast.  "I  gave 
Kirchhoff  a  raise  fast  and  answered  a 
question  he  put  to  me." 

Kirchhoff's  query  was:  "What  will 
happen  to  me  if  I  stay  here?" 

The  answer:  "I'm  not  making  any 
promises,  but  right  now  it  looks  to 
me  as  if  you  are  the  man  who  will 
succeed  me." 

Displacing  United  Brands,  Kirch- 
hoff lifted  Dole  bananas  to  No.  One 
place,  with  42%  of  the  North  Ameri- 
can market  and  25%  in  Japan.  It  also 
has  25%  in  Europe.  Banana  sales  and 
profits  have  trebled  since  1964  when 
C&C  made  its  first  investment;  this 
year  the  company  expects  to  net  over 
$10  million  on  $150  million-plus  ba- 
nana sales.  (Black  claims  he  has  been 
temporarily  hurt  by  a  blow-down  and 
will  bounce  back  in  the  U.S.  market 
sooner  than  Kirchhoff  expects.) 

As  Dole  banana  profits  went  up, 
pineapple  profits  in  Hawaii  were 
dropping.  Once  there  were  nine  pro- 
ducers; now  only  three  remain.  Dole 
was  paying  the  highest  agricultural 
wages  in  the  world  and  could  not 
compete  with  pineapples  Del  Monte 


I  BHI  Lands  Owned  by 

\  CASTLE  &  COOKE,  INC. 

\  ISLAND  OF  HAWAII 

I  ISLAND  OF  LANAI 

I  ISLAND  OF  OAHU 

I  TOTAL 155,200  ACRES 


23,500  ACRES 
88,800  ACRES 
42,900  ACRES 
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and   its   own   Dolefil   subsidiary  were 
shipping  from  the  Philippines. 

Kirchhoff  and  MacNaughton  began 
applying  their  marketing  experience 
in  bananas  to  pineapples.  The  tradi- 
tional business  of  canned  pineapples 


seemed  doomed  in  Hawaii.  So  C&C 
began  pushing  fresh  pineapples— once 
a  rarity  in  the  U.S.— which  command 
a  premium  price  and  eliminate  the 
canning  costs.  The  problem  of  fresh- 
ness was  solved  by  air  freight;  rates 


The  Land  And  The  Law!  Five  years  ago  Castle  &  Cooke's  Sea  Ranch  on  fhe 

California  coast  fabove)  looked  like  a  big  moneymaker— as  Lanai  does  today. 

But  a  referendum  has  blocked  Sea  Ranch  development  and  slowed  land  sales 

to  a  trickle.  Will  the  same  thing  happen  again  in  Lanai  (whose  harbor, 

free  to  all  residents,  is  shown  below)?  With  little  concern  for  property 

rights,  native  children  today  use  any  moored  boats  as  diving  platforms. 


are  low  because  of  the  excess  cargo 
capacity  of  jumbo  jets  returning  to 
the  mairJand  from  Hawaii  only  half 
filled.  Much  of  Dole's  production  of 
pineapple  for  canning  has  been  moved 
to  the  Philippines  and  Thailand. 

KirchhoflF,  president  since  last  June, 
is  operating  partly  out  of  the  San 
Francisco  base  where  he  runs  the 
C&C  food  division:  pineapples,  bana- 
nas, tuna,  macadamia  nuts  and  mush- 
"^  rooms.  "We  have  the  most  competent 
fresh  food  sales  organization  in  the 
world.  You  just  watch,"  he  says. 

The  Main  Course 

In  a  sense,  however,  food  is  only 
the  hors  d'oeuvre.  Behind  every  100 
shares  of  C&C  common  stock  there  is 
some  2/2  acres  of  land,  carried  on  the 
books  at  original  cost.  The  book  val- 
ue of  C&C  common  is  $17.61  but  this 
is  a  joke.  All  of  its  155,000  Hawaiian 
acres  and  its  194,000  Central  Amer- 
ican acres  and  its  14,000  California 
acres  are  carried  on  the  books  for 
only  $28  million.  That  comes  to  $165 
an  acre,  not  even  counting  the  Cen- 
tral American  land. 

Land  had  been  a  major  factor  in 
MacNaughton's  argument  to  buy  con- 
trol of  the  sugar  companies.  He  was 
convinced  that  statehood— which  ar- 
rived the  year  he  took  over— would 
increase  land  values;  and  so  would 
the  jet  plane,  which  cut  flying  time 
to  Honolulu  from  Los  Angeles  to  4M 
from  8J2  hours.  MacNaughton  was 
well  aware  that  Hawaiian  land  is 
beautiful  land  and  that  the  climate 
is  nearly  ideal.  In  buying  the  Dole 
operation,  he  was  buying  a  business 
that  was  then  profitable;  but  he  was 
also  buying  15,000  acres  on  Oahu 
and  almost  the  entire  languorous  is- 
land of  Lanai,  60  miles  away  {see 
map,  p.  41). 

What  is  all  this  land  really  vvoith? 
Answers  Warren  Haight,  who  heads 
all  C&C  land  development  operations: 
"It  depends  on  your  time  perspective 
and  what  the  land  can  be  used  for. 

"First  you  must  understand  our  de- 
velopment has  to  be  different.  Most 
home  builders  buy  bulk  land,  get 
what  they  can  and  get  out.  But  we 
are  here  to  stay  and  we  are  big  land- 
owners and  we  need  rezoning  for 
much  of  our  land.  We  have  a  15- 
year  program  and  we  need  the  good 
wishes  of  the  community  to  keep  con- 
tinuity in  it." 

These  considerations.  Chairman 
MacNaughton  explains,  are  one  rea- 
son C&C  kept  its  drought-prone 
Kohala  sugar  operation  going  long 
after  high  labor  costs  took  the  profit 
out  of  it.  In  1971  it  lost  $1  million. 

The  state  government  is  coniinilted 
to  preserving  agriculture,  especially 
sugar  and  pineapple  to  provide  jobs. 
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The  closely  held  corporation. 

How  busmess  lifie  msurance  can  help 

you  avoid  one  of  its  pitEalls. 


Facts  from  New  York  Life 

The  close  corporation  provides  an  effective  way  to  do 
business  for  2,  3, 4  or  5  associates. 

As  members  of  the  management  team,  they  have  the 
opportunity  to  help  make  the  business  prosper  and  grow. 
As  stockholders,  they're  entitled  to  the  financial  rewards. 
And  as  employees,  they  enjoy  numerous  tax  benefits. 

What's  more— unlike  a  partnership— the  corporation 
continues  beyond  the  death  of  any  stockholder. 


Ironically,  it  is  this  very  benefit  that  may  lead  stock- 
holders of  close  corporations  into  a  trap.  Because  a  stock- 
holder's death  will  not  end  the  corporation's  life,  he  (or 
she)  may  believe  neither  the  business  nor  his  family  will 
be  seriously  affected  financially  if  he  or  another  stock- 
holder should  die.  Unfortunately,  that  often  is  not  the  case. 

The  problems 

If  you  suddenly  died,  for  example,  could  your  family 
depend  on  the  corporation  as  a  source  of  income?  They 
wouldn't  have  your  paycheck.  There  might  not  be  divi- 
dends. And  your  stock  might  bring  in  a  lot  less  than  you 
expect  if  your  heirs  were  forced  to  sell  it  in  order  to  raise 
cash  to  pay  estate  taxes  or  other  death  costs.  Who  would 
be  interested  in  buying  it  at  other  than  a  bargain  price? 
Maybe  nobody. 

On  the  other  hand,  what  if  one  of  your  co-stock- 
holders died?  How  would  you  and  the  other  surviving 
stockholders  deal  with  his  family? 

The  heirs,  if  they  wanted  to  play  an  active  role,  might 
easily  hurt  the  business  instead  of  helping  it.  Or,  if  they 
were  forced  to  sell  their  stock,  you  might  have  to  accept 
an  outsider  you  didn't  want. 


A  solution 

Fortunately,  all  these  problems  can  be  avoided.  Today, 
you  and  your  associates  can  enter  into  a  Buy-Sell  Agree- 
ment—prepared by  your  attorneys.  Such  an  agreement 
legally  obligates  the  surviving  stockholders  or  the  cor- 
poration itself  to  buy,  legally  obligates  the  deceased  stock- 
holder's estate  to  sell,  at  a  price  stipulated  in  the 
agreement. 

The  result:  if  you  should  be  the  first  to  die,  you  have 
created  a  market  for  your  stock  at  a  price 
you  had  helped  to  establish.  Your  family 
would  be  bailed  out— not  frozen  out. 

Likewise,  if  you're  one  of  the  survivors, 
you  will  have  the  satisfaction  of  knowing 
that  the  family  of  the  deceased  is  out  of  the 
picture —but  again  at  a  price  he  had  helped 
fix.  And  the  surviving  stockholders  now 
own  all  the  outstanding  stock. 

Guaranteeing  the  money 

Just  one  problem  remains.  Where  will 
the  purchase  money  come  from?  The  ideal 
solution  is  business  life  insurance— with 
each  stockholder  covered  by  a  life  insur- 
ance policy  in  an  amount  equal  to  the  value 
of  the  insured's  stock. 

The  policies  may  be  payable  either  to 
the  individuals  on  a  criss-cross  plan  or  to 
the  corporation  on  a  stock  retirement  plan. 
In  the  latter  case  the  business,  and  not  the 
individual,  pays  the  premiums. 

See  your  New  York  Life  Agent 

If  youd  like  more  information  on  business  life  insur- 
ance—how it  can  be  used  to  protect  your  business  and 
your  family —call  your  New  York  Life  Agent. 

He  not  only  has  been  carefully  chosen  and  well 
trained,  but  is  part  of  a  team  that  has  probably  written 
more  business  life  insurance  than  any  other. 

He'll  be  glad  to  give  you  the  facts  of  business  life 
insurance. 


We  guarantee 
tomorrow  today. 

New  York  Life  Insurance  Company,  51  Madison  Avenue, 
New  York,  N.Y.  10010.  Life,  Group  and  Health  Insurance, 
Annuities,  Pension  Plans. 


Bring  problem. 


The  Victor  Series  4000  programable 
electronic  printing  calculators. 


Victor  proudly  presents  the  most 
thoroughly  planned  Programable 
Calculator  on  the  market! 

It's  one  of  the  world's  fastest,  most 
versatile  electronic  printing  calculators 
—and  much  more.  It  can  be  programed 
to  remember  every  step  of  your 
figurework  application! 

Your  operator  merely  enters  the  data; 
the  rest  is  automatic.  And  error-proof  by 
design.  While  operating  at  the  unprec- 
edented speed  of  110  characters  per 
second,  down  to  1  /10th  the  usual  time. 

Two  accumulating  memories  and  up  to 
100  storage  registers  are  available  in 
either  automatic  or  manual  operation. 

All  at  a  price  no  other  programable 
can  touch  — from  $995  to  $1995. 

Its  high-speed  printout  is  matrix-clear 
—  numbers,  letters  and  symbols. 
Electronically  quiet,  it  doesn't  idle 
between  printing  operations.  Compact, 
too,  through  MOS/LSI  electronic 
circuitry, 

Victor  offers  four  programable 
models.  One  offers  a  full  1 ,000  separate 
command  steps.  Three  models  provide 
a  built-in  reader/ recorder  for  reading 
and  preparation  of  magnetic  cards  that 
store  program  steps  and  data  for  gen- 
eral use.  No  unwieldy  punched  paper 
cards  required.  Subroutines  conserve 
steps  in  applications  that  involve 
repeated  calculations. 

Best  of  all,  Victor  provides  the  applica- 
tion programs.  Either  from  our  growing 
library  (see  list)  or  custom-tailored  to 
your  needs.  We'll  even  demonstrate 
how  you  can  do  your  own  programing. 
After  all,  Victor  has  the  industry's  most 
thorough  sales  and  service  force,  with  a 
55-year  record  of  leadership 
in  American  figurework. 

Put  Victor's  systems  exper- 
tise to  productive  work  for 
you  by  telling  us  which  of  our 
documented  application 
programs  you'd  like  to  see 
demonstrated.  Today  is  not 
too  soon. 


Magnetic  card.  Stores  program  steps  and  data  register 
information.  Can  be  loaded  and  verified  in  seconds. 


a.  Victor's  matrix  prir)ter.  World's  fastest.  Prints  large,  clear  numbers,  letters,  symbols     b.  Magnetic 
card  reader/recorder.  Program  steps  and  data  are  recorded  and  read  under  machine  control  Automatic 
verification,    c.  Mode  selection.  Simple  lever  device  easily  puts  machine  into  programable,  manual 
calculate  or  adding  machine  modes    d.  Indicator  lights   Provide  quick  indication  of  important  operation 
steps,     e.  Programing  control.  Used  only  during  creation  of  steps  for  new  programs.  (Other  keys  may 
also  be  used  during  program  creation.)     f.  Arithmetic  control  and  data  entry.  Standard  keyboard 
arrangement  for  use  during  programable  and  manual  calculate  modes.    Q.  Memory/ Data  Storage.  Provides 
direct  access  to  accumulating  memories  and  data  storage  registers  during  manual  calculate  mode. 
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BUSINESS 

ENGINEERING 

STATISTICAL 


]  liUll  sohre. 


jr  program  library  is  growing  every  day 

^e  are  some  Victor  programs  available  right  now. 


eral  Finance  and  Accounting 

jjob  Pricing,  Labor  and  Material 
i3alculatlons 

-f^n^ual  Depreciation:  Straight  Line 
\nnual  Depreciation:  Declining 
Balance 

Xnnual  Depreciation:  Sum-of-Dlgits 
3r  Declining  Switched  to  Straight 
-Ine 

Annual  Depreciation:  Sum-of-Dlgits 
Columnar  Pad  (up  to  10  columns) 
Moving  Average  (12  month) 
i/Velghted  Moving  Average 
\^ovlng  Average  (n  Intervals) 
Expense  Distribution 
Percent  Increase/ Decrease  with 
Accumulations 
Percentage  Calculations:  Percent 

hange,  Goal  Attainment  and 
Summations 

Period  Variance  Analysis,  Tw/o 
Comparisons 
Labor  Cost  Reports 

xperlenced  Rating  and  Summary 
Sheet 

Trend  Line  Analysis 
Invoicing:  Quantity  &  Price 
Invoicing:  Quantity  &  Price  &  Line 
Discount 

nvoicing:  Quantity  &  Price  &  Chain 
Discounts 

Invoicing:  Quantity  &  Price  & 
Average  Price 

.nvoicing:  Quantity,  Cost,  Price, 
Accumulations  and  Mark-up 

alculatlons 
^voicing:  Quantity  &  Price  &  Chain 
Discounts  for  Multiple  Invoices 
Invoicing:  Salesman  Commission 
Distribution 

Calculations  of  Selling  Price  from 
Cost  and  Gross  Profit  Margin 
Payroll:  Total  Entry 
Payroll:  Calculate  Taxes  from 
Keyboard  Entry 
Payroll:  Calculate  Taxes  and 
Deductions 

Payroll:  Keyboard  &  Magnetic  Card 
Entry,  Calculated  Taxes, 
Deductions,  YTD  Gross,  Update 
Employee  Card  and  Summarize 
Payroll:  Incentive  Program 
Payroll:  Labor  Cost  Distribution 
Payroll:  Time  Card  Calculations 
Payroll:  Quarterly  Summary  Report 
"ayroll:  Piecework 
Payroll:  Commissions 
Payroll:  Salary  Plus  Bonus 
Multiple  Proration  Applications: 
Dollar  &  Percent  Distribution, 
Automatic  Prorating  and 
Distribution,  Fixed  Percentage 
Prorations 

Economic  Ordering  Quantity 
Net  Profit  or  Loss 
Inventory 

Profitability  Analysts 
Trust  Accounting:  Commission 
Schedule  * 

Trust  Accounting:  Income 
Determination 

Trust  Fund  Proration:  Amounts  and 
New  Components 

sncial:  Banking 

Short  Term  Notes 

Installment  Financing/Add-on 

installment  Financing/Discount 

Installment  Financing/ Effective 

Installment  Financing/Add-on  or 

Effective  • 

Installment  Financing/Add-on  with 

pickup  and  balloon  payments 

installment  Financlng/Split-rate 

Loans 

Installment  Financing:  Delinquent 

Loan 

Yearly  Interest  paid  for  deduction 

on  Form  1040 

Prorata  Interest  Breakdown 

Between  Given  Dates 

True  APR  for  Loan  Verification 

(Regulation  Z) 


55.  Loan  Amortizations/ Effective  with 
insurances 

56.  Loan  Amortizations/ Effective 

57.  Installment  Financing:  Accrual 
by  Diminishing  Balances 

58.  Dollar  Day  Calculations 

59.  Loan  Rebates/ Rule  of  78's 

60.  Loan  Rebates/Declining  balances 
for  irregular  payments  and  periods 

61.  Retail  Auto  Sales:  Installment 
Financing 

62.  Credit  Union  Loans 

63.  FHA  Title  One  Loans 
(FHA  Mortgages)  Eligibility 

64.  FHA  Foreclosures  on  Delinquent 
Mortgages  Accounts 

65.  Student  Loan  Consolidation 

66.  Multiple  Interest  Calculations  and 
Consolidation  in  Groups  with 
Grand  Totals 

67.  Savings  Account  Interest 
Calculation  (Semi-Annual 
Compound) 

68.  Savings  Account  Interest 
Calculation  (Monthly  Compound) 

69.  Savings  Account  Interest 
Calculation  (Daily  Compound) 

70.  Savings  Account  Interest 
Calculation  Balancing 

Financial:  Bonds  &  Securities 

71.  Dollar  Price  and  Bond  Yield 

72.  Billing  of  Dollar  Price  Bonds 

73.  Supplemental  Billing  of  Securities 

74.  Bond  Scale  Display 

75.  Portfolio  Analysis— Tax  Swap 

76.  Net  Yield  to  Maturity  after  Capital 
Gains  Tax 

77.  Average  Life  of  a  Bond  with 
Sinking  Maturities 

78.  Bond  Payments:  Interest  and  Levy 

79.  U.  S.  Treasury  Bills:  Dollar  Price 
&  Yield  (365  Day  Year) 

80.  Rate  of  Discount  Required  for  a 
Given  Yield 

81.  Taxable  Yield  Equivalent  to  Yield 
from  Tax-exempt  Bond 

82.  Yield  and  Price  of  a  Discount 
Instrument 

Statistics 

83.  Standard  Deviation,  Variance  & 
Skewness 

84.  Normal  Distribution  Function 
65.  Binomial  Distribution  Function 

86.  Poisson  Distribution  Function 

87.  t-Test 

88.  Chi-Square  Test  (m  x  n) 

89.  Chi-Square  Test  (I  x  r) 

90.  Chi-Square  Test  (2  x  2)  with 
Yates  Cor. 

91.  Chl-Square  Test  (2  x  1) 

92.  Linear  Regression,  y  on  x 

93.  Multiple  Linear  Regression 

94.  Correlation  Coefficients: 
3  Variables 

95.  Histogramming 

Mathematics  &  Numerical  Analysis 

96.  Quadratic  Equation 

97.  Cubic  Equation 

98.  3  Simultaneous  Equations 

99.  (3  X  3)  (3  X  n)  Matrix  Multiplication 

100.  (3  X  3)  Matrix  Inversion 

101.  Gamma  Function 

102.  Bessel  Function 

103.  Area  of  a  Rectilinear  Surface 

104.  Vector  Algebra 

105.  Vector  Dot  and  Cross  Product 

106.  Law  of  Cosines 

107.  Bolt  Circle  Coordinates 

108.  Intersection  of  Two  Lines 

109.  Solution  of  Triangles 

110.  Simpson's  Rule— Numeric 
Integration 

111.  Pseudo-Random  #  Generator 

112.  Factoring 

113.  Reduction  of  Fraction  to  Lowest 
Terms 

114.  Factorial  (n!  Normalized) 

115.  Combinations  of  n  Things  Taken 
r  at  a  Time 


116.  Drawing  Without  Replacement 
from  a  Universe  of  Two  Distinct 
Types  of  Elements 

117.  Probability  of  Duplication  in  a 
Given  Universe 

118.  Tabulation  of  /m\    /m  +  k\ 

119.  Stirling's  Formula  for  Log  n! 

120.  Prime  Number  Generator 

121.  Prime  Factorization 

122.  Synthetic  Division 

123.  Base  Conversion 

124.  Evaluation  of  a  Polynomial  of  any 
Order  and  its  Derivatives 

125.  Calculation  of  12     gi-j 

126.  Evaluation  of  A  Rational  Function 
up  to  Fourth  Degree 

127.  Polynomial  Multiplication 

128.  Coefficients  of  a  Quadratic  or 
Cubic,  Given  Two  or  Three  Real 
Roots,  Respectively 

129.  (3  X  3)  Determinant  Evaluation 

130.  Coefficients  of  a  Quartic,  Given 
Four  Real  Roots 

131.  Fourier  Series 

132.  Chebychev  Expansions 

133.  Chebychev  Polynomial  Generation 
of  a  Discrete  Variable  Over  n  -f-  1 
Data  Points 

134.  Chebychev  Polynomial  Generation 
of  a  Function  Over  n  +  1  Data 
Points 

135.  Sum  of  Squares  of  Chebychev 
Polynomials  of  a  Discrete  Variable 

136.  Generation  of  e*'>"  «  +  "s  x 

137.  Solution  of  a  Complex  Quadratic 
Equation 

138.  nth  Root 

139.  Real  Roots  of  a  Polynomial  of 
Degree  2  thru  6 

140.  Solution  of  TAN  x— x  =  a 

141.  Solution  of  a  Triangular  System 
or  Orders  3  thru  9 

142.  Elementary  Math  Tables 

Mechanical  Engineering 
&  Machine  Design 

143.  Buckingham  Equation 

144.  Contact  Ratio,  Intermeshing  Gears 

145.  Helical  Spring  Design 

146.  Spun  Gear  Design 

147.  Helical  Gear  Design 

148.  Gear  Train  Design 

Structural  Engineering 

149.  Shear  and  Bending  Moment  In 
a  Beam  with  Multiple  Loads 

150.  Cantilever  Beam— Triangular  Load 


151.  Two  Cycle  Moment  Distribution- 
Handy  Cross  Method 

152.  Two  Cycle  Moment  Distribution- 
Concentrated  Load 

Civil  Engineering 

153.  Traverse  Computation— Bearing  & 
Distance 

154.  Traverse  Computation— Field 
Angle  &  Distance 

155.  Inverse  Traverse  Computation 

156.  Horizontal  Curve  Coordinates 

157.  Vertical  Curves 

158.  Cut  &  Fill  Areas  &  Volumes 

159.  True  Meridian 

160.  Design  Capacity  In  Storm  Water 
Retention  Reservoirs 

161.  Velocity  and  Discharge:  Manning 
and  Kutter  Formulas 

Subroutines 

162.  Exponentiation  (x^) 

163.  Present  Value  or  Amount  of  an 
Annuity 

164.  Number  of  Periods  for  an  Annuity 
(Sinking  Fund  or  Mortgage) 

165.  Effective  Rate  of  Return  for 
Compounded  Amounts 

166.  Number  of  Periods  for  a 
Compounded  Amount 

167.  Effective  Rate  of  a  Mortgage  or 
a  Sinking  Fund 

168.  True  Equivalent  Annual  Rate 
(A.P.R.)  Approximation 

169.  Discount  to  Add-on  Rate 
Conversion 

170.  Add-on  to  Effective  Annual  Rate 
Conversion 

171.  Register  Combine  &  Extract 
Subroutine 

172.  Present  or  Future  Value  of  an 
Amount  Compounded 

173.  Installment  of  an  Annuity  Given 
Future  or  Present  Value 

174.  Accumulated  Mortgage  Interest 
Calculation 

175.  a",  n  Integral  Value 

176.  Date  Routine— 360  Day  Calendar 

177.  Date  Routine— 365  Day  Calendar 

178.  Future  Date  Given  Previous  Date 
and  Number  of  Days 

179.  a",  n  Non-Negative  Integer 

180.  Log  10  for  any  Positive  x  Value 

181.  xth  Root  of  a  Number,   ^^ 

182.  e\  For  — 32<x<32 

183.  Combinations  of  n  things  Taken 
r  at  a  time,  n^r 

184.  Newton's  Method  for  Finding  th  j 
Root  of  a  Polynomial 
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.  Business  Machines  Division 

I  3900  North  Rockwell  Street 

!  Chicago,  Illinois  60618 

I  D  I  need  to  know  more.  Send  your  free  brochure  on  Victor's  thoroughly 

I  planned  programable  calculator. 

j  n  I'd  like  to  see  a  demonstration  of  the  following  applications  from  your 

I  Program  Library,  identified  by  these  numbers  from  your  list  above. 
I 

I 

I        n  Here's  a  problem  not  covered  in  your  list.. 

I 

I 


X 


i  NAME 

I  TITLE 


I  CITY 
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VICTOR 


Other  acreage  is  necessary  for  water- 
shed, parklands  or  other  conserva- 
tion purposes.  "And  there  is  no  way 
to  get  the  state  to  take  them  over  for 
just  compensation,  either.  This  state 
had  learned  how  to  zone  you  out  of 
commercial  existence  in  some  spots 
without  paying  for  the  land." 

So  Haight  tends  to  scoff  at  the  very 
optimistic  security  analysts  who  mul- 
tiply C&C's  Hawaiian  acres  by 
$10,000  and  come  out  with  $1.5  bil- 
lion or  over  $100  per  share  in  hid- 
den book  value.  He  woiJd,  however, 
put  the  value  in  the  hundreds  of  mil- 
lions—say $2,000  an  acre  on  average, 
which  would  add  at  least  $20  a  share 
to  book  value. 

We  Like  'em  Big 

Because  of  the  shortage  of  land  and 
because  of  a  past  rash  of  crooks  who 
sold  lava  rock  land  by  mail  to  main- 
landers,  Hawaii  set  up  the  first  state 
land  use  commission.  "In  real  estate," 
says  Haight,  "politics  is  the  key  to 
upgrading  your  land  value.  For  in- 
stance, an  acre  of  land  on  the  island 
of  Oahu  (where  four-fifths  of  the  to- 
tal state  population  lives  on  one-tenth 
of  the  land)  zoned  for  agriculture  is 
worth  $2,000;  zoned  for  housing  it's 
worth  $35,000.  Here  you  face  a  basic 
conflict  and  have  to  wrestle  with  your 
conscience.  Sixty-five  percent  of  the 
best  agricultural  land  is  also  the  best 
land  for  housing  development." 

Aloha-shirted  Eddie  Tangen  is  a 
top  man  in  the  International  Long- 
shoremen's &  Warehousemen's  Union 
and  chairman  of  the  state's  Hawaiian 
Land  Use  Commission.  Tangen  is  con- 
cerned with  C&C  on  two  scores:  1) 
that  it  uses  its  land  ownership  in  what 


NEW  TOP  BANANA 

Chiquita  no  longer 
is  number  one  in  market  sliare 
in  tiie  United  States  and  Canada 
because  Dole  and  Del  Monte 
have  gotten  into  the  act. 
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he  regards  as  a  constructive  way;  and 
2)  that  in  the  course  of  developing 
its  agricultural  land  for  residential  use. 
Castle  &  Cooke  does  not  wipe  out  too 
many  jobs  and  possibly  creates  others. 
Well  over  half  of  all  private  land 
in  Hawaii  is  controlled  by  100  com- 
panies, in  many  cases  founded  by 
missionaries  or  their  descendants. 
"Frankly,"   says   Tangen,   "we   prefer 


to  deal  with  big  landowners  Uke  Cas- 
tle &  Cooke,  people  with  low  land 
costs.  They  can  afford  to  give  up 
something  for  a  park  or  a  school  to 
get  something  else.  They  know  they're 
only  going  to  get  80%,  and  we  hold 
them  hostage  because  we  can  down- 
zone  land,  too.  For  instance,  C&C 
showed  real  aloha  [consideration  for 
the  community]  in  staying  in  sugar  so 
long  on  the  big  island  [Hawaii].  They 
really  pitched  in  and  cooperated 
helping  find  new  potential  jobs  for 
workers.  Of  course,  every  part  of  C&C 
screams  that  it's  an  independent  com- 
pany, but  I  keep  saying  it's  all  part 
of  one  octopus,  and  you  can't  walk 
away  from  your  commitments  in  one 
area  and  expect  to  get  new  zoning 
to    make    millions    somewhere    else." 

Eddie  Tangen  is  a  pragmatist;  he 
puts  jobs  before  preserving  the  land- 
scape. Not  so  Tony  Hodges,  head  of 
an  organization  caUed  Life  of  the 
Land.  "We  are,"  says  Hodges,  "op- 
posed to  everything  Castle  &  Cooke  is 
doing.  What  they  promise  and  what 
they  produce  are  never  the  same." 
Hodges  has  gone  into  court  to  block 
development  of  the  island  of  Lanai 
(see  box). 

Still,  242  square  miles  of  scarce, 
often  lush  land  is  not  to  be  ignored. 
Where  it  can,  C&C  is  developing  its 
land  in  a  variety  of  ways.  On  Oahu, 
C&C's  Mililani  Town,  where  few  sin- 
gle-family houses  sell  under  $50,000, 
has  a  two-year  waiting  list.  Despite 
the  price,  this  is  not  luxury  housing. 
Costs  are  so  high  and  land  so  scarce 
that  customers  in  Hawaii  get  less  for 
their  housing  dollar  than  anyone  else 
in  the  U.S.:  single-wall  construction 
in  many,  no  heating,  no  cellar,  little 


Souls  And  Sales.  "The  missionaries  came  to  do  good,  but  ended  up 
doing  well."  Among  the  well-doers:  Samuel  Northrup  Castle  (\eft)  and 
Amos  Starr  Cooke.  Castle  &  Cooke  started  in  1 851  with  a  general  store 
to  serve  missions  and  plantations.  They  diversified  to  the  point  where  a 
suspicious  church  deacon  insisted  on  tasting  the  contents  of  a  mysterious 
cask.  It  contained  not  rum,  but  the  pickled  body  of  a  sea  captain  being 
returned  to  Boston.  The  partners  are  buried  side  by  side  in  a  mission 
cemetery  at  Honolulu  on  Oahu,  steps  away  from  the  site  of  the  store. 
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Did  you  know 
your  car  could  have  built-in  reflexes? 


\ehicle 
location  senst>r 


aulonKitic 
hcadliizht  dimmer 


electronic  fuel  control 


radar  speedometer 


i'      / 


automatic 
anti-skid  control 


collision 
avoidance  radar 


automatic 
speed  control 


f    1 


automatic  brakini 


Some  drivers  will  always 
be  better  than  others. 
But  thanks  to  advanees  in 
electronic  technology, 
ail  drivers  will  be  better  some 
day  because  their  autos  will 
have  built-in  reflexes. 

Drivers  will  have  electronic 
devices  to  control  skidding, 
detect  highway  hazards, 
warn  of  malfunctions  -  all 
automatically. 

Elect  ionic  improvement  of  the 
automobile  is  almost  limitless. 
By  1980  auto  manufacturers 
may  be  spending  as  much 
on  solid  state  electronic 
systems  as  on  engines.  Even 
so,  electronics  should 
eventually  lower  the  cost  of 
running  a  car. 

Today,  RCA  provides  the 
auto  industry  with  components 
for  the  new  electronic  ignition 
systems.  Tomorrow,  we  will 
pn^vide  a  variety  of  other 
advances -such  as  electronic 
devices  to  replace  inefficient 
mechanical  methods  of 
fuel  mixture,  which  will  cut 
energy  consumption  and  aid 
in  emission  control. 

Electronics  is  creating 
ingenious  new  ways  to  enhance 
life.  And  RCA,  which 
helped  create  the  technology 
itself,  is  still  pioneering  the 
electronic  way. 


The  electronic  way 


anfcer sThist  is 


p 


erhaps  this  is  because  Brazil  is  bull- 
ish on  Bankers  Trust. 
We've  been  working  together  since 
1917.  At  a  time  when  most  banks  were  sheep- 
ish on  Brazil,  we  were  setting  up  a  net- 
work of  correspondent  banks,  granting 
loans  and  establishing  our  reputation. 

So  today,  when  no  American  bank  has 
more  than  10  branches  in  Brazil,  we  have 
52  correspondents  with  thousands  of 
branches,  along  with  our  representa- 
tive offices. 

Which  gives  us  a  great  deal  more 
flexibility,  as  well  as  access  to  more 
information,    more    contacts   and 
more  banking  facilities. 

This  may  be  why  Brazil  came  to 
us  to  finance  the  first  all-weather 
road  in  the  State  of  Paraiba,  to 
bring  crops  from  the  interior  to 
coastal  markets. 

And  why  they  came  to  us  again  to 
finance  a  North  to  South  route  of  the 
monumental  Trans-Amazon  Highway 
system,  an   engineer's   nightmare  — 
1,200  miles  through  the  largest  and 
densest  jungle  on  earth. 

And  why  they  came  to  us  again 
forthe  most  complexprojectof  all: 
the  Sao  Paulo  subway  system. 

What  we've  done  so  far  is  put 
together  $168,000,000  in  loans 


space  inside  and  less  outside.  These 
prices  are  one  reason  the  Aloha  state 
has  more  couples  working  and  fewer 
owning  hqmes  than  almost  anywhere 
on  the  mairJand. 

Mililani  Town  has  been  under  con- 
struction six  years  and  has  another 
ten  years  to  go.  It  hasn't  even  used 
half  of  the  available  land.  When  it 
is  finished,  and  with  freeways  reach- 
ing out,  C&C  will  probably  be  able 


to  start  another  new  town  on  some  of 
its  other  Oahu  land. 

Then  there  is  Lanai— the  Pineapple 
Island.  C&C  carries  its  98%  ownership 
of  Lanai  for  the  original  $1.1  million 
paid  by  Jim  Dole  back  in  1921.  C&C 
hopes  to  generate  $100  million  in 
pretax  profits  for  itself  and  its  part- 
ners, who  would  help  put  up  $15 
million  in  start-up  money  by  selling 
off  15,000  acres  in  two-  to  20-acre 


As  C&C's  Mililani  Town  expands 
on  Oahu,  if  eafs  into 
pineapple  acreage;  above  are 
Mililani  backyards  cheek-by-jowl  with 
remaining  pineapple  fields.  The  more 
houses,  the  fewer  jobs  like  those 
below  (Hawaiian  women  hand- 
selecting  ripe  from  unripe  fruit). 


plots  to  about  3,000  buyers  for  second 
homes,  while  leaving  the  18,000  acres 
currently  devoted  to  pineapple  undis- 
turbed and  productive. 

On  the  big  island,  Hawaii,  which 
has  60%  of  the  state's  land  area  but 
only  63,000  people,  C&C  faces  a 
tougher  situation.  It  did  sell  1,280 
acres  two  years  ago  at  $1,250  an 
acre  to  a  group  that  will  grow  mac- 
adamia  nuts  and  sell  its  output  to 
C&C.  In  the  island's  Kohala  district, 
after  sugar  is  phased  out  in  1975, 
C&C  plans  to  break  the  land  up  into 
lots  and  sell  to  people  who  want  to 
run  a  few  horses  and  have  a  small 
ranch.  For  much  of  it,  Haight  figures 
$5,000  an  acre  would  be  a  minimum 
price.  C&C  also  owns  a  prime  beach 
zoned  for  a  hotel. 

Less  important  but  still  significant, 
Haight  points  out,  are  two  currently 
stymied  California  realty  projects. 
C&C's  Sea  Ranch,  on  the  coast  100 
miles  above  San  Francisco,  is  mixed 
up  with  Proposition  20,  passed  by 
California  voters  last  November, 
which  states  that  no  builders  on  the 
coastline  can  proceed  without  the  ap- 
proval of  a  new  state  commission.  This 
has  brought  to  a  virtual  standstill  sales 
of  land  from  C&C's  2,600  acres  there. 
A  planned  "new  city"  for  100,000  near 
San  Jose  has  had  to  be  delayed  and 
scaled  down  85%,  primarily  for 
economic  reasons,  but  should  be  un- 
der way  sometime  in  1974. 

All  this  means  that  land  is  not  go- 
ing to  be  an  overnight  bonanza  for 
C&C,  but  it  shoxild  instead  provide  a 
steady  source  of  income.  "We  have 
ample    land    to    develop    imtil    year 
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Before  Malcolm  MacNaughton,  now  63,  took  charge,  Castle  &  Cooke  was  run 
more  by  custodians  intent  on  conserving  what  it  had.  But  MacNaughton  kept 
stressing  how  it  had  been  going  sideways  in  profits  and  had  to  get  moving. 


2000,"  says  Haight.  "This  year  real 
estate  will  have  pretax  profits  of  $4.5 
million.  Within  five  years  I  expect— 
taking  delays  and  unexpected  disasters 
into  consideration— real  estate  should 
be  able  to  contribute  25%  of  after- 
tax profits  or  a  minimum  of  at  least 
$10  million  after  taxes  yearly." 

The  problems  C&C  has  had  in  real 
estate  are  very  apparent  on  the  bot- 


tom line.  Not  tmtil  1966  was  the  real 
estate  group  even  in  the  black,  and 
since  then,  says  Haight:  "Our  real  es- 
tate record  has  been  a  mixed  bag. 
Earnings  have  gone  up  and  down 
like  a  fever  chart  as  we  learned  the 
business  the  hard  way."  In  other 
words,  what  land  is  worth  in  theory 
and  what  it  is  worth  in  fact  are  not 
the  same  thing. 


Rightly  or  wrongly,  Wall  Street  is 
not  capitalizing  C&C's  land  in  the 
price  of  its  stock,  "Castle  &  Cooke 
is  priced  as  a  commodity  food  com- 
pany," says  security  analyst  Arthur 
Bugs  Baer  Jr.  at  Faulkner,  Daw- 
kins  &  Sullivan,  "so  an  investor  isn't 
paying  anything  for  the  land,  even  if 
its  earnings  potential  is  unknown." 

With  1973  sales  estimated  at  near- 
ly $700  milhon  and  earnings  per  share 
at  a  record  of  about  $2,  C&C  is  sell- 
ing at  some  8  times  earnings,  up  from 
a  multiple  of  only  6  earlier  this  year. 
Its  multiple  is  lower  than  most  food 
companies  because  its  earnings  have 
shown  violent  swings  due  to  strikes, 
storms  and  commodity  gluts.  C&C's 
return  on  equity  exceeded  10%  only 
once  in  the  last  decade  and  was  be- 
low 8%  five  times. 

MacNaughton  and  Kirchhofi^,  good 
MBAs  that  they  are,  have  a  five-year 
plan.  It  calls  for  food  to  go  down 
from  77%  of  profits  to  55%  by  1978. 
Real  estate,  it  is  hoped,  will  bring  in 
25%.  The  balance  will  come  from  un- 
related lines  of  business.  By  then  they 
hope  to  be  earning  $3.50  or  so. 

Morton  Miller,  yet  another  Har- 
vard Business  School  man,  has  been 
brought  in  to  develop  C&C's  mer- 
chandising operation,  which,  it  is 
hoped,  will  contribute  much  of  the 
20%  expected  from  outside  food  and 


Here  Come  the  Haoles! 


Although  many  are  on  welfare,  their 
average  pay  is  about  $140  a  week 
before  taxes,  and  prices  are  high- 
er than  on  the  mainland,  the  2,200 
nonwhite  inhabitants  of  Lanai  Island 
inhabit  a  kind  of  paradise.  Lanai  has 
the  best  view  of  the  other  Hawaiian 
islands— you  can  see  five.  The  climate 
is  so  favorable  the  greatest  Hawaiian 
king  used  Lanai  as  his  vacation  spot. 

The  inhabitants  have  a  beautiful 
beach  for  their  exclusive  use,  a  free 
golf  course,  good  fishing  and  all  the 
free  pineapple  they  can  eat.  There  is 
no  traffic  worth  mentioning,  no  rob- 
bery or  rape,  no  industrial  noise  or 
air  pollution. 

The  catch  is  that  Lanai  is  one  giant 
company  town;  98%  of  it  belongs  to 
Castle  &  Cooke.  C&C  has  been  a  good 
citizen  in  recent  years,  but  the  ques- 
tion is:  Where  does  good  citizenship 
end  and  property  rights  begin?  Re- 
cently, keep-out  signs  have  gone  up 
and  hunting  is  no  longer  free. 

C&C  wants  to  develop  15,000  of  its 
88,000  acres  on  the  island.  It  promises 
not  to  disturb  the  18,000-acre  pine- 
apple plantation,  preserving  the  800 
peak-season  jobs  as  long  as  it  doesn't 
lose  money.  The  union  supports  real 
estate  development  as  a  source  of  bad- 


ly needed  jobs  in  construction,  tour- 
ism and  other  services. 

Such  developing,  however,  would 
boost  the  island's  population  from  its 
current  2,600  to  around  15,000.  Some 
of  the  newcomers  would  be  from  the 
3,000  families  who  would  buy  week- 
end- and  vacation-home  sites  for 
$20,000  and  up  an  acre;  others  would 
be  tourists  visiting  a  string  of  hotels 
C&C  wants  to  put  up.  (At  present 
Lanai  attracts  only  one  or  two  tour- 
ists a  day. )  What  is  more,  most  of  the 
newcomers  would  be  Haoles— the  Ha- 
waiian name  for  white  outsiders;  ra- 
cial tension,  already  smoldering  now, 
could  easily  erupt. 

At  any  rate,  C&C's  $100-million 
pretax  profit  land  sale  plan  is  in  trou- 
ble. A  local  mother  of  four  is  suing  to 
block  development,  joined  by  Life  of 
the  Land,  a  Hawaiian  conservation 
group.  L  of  the  L's  critics  sneer  at  it 
as  "a  bunch  of  the  back-to-the-grass- 
huts  boys,"  but  it  has  growing  influ- 
ence. L  of  the  L's  Tony  Hodges  claims 
that  C&C  would  turn  this  happy  island 
into  a  protected  white  ghetto.  "It 
would,"  he  says,  "become  a  weekend 
escape  from  the  ecological  disaster 
these  same  people  created  at  Waikiki 
Beach,  and  a  vehicle  for  land  specu- 


lation. Meanwhile,  none  of  the  na- 
tives on  Lanai  can  afford  to  buy  into 
C&C's  development." 

At  the  moment  about  65%  of  the  na- 
tives own  their  homes,  sold  to  them 
years  ago  under  union  pressure  at 
bargain  prices.  However  they  are 
crowded  into  a  small  part  of  the  is- 
land and  separated  from  what  they 
call  "Haole  camp."  Thus  the  locals 
would,  in  Tony  Hodges'  words,  be- 
come virtual  strangers  in  their  own 
land,  victims  of  a  "social  revolution." 
Others  shudder  to  think  what  will 
happen  to  the  island  when  its  present 
automotive  population  of  maybe  500, 
mostly  jeeps,  swells  to  3,000  or  more 
big  motor  cars. 

There  is  another  twist  to  the  situa- 
tion. The  2,200  local  natives  are  by 
and  large  not  Hawaiians  by  origin. 
Eighty  percent  are  Filipinos,  workers 
and  descendants  of  workers  brought 
to  the  island  a  half  century  ago  by 
James  Dole,  the  pineapple  man,  who 
bought  Lanai  on  the  condition  that 
he  wouldn't  take  workers  from  liis 
competitors. 

Nobody  questions  that  C&C  owns 
the  island.  But  under  those  present- 
day  circumstances,  what  does  "own- 
ership" mean? 
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12  YEARS  OLD  WuRLDWIDf  ■  BLENDED  SCOTCH  WHISKY  •  86  PROOF  •  GENEIRAL  WINE  &  SPIRITS  CO.,  NEW  YORK,  NY. 


Admittedly,  a  case  of  Chivas  isn't  something  you'd  give  to  everyone. 

( And  the  person  who  gets  it  knows  it.) 


We  get  people  talking. 

(To  23,000,000  people  we're  the  telephone  company) 


entertain  them. 

'Ivania  color  TV  aid  stereo) 


We  brighten  their  lives  a  bit. 

(Sylvania  lighting  for  home,  industry  and  photography) 


We're  GTE. 

(a  growing  concern  for  your  growing  needs) 


■••• 


•^^ 


5enera!  Teleohcne  &  Electronics.  Gne  Stamford  Forum.  Stamford   Conn.  fif-.QCjA. 


Monsanto's 
Multi-Million-Dollar  Legs. 

This  is  worth  a  good  look. 
It's  a  whole  new  hosiery  business — a 
giant  one — that's  in  the  making  because 
of  new  Monvelle  fiber  by  Monsanto. 
Until  now,  women  had  to  choose 
between  sheemess  with  no  support 
and  support  with  little  fashion  appeal. 
Now  they  can  choose  Monvelle. 
Monvelle  is  a  new  kind  of  fiber  that 
combines  nylon  and  spandex  in  a  single 
strand.  The  result  is  hosiery  that 
performs  as  well  as  traditional  support 
hose,  yet  is  as  sheer  as  many  premiimi 
nylon  hose. 

It  took  Monsanto  six  years  to  develop 
this  revolutionary  fiber,  and  we  know  it  will  pay  off. 
Test  market  results  have  already  proved  it. 
So  keep  watching  Monvelle  and  MnnSdntO 

Monvelle*  is  Monsanto' s  trademark  b  I^  ^^     ^%  ^^  ■  ^^  M^  ^^  ^^ 

for  its  biconstituent  fiber  (509^  nylon/50'%  spandex).  Illr^     ^1      IV^III      l"^ 

company. 

FOR  MORE  INFORMATOM 

ABOUT  MONVELLE 

WRITE  MM-3  MONSANTO  COMPANY 

800  N  LINDBERGH  BLVD 

ST  LOUIS  MO  63166 

Visit  Monsanto's  AMERICA  THE  BEAUTIFUL  Show  ot  Walt  Disney  World  in  Florida.  It's  our  Company's  Solute  to  this  Great  Land. 


land.  MacNaughton  had  acquired  a 
modest  wholesale  and  retail  store  op- 
eration which  made  money  until  its 
founder  retired.  "Then  losses  oc- 
curred," says  Miller,  "when  he  was 
replaced  by  a  lawyer  who  didn't  un- 
derstand the  business." 

Miller  frankly  states  he  wants  to  ex- 
pand to  $100  million  internally  with- 
in five  years.  He  also  hopes  to  acquire 
another  $400  million  in  merchandising 
sales.  He  is  looking  at  retail  drug 
chains,  sporting  goods  stores,  auto 
parts  shops.  His  current  base  is  small, 
self-service  junior  department  stores 
on  the  West  Coast  which  he  hopes  to 
place  in  small  communities  that  so  far 
have  been  overlooked. 

Howard  Ameson,  an  inventor  who 
often  works  till  four  in  the  morning, 
runs  Ameson  Products,  it  produces  a 
gadget  that  automatically  cleans 
built-in  swimming  pools.  Everyone  ad- 
mits it  is  the  most  profitable  single 
business  in  C&C,  but  it  is  small,  about 
$5-million  sales  a  year.  He  and  Mac- 
Naughton hope  to  make  it  bigger  by 
acquiring  a  heater  or  filter  maker. 

Foreign  Gambles 

C&C  also  has  a  diverse  collection 
of  overseas  joint  ventures  with  foreign 
nationals.  It  owns  part  of  the  only 
window  glass  plant  in  the  Philippines; 
a  quarry  in  Kuala  Lumpur  and  a  steel 
company  in  Thailand;  a  soft-drink 
company  and  brewery  in  Honduras. 

"Here's  a  surprise  for  you,"  says 
MacNaughton.  "Just  two  of  those— 
the  steel  company  and  the  quarry- 
will  bring  in  $2  million  after  taxes 
in  two  years.  They  also  give  us  win- 
dows in  the  fastest-growing  part  of 
the  world.  Southeast  Asia  will  boom.". 

Relaxing  a  bit,  MacNaughton  sums 
things  up  under  his  stewardship:  "As 
I  approach  65,  I'm  quite  a  bit  happier 
than  I  was  three  years  ago.  Our  board 
is  too  old,  but  they  know  it  and  I 
know  it,  and  we're  all  agreeable  to 
working  that  out.  With  the  organiza- 
tion changes  and  the  new  people,  we 
hope  to  average  12%  earnings  growth 
—though  we  won't  hit  it  every  year 
with  all  the  uncertainties  around 
agricultural  commodities.  But  we're  a 
much  better  company,  and  the  quali- 
ty of  our  earnings  should  improve 
yearly  as  the  percentages  from  any  one 
commodity  or  place  decrease." 

You  can  forget  about  Castle  & 
Cooke  as  a  trove  of  hidden  treasure; 
there  are  too  many  strings  tied  to  its 
land  use.  -But  that  doesn't  dim  Mal- 
colm MacNaughton's  accomplishment 
nor  relegate  Castle  &  Cooke  to  perma- 
nent low  profitability.  Well-positioned 
in  two  great  businesses— food  and  land 
development— it  has  turned  from  a 
business  antique  into  a  modem  com- 
pany with  excellent  profit  potential,  ■ 


Not  just  another  hotel  in  Chicago 
But  a  Knott  Hotel. 

Each  Knott  Hotel  offers  a  unique  environment  of  personable 
hospitality  and  service  you  can  sense  throughout  your 
stay.  Our  newest  addition  adds  something  more.  Each 
of  our  500  luxurious  guest  rooms,  including  100  suites, 
features  color  TV,  self-service  bar-refrigerators,  first-run 
in-room  movies.  World  famous  Polo  Bar.  Gourmet 
cuisine  at  Maxwell's  of  the  Westbury.  Heated  rooftop 
pool.  And  fourteen  especially  designed  business 
meeting  rooms.  All  this  in  Chicago's  fashionable 
Near  North  Side. 

CHICAGO 


.M^ 


THE 


THE  KNOTT  HOTELS: 
CHICAGO/NEW  YORK/SAN  FRANCISCO 
TORONTO,  CANADA/LONDON,  ENGLAND 
BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 

In  Florida  call  collect:  (305)  655-4101. 


M- 


S^Tm'ISflai&WvM^^SSW'iiS^ASES&ftJi^;'^ 


For  a  brochure  on  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York,  N.Y.  10022 


137,000,000  consumers 
within  overnigiil 
delivery  from  your  pioni 
in  New  Yoric 


I 


137,000,000  people  in  the  richest 
U.S. -Canadian  market  area  can  be 
served  overnight  from  your  plant  in 
New  York  State.  14,500  miles  of  | 

modern  state  highways,  20  major  I 

airports,  10  major  rail  lines.  America's  ■ 
largest  port,  over  1,000  trucking  I 

companies  —  ready  to  serve  you  - 

now.  For  details,  attach  coupon  I 

to  your  letterhead  and  mail  today. 
There's  still  room  at  the  top.        I 

New  York  Slole*  j 

Where  Ihe  | 

smorl  money  is. 


Commissioner  Neal  L.  Moylan  _ 

New  York  State  I 

Department  o'  Commerce  . 

Dept.  MCGO,  99  Washington  Ave.  I 

Albany,  New  York  12210  . 

Please  furnish  me  more  detailed  I 

information  on  industrial-location  ■ 

advantages  in  New  York  State.  I 

NAME                                                                         '  I 

TITLE  ■ 

FIRM                                                                             ~  I 

ADDRESS                                              ~                             '  I 


STATE 


ZIP 
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The  Money  Men 


Brittingham  of  Brittingham  &  Co. 


The  Times  Are  Out  of  Joint 

"The  very  rich,"  said  F. 
Scott  Fitzgerald,  "are  differ- 
ent from  you  and  me." 

"Yes,"  rejoined  Ernest 
Hemingway.  "They  liave 
more  money." 

Hemingway  might  have 
added  something  else:  The 
rich  also  can  afford  a  sound- 
er approach  to  investing. 

You  don't  hear  much  about 
these  private  pools  of  capital 
and  their  money  managers. 
They  don't  want  you  to  hear 
about  them.  They're  not  in- 
terested in  getting  large 
amounts  of  new  business; 
they're  already  rich.  What 
they  want  is  to  preserve  their 
capital— which,  in  the  larger 
sense  in  an  inflationary  world, 
means  keeping  it  growing 
steadily  if  not  spectacularly. 

We  had  a  chance  to  talk 
with  one  of  these  people  re- 
cently. He  is  Baiid  Britting- 
ham, a  hefty,  soft-spoken  man 
of  42,  who  lives  and  works 
in  Wilmington,  Del.  He  runs 

his  family's  fortune,  which  was  made  at  the  turn  of  the 
century  in  Wisconsin  lumber.  Along  the  way,  as  much  as 
an  accommodation  to  others  as  for  the  money,  the  Brit- 
tingham money  management  firm  has  picked  up  a  num- 
ber of  outside  clients.  One  of  them  is  the  Nobel  Founda- 
tion—of Nobel  dynamite  and  Nobel  Prize  fame— which  has 
turned  over  the  U.S.  side  of  its  investments  to  the  Brit- 
tinghams.  It  also  handles  some  money  that  benefits  the 
universities  of  Delaware  and  Wisconsin.  But  the  bulk  of 
the  $50  million  that  the  firm  handles  is  Brittingham 
family  money. 

"We  don't  seek  these  relationships,"  Brittingham  says, 
"they  tend  to  grow  out  of  close  personal  relationships." 
The  Nobel  account  came  about  many  years  after  Baird's 
late  father,  Thomas  Jr.,  had  become  friendly  with  a  future 
head  of  the  Nobel  Foundation. 

Having  inherited  a  large  fortune  from  his  father,  the 
older  Brittingham  devoted  his  career  to  managing  it. 
He  was  an  early  adherent  of  what  is  now  known  as  the 
growth-stock  theory.  In  a  pamphlet  written  more  than 
three  decades  ago,  Tom  Brittingham  made  the  following 
shrewd  observation: 

"The  age-old  theory  of  the  favorite,  well-known  stocks 
being  the  only  investment  for  widows  and  orphans  is  all 
wrong.  Hindsight  and  statistics  both  show  that  invest- 
ing in  the  popular  favorites  for  the  long  pull  is  the  surest 
way  toward  an  ever-decreasing  income  and  a  diminish- 
ing capital."  The  firm  was  an  early  investor  in  Warner- 
Lambert  and  Bristol-Myers  among  others,  and  the  fam- 
ily money  grew  steadily— 10^  or  so  a  year  on  average  over 
the  past  20  years. 

The  father  died  in  1960  and  Baird  took  over.  He  has 
updated  his  father's  advice,  with  an  interesting  twist. 
To  Baird,  the  well-known  growth  stocks,  the  IBMs,  the 


Avons,  the  Xeroxes,  have  become  today  like  the  old  standard 
stocks  of  yesterday— the  conventional  way  to  invest.  But 
the  conventional  way  is  not  necessarily  the  best  way.  Late- 
comers to  these  stocks  have  taken  all  of  the  risk  and  have 
reaped  few  of  the  gains.  To  Baird,  what  the  modem  mon- 
ey managers  are  doing  is  simply  a  variation  on  what  their 
predecessors  did.  Where  the  old-timers  bought  U.S.  Steel 
and  the  Pennsylvania  Railroad  because  these  were  the  safe, 
grow-with-the-economy  stocks,  so  did  the  succeeding  gen- 
eration buy  the  standard  growth  stocks. 

In  1972  for  example,  Brittingham  sold  both  Warner- 
Lambert  and  Bristol-Myers  after  reaping  profits  of  1,000% 
or  so.  The  firm  has  not  been  in  IBM  or  Xerox  or  Avon 
in  recent  years.  "They  have  seemed  too  popular  and  too 
high-priced,"  says  Baird.  "Sometimes  we  missed  the  boat, 
but  we  didn't  worry.  After  all,  there  is  no  shortage  of 
stocks  to  pick  from." 

In  recent  years  Baird  Brittingham  has  tended  to  do 
somewhat  more  shorter-term  aggressive  trading.  For  ex- 
ample, last  year  he  bought  some  more  obscure  stocks,  like 
Regency  Electronics,  and  sold  out  in  nine  months  at  a 
70%  gain;  a  78%  gain  in  Pacific  Plantronics;  a  64%  gain  in 
Lancaster  Colony  Corp.  This  year  he  nearly  doubled  his 
money  in  Ponderosa  Systems,  having  bought  in  the  low 
20s;  it  now  sells  close  to  70.  But,  admits  Brittingham, 
"We  had  McDonald's  a  few  years  ago,  but  we  .sold  out 
too  soon  and  missed  a  good  part  of  its  move."  He  had 
plenty  of  company. 

"Some  of  our  clients,"  he  says,  "are  interested  in  more 
income.  So  in  recent  years  I  have  put  them  into  a  few 
REITs,  like  Great  American  Mortgage.  We  bought  into 
GAM  less  than  four  years  ago,  and  we  have  today  a  40% 
yield  on  the  original  investment,  and  a  10%  current  yield." 

What  does  Brittingham  look  for  in  a  company  before 
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Chase's  employee 

benefit  record-keeping  s>^tem 

puts  a  zipper  on  complaints. 


It's  called  BeneKeep™*  BeneKeep 
closes  out  complaints  because  no 
other  employee  benefit  record-keep- 
ing system  is  more  accurate,  more 
flexible  or  faster. 

The  windfall  for  you:  fewer 
gripes,  better  morale,  and  more  at- 
tention to  overall  plan  concepts. 

The  up-to-the-minute  Chase 
Manhattan  BeneKeep  computer  sys- 
tem is  modular  designed  to  select 
and  run  only  those  plans,  funds  or 
participants  specifically  requested. 
(This  means  lower  costs  for  you.) 

BeneKeep  can  take  on  the 
most  sophisticated  features  of  your 
plan:  thrift  and  savings,  stock  pur- 
chase, money  purchase,  profit  shar- 
ing and  HR-10.  It  can  cruise  through 
complicated  vesting,  withdrawal  and 


suspension  features.  BeneKeep  can 
help  detangle  even  the  unusual  prob- 
lems created  by  the  Tax  Reform  Act 
of  1969. 

We  can  handle  any  number  of 
participants  from  the  largest  plan  to 
smaller  operations  where  we  recom- 
mend our  IRS-approved  Master  Plan. 

If  your  record-keeping  is  in- 
house,  BeneKeep  can  release  valu- 
able people  and  resources  for  other 
important  duties. 

But  for  complete  information, 
call  (212)  552-3091  orwrite:  Barton 
D.  Graham,  Chase  Manhattan  Bank, 
1  Chase  Manhattan  Plaza,  New  York, 
N.Y.  10015. 

With  Chase  Manhattan's 
BeneKeep  on  the  job,  complaints 
stay  buttoned  up  for  good. 


In  an  increasingly  complex  financial  world, 
you  have  a  friend  at  Chase  Manhattan. 
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•Trade  Mark  of  Chase  Manhattan  Bank 


Noise  POLLUTION 
SOLUTION! 


Now,  owners  of  engines  and  generating  sets 
can  help  stamp  out  noise  pollution  with  the 
"Q  for  quiet"  Young  MWC-Q  Water  Cooling 
Radiator.  For  example,  a  Young  Radiator 
features  a  comparatively  slow  11,000  FPM  fan 
tip  speed  -f-  low  hp  +  wide  airfoil  blades 
which  means  10  decibels  quieter  operation. 
Available  for  fast  shipment.  Catalog  No.  1573. 
Look  to  Young  for  leadership  In  cooling  all 
types  of  engines,  turbines,  compressors,  con- 
verters,  transmissions,   fluids,   machine  tools. 


YOUNG  RADIATOR  COMPANY 

General   Offices:   Racine,  Wisconsin  53404 

Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  mucfi  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  otfier  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.  S.  TWS  mai<es  loans  only 
to  executives,  military  officers, 
and  professional  personnel  .  .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  lllforld  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


The  Money  Men 


he  invests?  Here's  his  checklist: 

"Managements  have  to  have  a  de- 
monstrable above-average  earnings 
performance  record. 

"They  have  to  have  an  ability 
to  motivate  employees  through  profit- 
sharing  and  other  such  carrot-and- 
stick  devices. 

"The  company  we  invest  in  must 
maintain  a  strong  set  of  financial  con- 
trols. I  don't  care  how  good-looking 
a  company  is,  if  they  don't  have  good 
financial  conditions  and  controls,  we 
shy  away.  So  many  companies  take 
on  too  much  business  and  they  can't 
handle  it.  Before  you  know  it.  every- 
thing is  out  of  control. 

"We  have  a  rule  of  thumb  around 
here.  If  a  company  doesn't  have  its 
annual  earnings  report  out  inside  of  90 
days,  we  won't  invest  in  the  company. 
Companies  that  take  a  long  time  to 
get  out  their  data  are  compatties  that 
don't  have  good  financial  controls. 
Even  complex  companies  like  ITT  or 
IBM  or  GM  get  their  reports  out 
swifdy— a  few  weeks  after  the  end 
of  the  year.  Why  can't  other  smaller 
companies?" 

Good  controls  are  particularly  im- 
portant when  Brittingham  invests  in 
fledgling  companies  and  venture  cap- 
ital deals.  Recently  he  and  other  well- 
heeled  private  investors  bought  into  a 
service  company,  General  Adjustment 
Bureau,  at  five  times  earnings.  It  is  a 
claims  adjuster  for  large  insurance 
companies.  Says  Brittingham:  "They 
had  revenues  of  over  $70  million,  not 
exactly  a  start-up  deal.  I  hope  this 
company  will  go  public  in  1975." 

The  Brittinghams  don't  have  a 
heavy  stream  of  money  pouring  in 
all  the  time.  They  aren't  worried  about 
management  fees.  They  don't  feel 
pressured  to  perform  in  the  short  run. 
They  don't  have  to  reinvest  in  alter- 
native situations  when  they  sell. 

Says  Baird  Brittingham:  "We  often 
have  the  discretion  to  sit  out  a  mar- 
ket entirely  if  we  don't  like  it  and  put 
the  money  in  bonds  or  money  market 
instruments.  In  January  of  this  year 
I  sold  out  most  of  the  Nobel  Foun- 
dation's holdings  and  rode  the  market 
out.  It  wasn't  until  this  July  that  I 
began  reinvesting." 

Forbes  asked  Baird  Brittingham 
whether  he  was  concerned  about  the 
way  in  which  most  investing  is  done 
today.  Short-run  performance  is  the 
rule.  Much  churning  of  portfolios  to 
generate  commissions.  "Since  my  fa- 
ther died  in  1960,"  Baird  Brittingham 
answered,  "stock  investing  has  changed 
drastically. 


"For  one  thing,  it  has  become  in- 
credibly difficult  to  hold  and  find 
stocks  for  long-run  investing.  While 
no  one  expects  investing  to  be  an 
easy  game,  I  think  today  it  has  got- 
ten ridiculous.  Stocks  are  broken  in  a 
few  days'  trading  if  quarterly  earnings 
fill  short  of  expectations.  My  father 
had  a  more  tolerant  view  of  a  compa- 
ny's limitations  when  he  invested  in 
growth  stocks.  He  said,  T  allow  them 
one  full  down  year  of  earnings.' 

"The  point  is  that  my  father  never 
considered  a  growth  company  as  in- 
fallible at  all  times.  He  knew  there 
would  be  periods  of  adversity.  When 
you  insist  on  every  quarter  gaining 
sharply  over  each  preceding  quar- 
ter, you  are  forcing  a  company  to 
look  beyond  its  basic  business. 

"My  father  would  turn  over  in  his 
grave  if  he  could  see  what  any  num- 
ber of  companies  have  done  with  ac- 
counting tricks  and  devices.  When  he 
invested,  he  could  be  fairly  certain 
that  $1  reported  earnings  was  pretty 
much  that  and  not  really  40  cents." 

Brittingham  owns  its  own  stock  ex- 
change seat  and  transacts  two-thirds 
of  its  trades  itself;  for  the  rest  it  uses 
its  brokerage  to  get  some  investment 
advice,  as  do  other  money  managers. 
There  are  just  three  people  doing 
all  the  investing,  including  Britting- 
ham. Says  he:  "We  have  no  com- 
mittees and  we  don't  go  through  a 
lot  of  mumbo  jumbo.  We  ask  our 
clients  what  they  really  need,  and  we 
stick  to  their  needs  regardless  of 
whether  it  generates  commissions." 

Unfortunately,  that  is  not  what  the 
much  larger  world  of  investing  is 
mainly  about.  Today  it's  commissions, 
buying  research  with  those  dollars  and 
big  fees.  That  is  why  Wall  Street  is 
in  so  much  trouble  these  days.  It  is 
caught  in  a  big  trap,  substantially 
of  its  own  making. 

"Things  were  more  black  and  white 
in  my  father's  day,"  Baird  Britting- 
ham says,  "direct  and  brusque.  It  was 
superb  in  that  environment.  Today, 
things  are  much  more  gray  and  con- 
fusing for  everyone,  including  myself. 
You're  wrong  much  more  often,  and 
you  sometimes  feel  you  don't  have 
that  much  of  a  handle  on  things." 

Baird  Brittingham  isn't  pining  for 
the  good  old  days.  He  is  doing  well 
for  his  family  and  his  clients.  But  he 
knows  that  the  way  investing  is  done 
today  is  out  of  joint  with  what  he 
learned  from  his  father.  But  then,  the 
rich,  like  the  Brittinghams,  do  have  the 
opportunity  to  play  the  game  their 
own  way,  not  somebody  else's.   ■ 
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The  first  in  a  new  generation  of  luxury  motor  cars* 
The  1974  Imperial  LeBaron  by  Chrysler. 


We  all 
have  our  own 
concepts  of 
beauty. 

But  if  a 
reasonable  def- 
inition includes 
such  words  as  grace  and  spirit, 
dignity  and  strength,  we  feel  con- 
fident many  will  consider  this  a 
truly  beautiful  automobile. 

The  1974  Imperial  LeBaron. 
Ultimately,  only  you  may 
decide  if  LeBaron  fits  your  personal 
definition  of  beauty. 

If  so,  then  we  welcome  you  to 
a  new  generation  of  luxury  cars. 
We  invite  you  to  open  the  door. 
Inside  LeBaron,  an  uncom- 
mon experience  in  automotive 
comfort  awaits  your  approval.  It 
is  no  exaggeration  to  say  the  seats 


are  luxurious.  Pillowed  velour. 

Yet  beyond  this,  you  can  order 
the  interior  you  see  pictured. 

Soft,  pillowed  leather. 

New  Imperial  Standards  in- 
clude an  electronic  monitoring 


system :  small,  intense  warning 
lights  located  on  the  instrument 
panel  which  keep  you  informed  of 
your  LeBaron's  vital  functions. 

Additional  standard  features 
include  power  disc  brakes  ...  at  all 
four  wheels.  The  wheels  also  wear 
steel-belted  radial  tires.  The 
ignition  system  is  electronic:  no 
points  or  condenser  to  ever  wear 
out.  And,  of  course,  the  Imperial 
engine  runs  on  regular  gas. 

LeBaron  Aw?  its  Your  Inspec- 
tion. We're  confident  you'll  approve. 

Because  each  LeBaron  is 
personally  road-tested  by  us  over 
varied  types  of  roadways. 

The  1974  Imperial  LeBaron. 

May  the  next  road  test  be  yours. 


Optional  leather  interior: 
standard  safety  belts  not  shown. 


Imperial  LeBaron  by  Chrysler. 

Extra  care  in  engineering  ...  it  makes  a  diff'erence. 


CHRYSLER 


"A  national  commitment  to  nucleai 
energy  is  required  to  support 

America's  siiift  to  an 
eiectric  economy.' 


J.  C.  Rengel,  Executive  Vice  President 
Nuclear  Energy  Systems 
Westinghouse  Power  Systems  Company 


America  today  has  an  electrical 
demand  of  380,000  megawatts.  By 
the  year  2000,  to  meet  the  de- 
mands of  an  electric  economy,  we 
will  need  an  estimated  3  million 
megawatts.  An  increase  of  700 
percent  in  only  27  years. 

Delays  in  building  and  licensing 
nuclear  powerplants  are  decreas- 
ing our  chances  of  meeting  this 
demand.  We  estimate  that  there's 
already  a  25,000-megawatt  lag — 
approximately  25  nuclear  power- 
plants — in  what  we'll  need  by 
1980. 

This  energy  lag,  if  filled  by  natural 
fuel  plants,  will  have  an  enormous 
impact  on  our  nation's  fuel  sup- 
plies. For  example,  the  energy  of 
this  25,000  megawatt  lag  is  equiv- 
alent to  770,000  barrels  of  oil  a 
day.  We'll  need  6V4  billion  barrels 
of  oil — over  half  the  proved  oil 
reserves  in  the  North  Slope  of 
Alaska — to  make  up  the  energy 
loss  that  these  plants  would  have 
produced  over  their  lifetime. 

Our  nation  cannot  afford  such  a 
massive  drain  on  its  oil  supplies. 
We  believe  that  nuclear  energy  to 
power  an  electric  economy  is  the 
only  viable,  long  term  solution  to 
America's  energy  problem.  It's 
the  best  way  to  assure  that  we  will 
have  a  self-sufficient  supply  of 
inexpensive  energy  which  can  be 
used  in  a  safe  and  environmen- 


tally  acceptable  manner  today 
and  in  the  future. 
Nuclear  energy:  a  self-sufficient 
energy  supply.  We  have  enough 
natural  uranium  to  fuel  conven- 
tional nuclear  powerplants 
through  the  period  when  breeder 
reactor  plants  go  into  operation  in 
the  1980s.  The  breeder  reactor, 
which  breeds  more  fissionable 
fuel  than  it  uses  in  generating 
power,  will  extend  the  uranium 
supply  for  centuries.  If  the  prom- 
ise of  controlling  fusion  reactions 
is  demonstrated,  fusion  power- 
plants  will  be  commercially  avail- 
able in  the  twenty-first  century, 
and  will  give  us  an  almost  limit- 
less energy  supply. 

Nuclear  energy:  an  economical 
energy  supply.  By  1985,  it  is  pro- 
jected that  coal  will  cost  about 
500/million  BTU.  Nuclear  fuel 
costs,  on  the  other  hand,  will 
remain  fairly  stable  at  about 
250/million  BTU.  In  fact,  they  may 
actually  decline.  The  higher  initial 
cost  of  a  nuclear  powerplant  will 
be  more  than  offset  by  the  lower 
cost  of  its  fuel. 

Nuclear  energy:  a  safe  energy 
supply.  The  nuclear  industry  has 
compiled  an  unparalleled  safety 
record.  Quite  simply,  in  more  than 
150  reactor  years  of  commercial 
operation,  there  has  never  been  a 
single,  nuclear-related  fatality 
caused  by  a  commercial  nuclear 
powerplant. 

Nearly  100  nuclear  powerplants 
around  the  world. 

To  date,  Westinghouse  has  more 
than  95  nuclear  powerplants 
around  the  world — representing 
over  89,000  megawatts  of  in- 
stalled capacity — on  order,  under 
construction,  or  in  operation. 

Westinghoiise  nuclear  power- 
plants  have  many  redundant 
safety  devices  and  systems.  As  a 
result  of  these  stringent  safety 
measures,  the  20  Westinghouse 


nuclear  powerplants  in  commer- 
cial operation  have  generated 
over  140  billion  killowatt  hours  of 
electricity  safely  and  reliably. 

Offshore  nuclear  powerplants  to 
ease  siting  problems. 


Today,  approximately  40  percent 
of  our  nation's  total  demand  for 
electricity  comes  from  a  200- 
mile-wide  strip  along  our  coast- 
line. This  densely  populated  area 
is  also  running  out  of  suitable 
sites  for  powerplants. 

Westinghouse,  in  partnership 
withTenneco  Inc.,  has  developed 
platform-mounted,  floating 
nuclear  powerplants  to  solve 
these  energy  and  siting  problems. 
Moored  a  few  miles  from  shore, 


these  nuclear  powerplants  will 
generate  electricity  that  will  be 
transmitted  through  underwater 
cables  to  shore. 

Offshore  nuclear  powerplants 
along  our  Atlantic,  Gulf  and 
Pacific  coasts  could  play  a  vital 
role  in  our  shift  to  an  electric 
economy. 

The  breeder  can  produce  70 
times  as  much  energy  from 
uranium  as  conventional  nuclear 
powerplants. 


By  the  year  2000,  it  is  estimated 
that  fast  breeder  reactor  plants 
will  provide  about  600,000  mega- 
watts for  America's  electric 
economy.  That's  more  than  one 
and  one-half  times  our  nation's 
present  electrical  demand. 

Breeders  produce  more  fuel  than 
they  use  in  generating  electricity. 
The  energy  that  results  from  this 
fuel  is  tremendous.  One  ounce  of 
breeder  reactor  fuel  is,  on  the 
average,  the  energy  equivalent  of 
62  tons  of  coal  or  240  barrels  of 
crude  oil. 

If  America  is  to  have  an  adequate 
supply  of  energy,  we  must  shift  to 
an  electric  economy.  But  we 
simply  cannot  ha^e  an  electric 
economy  without  nuclear  energy. 
We  must  therefore  make  an  im- 
mediate commitment  to  nuclear 
energy.  ,,,.,.,, 


Westinghouse 
helps  make  it  happen 


Ihe  belt  luoy 
to  stay  ahead  in  the  hatel 

husiness  i!  to  stay 
ahead  off  other  people  in 

the  hotel  busines!.' 


We're  introducing  a  new 
world  of  color  at  Hilton. 
Dressing  our  people, 
and  our  services,  in 
every  color  of  the 
rainbow.  From  Doormen 
to  Pastry  Chefs.  From 
Bellmen  to  Maids. 

It's  a  new  way  of 
showing  our  pride  in 
our  people  and  our 
services.  A  new  warm 
atmosphere,  and  a 
bright  new  way  of 
saying,  "Be  My  Guest'.' 

But  colpr  is  only  a 


Hilton 

part  of  the  story.  The 
new  service  innovations 
you  have  come  to  expect 
of  Hilton  are  also  here. 
Personal  service  is 
a  Hilton  tradition.  It's 
the  little  touches  that 
say  we  want  you  to  feel 
at  home.  When  you 
travel,  enjoy  the  colorful 
world  of  Hilton.  Call 
your  local  Hilton 
Reservation  Service,  or 
your  travel  agent. 

Come  Uisit  The  Hiltons.  X 


On  Its  Own 


American  District  Telegraph 

has  survived  and  prospered 

in  spite  of  the  1967 

court  decree  that  destroyed 

its  most  cherished  practices. 

Six  yeabs  ago  a  federal  judge  or- 
dered the  American  District  Tele- 
graph Co.  out  of  the  shelter  of  its 
parent,  Grinnell  Corp.,  and  into  the 
cold,  competitive  world.  He  also 
ruled  that  ADT  must  abandon  the 
policies  that  had  given  it  a  virtual 
monopoly  of  the  central  station  bur- 
glar and  fire  alarm  business. 

"We  led  a  rather  sheltered  life," 
admits  ADT's  president  and  chief  ex- 
ecutive, Raymond  Carey,  47,  a  trim, 
silver-haired  man,  precise  as  an  ac- 
countant, dapper  as  a  city  politician. 
It  has  been  Carey's  job  to  adapt  ADT 
to  its  new  set  of  circumstances. 

ADT's  central  station  business,  still 
its  principal  one,  is  simple:  Detection 
devices  transmit  a  fire  or  burglar 
alarm  signal  from  a  subscriber's  prop- 
erty to  an  ADT  central  station,  where 
operators  may  call  the  police,  the  fire 
department  or  the  company's  own 
guards.  Once  hooked  into  ADT's  sta- 
tions, its  customers  tended  to  stay 
there  because  they  liked  the  relative- 
ly cheap  protection,  and  ADT's  con- 
tract terms  made  it  diflBcult  for  them 
to  switch  to  another  company.  ADT 
compounded  the  advantage  by  ex- 
tending its  regional  monopoly 
throughout  the  U.S.,  acquiring  one 
local  outfit  after  another. 

The  1967  antitrust  decision  ended 
all  that.  It  forced  ADT  to  make  it 
easier  for  a  client  to  switch  to  a  com- 
petitor, and  it  forbade  ADT  to  ac- 
quire any  more  central  stations. 

With  the  market  wide  open,  the 
companies  in  the  central  station  busi- 
ness went  from  40  to  over  190.  ADT's 
sales  kept  growing— as  in  an  age  of 
lawless  law  and  orderless  order  they 
could  hardly  fail  to  do.  But  with  that 
growth  came  an  earnings  squeeze,  so 
that  between  1966  and  1969,  though 
ADT's  sales  rose  18%,  its  net  income 
slipped  by  3%. 

That's  the  point  at  which  Carey, 
a  longtime  manufacturing  executive, 
took  over.  "The  first  thing  we  had  to 
do,"  says  he,  "was  to  structure  our- 
selves for  growing  a  good  deal  faster." 
Carey's  management  reforms  were 
right  out  of  the  B-school  textbook: 
basic  financial  controls;  profit  cen- 
ters; more  money  for  R&D.  As  Carey 
moved  in,  the  lawyers  who  had  dom- 
inated the  company  ever  since  the 
antitrust  suit  got  under  way  in  1961 


Between  Two  Eras.  Ray  Carey  and  ADT's  old  and  new  security  systems. 


moved  out.  Enjoined  by  the  court 
from  acquiring  any  new  central  sta- 
tions, Carey  concentrated  on  improv- 
ing the  productivity  and  capacity  of 
ADT's  existing  installations.  By  auto- 
mating, for  instance,  ADT  will  not 
only  improve  its  service,  says  Carey, 
"but  will  be  able  to  expand  the  types 
of  service  we  can  monitor  and  control 
from  the  central  stations." 

So  far  Carey's  results  have  been 
promising.  Since  1969  ADT's  per- 
share  earnings  have  risen  45%  on  a 
31%  gain  in  sales,  while  its  return  on 
equity  has  widened  from  10%  to 
12%.  In  the  first  nine  months  of  1973, 
sales  (at  $108.3  million)  were  up  11%; 
earnings  per  share  (at  $1.40)  were 
up  9%.  As  Carey  sees  it,  ADT's  real 
promise  lies  in  the  new-product  ven- 
tures it  has  undertaken  in  recent 
years— residential  systems,  for  in- 
stance, low-cost  home  burglar  and  fire 
alarm   systems   that,   unlike   most   of 


ADT's  commercial  systems,  are  sold 
outright  to  a  customer.  The  customer 
then  may  rely  on  a  local  alarm  or  pay 
a  monthly  service  charge  to  ADT  to 
monitor  his  system. 

ADT  has  also  begun  selling  build- 
ing controls  systems— small  central 
stations  from  which  operators  can 
monitor  criminal,  fire  and  environ- 
mental hazards  from  detectors  scat- 
tered over  a  building  or  plant  site. 

If  sales  of  these  new  product  lines 
do  take  off,  says  Carey,  much  more 
of  ADT's  income  will  be  coming  from 
outright  sales  rather  than  from  the 
rental  and  service  revenues  that  in 
the  past  have  provided  such  a  com- 
fortable cushion  against  adversity. 

"You'd  be  surprised  to  know," 
Carey  says,  "that  our  growth  targets 
are  greater  than  the  10%  annually 
that  we've  generated  recently.  Nat- 
urally," he  adds,  "I  want  to  use  that 
magic  word  profitable  growth."  ■ 


O.K.  Either  Way 


Lubrizol  has  grown  rich  on  the  long  boom  in  fuel  and  lube 
oil.  But  a  contracting  market  would  suit  it  almost  as  well. 


Among  the  drug  and  oflBce  equip- 
ment and  consumer  product  compa- 
nies that  dominate  the  list  of  high  P/E 
stocks,  who  would  expect  to  find  a 
maker  of  stuff  to  put  in  motor  fuel 
and  lube  oil  selling  at  close  to  37  times 
earnings?  After  all,  the  oil  shortage 
can  only  worsen,  so  what's  the  out- 
look for  a  company  that  gets  95%  of 
sales  from  oil  and  gasoline  additives? 
Better— much  better— than  you 
might  think.  The  fact  is,  smallish 
(1972  sales:  $221  million)  Lubrizol 
Corp.  of  Wickliffe,  Ohio  stands  to 
profit  as  much  from  an  oil  shortage 


as  ever  it  did  from  the  burgeoning 
of  the  American  motorcar  and  the 
petroleum  industry  that  fueled  it.  And 
profit  it  unquestionably  has.  For  the 
last  five  years  it  has  averaged  a  return 
of  some  22%  on  stockholders'  equity, 
ranking  it  in  the  top  three  dozen  com- 
panies in  all  U.S.  industry.  Over  those 
same  years  its  sales  grew  nearly  85%, 
its  earnings  per  share  over  105%.  The 
return  on  equity  was  without  benefit 
of  leverage,  the  sales  and  earnings 
growth  without  aid  from  acquisitions: 
The  company  has  no  long-term  debt, 
and  it  has  made  only  two  small  ac- 
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Facts  for  your  portfolio  on 


FERRO 


Ferro  sets 

all  time  sales  and 

earnings  records 

for  niife  months 


•  Ferro  Corporation  consolidated  net  sales  for  the  first 
nine  months  in  1973  were  19.5%  above  the  first  nine 
months  in  1972, 

•  Net  earnings  for  nine  months  were  36.7%  above  the 
same  period  last  year. 

•  Consolidated  net  sales  for  the  three  months  ended 
September  30, 1973  were  21.8%  above  the  same  quar- 
ter in  1972. 

•  Net  earnings  for  the  third  quarter  were  30.9%  above 
1972. 

CONSOLIDATED  RESULTS  Nine  Months 

Ended  Sept.  30 
(Thousands  of  dollars)  1973  1972 

•  Net  Sales $186,924      $156,331 

•  Income  Before  Taxes 23,476  17,605 

•  Income  Taxes 9,920  7,688 

•  Net  Income 13,556  9,917 

•  Earnings  per  share 
based  on  average 

shares  outstanding $3,15  $2.39 

NOTES: 

1.  Included  in  the  above 
earnings  per  share  figures  is  an 
apportionment  of  the  estimated 
gain  for  the  year  from 

currency  changes,  as  follows:  $0.42  $0.05 

2.  Ferro  acquired  Cataphote  Corporation  for  210,000  shares 
of  authorized  but  unissued  capital  stock  on  August  1,  1973. 
The  transaction  was  accounted  for  on  a  pooling  of  interests 
basis  and  has  been  reflected  in  the  above  figures  for  all 
periods  reported  upon. 

Write  for  our  latest  financial  report:  Dept.  F-1115, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114, 


0 


FERRO 

CORPORATION 


quisitions  in  its  entire  45-year  history. 

Lubrizol  prospered  by  specializing 
in  a  business  that  grew  ever  more 
complicated.  As  internal  combustion 
engines— for  car,  truck,  plane,  ship, 
farm  implement,  earthmover  or  what 
not— became  larger,  more  powerful 
and  more  complex,  so  the  chemicals 
added  to  their  fuels  and  lubricating 
oils,  to  enable  them  to  achieve  their 
design  potential,  became  more  so- 
phisticated and  intricate.  The  point 
has  long  since  been  reached,  for  ex- 
ample, where  the  chemical  additives 
in  a  quart  of  auto  lube  oil  are  worth 
more  than  the  original  oil. 

Lubrizol  is  far  and  away  the  largest 
independent  in  the  additives  business, 
with  close  to  a  third  of  the  total  mar- 
ket; its  biggest  competitors  are  the 
oil  companies  that  are  also  its  big- 
gest customers.  It  got  that  way  by 
being  a  technological  front-runner.  It 
spends  a  hefty  5%  of  sales  on  re- 
search and  development  and  runs  the 
largest  engine  laboratory  in  the  world. 
"Our  people  know  as  much  about  en- 
gines as  the  manufacturer,"  says  Pres- 
ident Thomas  W.  Mastin,  59,  who 
himself  has  a  Ph.D.  in  chemistry.  Most 
of  the  company's  oflBcers  and  its  sales- 
men are  engineers  or  chemists,  and 
aU  are  technically  trained. 

Up  a  Down  Escalator? 

All  its  expertise,  of  course,  would 
benefit  Lubrizol  but  little  if  its  mar- 
ket were  shrinking.  And  in  one  sense 
it  is:  The  petroleum  shortage  will 
be  one  of  the  enduring  facts  of  Amer- 
ican life  for  the  decades  to  come.  But 
the  additives  market  is  likely  to  keep 
growing— if  not  even  speed  up  its 
growth— precisely  because  of  the  loom- 
ing petroleum  shortage.  For  the  de- 
mand for  new  additives,  and  more  of 
them,  comes  primarily  from  changes 
in  engine  design.  And,  notes  Mastin, 
"There  are  now  more  rapid  techno- 
logical changes  taking  place  in  the 
engine  and  its  fuels  than  ever  be- 
fore." Besides  such  brand-new  engines 
as  the  Wankel,  the  Honda  and  the 
gas  turbine,  traditional  engines  are 
being  redesigned  to  get  more  power 
from  less  weight  and  less  fuel. 

"I  doubt,"  Mastin  goes  on,  "that 
there  is  any  modification  you  can 
make  to  an  engine  or  fuel  without 
requiring  a  change  in  fuel  or  lubri- 
cants or  both."  That's  why  he  spent 
$2.5  million  to  expand  by  half  the 
size  of  Lubrizol's  research  building. 

If  this  market  pattern  has  done  well 
by  Lubrizol,  it  certainly  has  not  htirt 
Tom  Mastin.  The  220,000  shares  he 
accumulated  by  scrimping  and  saving 
over  the  years  are  already  worth  over 
$10  million.  What  they'll  bo  worth 
by  the  time  he  reaches  retirement  age 
six  years  hence  is  anybody's  guess.   ■ 
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PONYTAILS 


We  might  see  something  different. 

When  we  look  at  the  employee-insurance  picture, 

we  see  a  number  of  things.  Workmen's  Compensation. 

Group  and  Business  Life.  Disability  Income.  Pensions. 

When  we  coordinate  them,  hon^  them,  turn  them  to  an  employer's 

unique  needs — that  makes  the  difference.  And  we  can  do  it  for  you. 

Let  us  show  you  how. 


mencan 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  cit  everything. 
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Freo  Britannia! 


Can  Britain  attain  tier  independence  from  the  Arabs? 
If  the  North  Sea  proves  out,  the  answer  is  probably  yes. 


TiUE  British  don't  get  much  good 
news  these  days  on  the  economic 
front,  so  the  latest  word  from  the 
North  Sea  is  twice  welcome:  By  the 
curly  Eighties  Britain  stands  an  ex- 
cellent chance  of  being .  self -suflScient 
in  oil  and  in  a  position  to  thumb  her ; 
nose  at  the  Arabs.        -i         (•.    i''   ■    ;' 

A  summer  of  drilling  in  the  North 
Sea  oflf  Scotland  has  reinforced  the 
impression  that  by  1978  the  North 
Sea  could,  be  producing  2  million  bar- 
rels of  oil  a  day— almost  precisely  as 
much  as  the  Alaskan  North  Slope  is 
expected  to  produce,  assuming  the 
pipeline  is  under  construction  by  next 
.spring.  U.S.  companies  are  already 
benefiting  fi-om  the  North  Sea  boom. 
Many,  of  them  will  produce  the  oil; 
many  otliers,  as  a  glance  at  recent; 
turnings  of  the  big  Texas  and  Louisi-' 
ana  drilling  contractors  will  attest, 
:ire  already  servicing  the  exploration 
of  the  North  Sea  watejs. 

How  big— and  how  real— is  the 
promise  of  the  North  Sea?  Dr.  Jack 
Birks,  director  of  engineering  and  ex-, 
ploration  for  British  Petroleum,  esti- 
mated in  a  speech  last  December  that 
(he  grand  ultimate  potential  of  the 
J  Jorth  Sea  could  be  39  billion  bar- 
rels possibly  commercial,  and  8.5  bil- 
lion subcommercial;  with  two-thirds 
of  that  in, ;  United  Kingdorn  waters." 
The  way  petroleum  prices  are  rising, 
the  subcommercial  oil  may  soon  be- 
come  commercial.  If  such  an  assess- 
ment proved""true,  it  would  put  the 
North  Sea  reserves  on  a  par  with  tKe 

Rare  Moment.  Precisely  because  ihe 


U.S.  (43  billion  barrels).  Another 
summer  of  drilling  has  passed,  and 
one  American  oilman  in  London  told 
Forbes  the  other  day  tliat  many  ex- 

■^  plorers  think  "Birks'  estiin?ites  are  coi^-  ^ 

. ■  servative."         '  -'•  '    •  ■  \  '■  /  ,'i     :,   :   '  '\    ■ 
Last  month,  while  politicians  wor- 
ried over  the  impact  of  the  oil  cut- 

'  backs  by  the  Saudi  Arabiaris,  Libyans 
and  Kuwaitis,  the  North  Sea  explora- ,  '*• 
.■     tion    partnership    representing    Royal  '^ , 
Dutch/  Shell   and  t  Exxon  ,  stepped  in    [ ' 
with  some  good  news.  'Tlieir  major    ' 
North  Sea  field,  known  as  Brent,  ap- 
peared to  have  resei"ves  of  L5  billion 
barrels  of  oil,  not  the  1  billion  orig- ; ' 
inaliy   announced   last ,  year.    Includ-      ' 
ing  an  extension  being  developed  by      > 
Texaco,  the  Brent  field  alone  now  ap-    ,;  ■ 

'   pears  to  hold  2  billion  barrels— equal    ' 
to  the  largest  oil  field  in  Texas.  Most     " 
British  oilrnen  thirtk  the  estimate  was    '„ 
conservative.  To  date,,  the  published     ' 
reports  of  "proven",  reserves,  for  the 
whole  Britisih  and  Norwegian  North 
Sea  areas!  run  now  to  10  billion  bar- 
rels,   or   about   4   billion   more   than 

'.  Texas,  coniains  today.  Whether  these 
estimates  will  prove  conservative  or 
somewhat  optimistic,  of  course,  no  one 
yet  knows,  L»ut  there  is  no  doubt  that    ' 
there  is  a  great  deal  of  oil  there. 

Phillips  Petjoleum  has  been  produc-   ,^ 
ing  for  several  years  from  its  initial  ,.>' 

■wells   in   the  .  Norwegian  sector,   and-*ir* 
more  production  is  imminent.  Oil  has-'.^ 

,  yet  to  be  produced  from  the  British 
sector  of  the  North  Sea.  But  next  year 
the    smallish,    independent   Hamiltoii 

North  Sea  is  seldom   this  calm,  cirit'ing  rigs 


Bros.  Oil  Co.  begins  producing  frnm 
a  small  North  Sea  field.  After  that  the 
start-ups  come  in  a  flood,  with  siu-h 
majors  as  Mobil  Oil,  British  Petroleum 
and  Shell-Exxon  planning  production 
by  the  fall  of  1975.  The  limits  of  tlie 
fields  which  they  have  committed  to 
production  are  not  even  known.  Mo- 
bil for  one  reckons  that  with  the  be- 
ginning of  production  its  reser\'es 
timates   will    be    upgraded    from    i 

.present  500  million  barrels.  \'-  .     ' 
The    companies    did    not '  cofbmit 

,  themselves  to  production  lightly.  Drill- 
ing  platforms    are   on   order   costing 

I  $30  million  apiece,  some  of  them  from 
Norwegian  builders  who  have  en- 
tered tlie  field  to  compete  with  [  the 
'Americans  who  dominate  it.  Costs  of 
production  in  tlie  turbulent  and  fno/- 

.  ing  waters  of  the  North  Sea  will  . 
high,'  perhaps  running  to  $40,000  a 
day  compared  with  around  half  as 
much  in  the  Gulf  of  Mexico.  On  the 
other  hand,  tlie  Organization  of  '  Pe- 
troleuni  Exporting  Countries  (OPEC) 
has  raised  the  price  of  Middle  E;i  N 

■  em  and  North  African  crude  oil  C{/  i- 

.  siderably  in  the  past  year.  In  so  do- 
ing, they  have  made  North  Sea  an 
even  better  proposition/  both  cvo- 
nomically  and  politically.  •  "^ ; 

The  companies  made  their  prodi..  - 
tion  plans  last  year.  Chairman  Frank 
McFadzean  of  Shell  said  at  the  time 
that  his  company  looked  for  a  retUm 
on  investment  of  15!?  from  the  North 
Sea,  basing  his  estimate  on  oil  selling 
at  $3.05  to  $3.50  a  barrel,  delivered 
in  northern  Europe.  But  in  their  latest 
price  hike,   the   OPEG  ns^tions  h;; 

'sent  oil  delivered  in,  say,  Rotterdum 

^'to  over  $5  a  barrel.  It  doesn't  take 
much  to  see  that  oil  that  was  profit- 
able at  $3  a  barrel  is  golden  at'  a 
price  some  $2  higher. 

used  ihcre  can  cozt  $30  n 
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Find  out  how  to  keep  your  house  vvarnii  and  save  on  fuel  costs  at  the  san 


IV  UllilU. 


You  can  save  i%  on  your  iucl 
consumption  for  every  degree 
you  turn  your  thermostat  down 
■    ii  you  go  to  bed  at  night. 


You  can  save  as  much  as  20 7o        I 
on  fuel  simply  by  insulating 
your  attic  floor.     ^ 


$torm  windows  (and  doors) 
can  cut  fuel  consumption  b^ 
3  much  as  15%. 


Your  radiators  will  do  a  / 

etter  job  of  heating—         ^       J^-tl 
ltd  save  fuel— with  metal  ^^^^^ 
iflectors  behind  them.    %^ 

/  (] » 


fi; 


lO-LiJ, 


.::^ 


^~LL„ 


J' 


n 


-J.   ■ 
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v^eather-strlpping  around  doors 
nd  windov^  that  are  not 
erfectly  snug,  and  caulking 
racks  in  outside  walls,  can 
;ive  lip  to  20%  on  fiiel. 


When  entering  or  leaving   ^ 
your  home,  close  exterior 
doors  promptly  to  keep 
the  cold  out  and  the  heat  in. 


Have  your  furnace  and  boiler  cleaned 
and  adjusted  every  year  for  more  comfort, 
efficiency,  and  fuel  savings. 


We're  working  lo  keep  your  trust. 


L  I 


The  oil  companies  won't  reap  the 
whole  windfall.  The  British  Treasuiy 
is  rethinking  the  terms  of  its  conces- 
sions to  the  oil  explorers  in  the  North 
Sea— easy  lease  terms,  a  royalty  and 
tax  structure  that  could  have  allowed 
the  oil  companies  to  escape  paying 
Britain  any  tax  on  the  first  $3  billion 
or  so  of  North  Sea  profits.  Britain's 
interest  was  to  get  the  North  Sea  ex- 
plored and  producing  as  last  as  pos- 
sible, and  it  has  done  that.  But  last 
March,  Chancellor  of  the  Exchequer 
Anthony  Barber  announced  that  the' 
J' government  would  spend  this  year  de- 
vising new  oil  tax  structiires  wliich 
would  bring  more  revenue  into  the 
British  coffers.  These  regulations  will 
be  announced  iearly  next  year.  The 
oil  companies  are  not  overly  worried. 
They  are  not  even  very  woiried  about 
the  prospect,  of  the  oil  being  nation^  . 
alized  if  a  Labour  Party,  govemmeri,t 
gets  elected  in  Britain.  The  oil  com- 
panies suspect  that  the  sentiment  of, 
a 'nation  that  is  seemingly  on  the 
verge  of  energy  independence  is 
against,  nationalization,  and  in'  that 
opinion  tJiey  are  probably  right.    ' 

"''*    .,'.■.,  '  • .    . 

Fuel  for  Independence  i 

It  is   easy  to  understand  Britaiii's 
enthusiasm.  Even  by  tlie  government's 
conservative  estimates  there  will  be  2 
million  barrels  of  oil  a  day  produced 
from  the  British  North  Sea  by  1980, 
as  against   consumption  last  year  of 
2.2   million   barrels   a   day,   all   of  it 
imported.  Sure,  oil  consumption  will 
grow,  but  so  will  production.   Com- 
pared with  the  U.S.'  1972  consump- 
tion of  16  million  barrels  a  day,  the 
North ,  Sea's  2  million  barrels  a  day 
may  not  seem  much,  but  to  Britain 
'  it  means  independence.  In  the  same 
way,  the  North  Sea  will  mean  a  lot 
;  more '  to  light-  to  middle-weight  out- 
fits  like    Signal    OU,    Occidental    Pe- 
troleum,  Phillips,   Conoco  and   other 
companies  that  have  shares  in  the  dis- 
coveries   beijig    operated    by    major ' 
companies  than  it  will  to  giants  like 
11,  Exxon,  Texaco  and  Mobil.  ,'.'• ,  "' 
As  for  the  industrial  machine  that 
is    Western   Europe,    the   North ,  Sea 
n't  satisfy  all  its  demands,  Even  5 
lion  barrels  a  day— a  reasonably  op- 
istic    prediction— from    the    North 
!    in  the   early   1980s   would   con- 
fute  only   some   22%   of   Europe's 
ge.    But    tliose    countries    o'Miing 
oil,  Britain  and  Norway  principal- 
will  have  the  edge  that  the  U.S. 
d  to  enjoy  relative  to  the  rest  of 
industrialized  world:   an  assured 
rce  of  reasoriably  priced  energy, 
it  advantage  always  meant  a  lot 
the  U.S.  It  would  mean  as  much 
Britain     in     its     struggle— partly 
inst  its  own  shortcomings— for  eco- 
I  iric  survival.  ■  ' 


The  Name  Game 


Who  says  businessmen  aren't  superstitious?  Why  else  would  they  need 
high  priests  to  tell  them  how  to  change  their  companies'  names? 


Umpty-ump  years  ago  the  name 
"Smallville  Throttle  &  Valve  Works" 
struck  a  note  of  quiet  pride  in  its 
employees.  To  its  shareholders  it  was 
synonymous  .with  stability,  honesty 
and  uninterrupted  dividends.  The 
name  said  what  it  meant,  and  meant 
what  it  5aid. 

Time  passed.  So  did  management: 
out  of  the  harids  of  tire  old  Fogey 
family  and  into  the.  eager  grip  of  the 
MBAs.  After  a  .couple  of  mergers, 
"Smallxdlle  Throttle  ,&,  Valve 
Works"— so  limiting,  so  back- 
ward—was  changed  to  "Amal- 
gamated National  Controls."  , 
"Ulie  new  name,"  said  that 
year's  annual  repoit,  "posi- 
tions us  squarely  as  a  leader 
in  this  great  growth  area." 

Now  it's  1973.  "Controls"  has  lost 
its  magic,  so  the  name  has  becoipe  a 
liability.  A  "coiporate  nomenclatru'e 
consultant"  is  called  in.'  He  in  turn 
hires  a  computer,  which  comes  iip 
with  80,000  variations  on  the  themes  I 
of  amalgamation,  nations,  controls 
and  throttles.  Qf  tliese;  60,000  are 
gibberish,  300  are  obscene,  19,680 .. 
are  already  being 'Jased,  and  20  are 
real  possibilities,  i     i  (   i  ,- '  \  - 

Only  one  meet^  all  the'  essential  '' 
criteria.  It  has  twio  syllables  and  a 
recognizable  link  with  the  previous  , 
name;  it's  easy  to  Wemember  arid  it 
ends  in  "X."  "Anthrax!"  cries  the  con- 
sultant. "Anthrax  Inc.  1"  ,  bugles  ■  the 
board.  "Doesn't  anthrax  have  some- 
thing to  do  with  sick! sheep?"  a  stock- 
holder writes  in.  But  there  wiU  al-. 
ways  be  a  nit-picker  in  every  crowd. 

So  far,  no  company  has  made  the 
boo-boo  of  calling  itself  Antlurax.  But 
Standex,  Cyclops,  Esmark  and  CAC 
are  all  considered  wiijners  by  tlie  cor- 
porations that  have  paid  huge  sunas 
to  inflict  the  changes  (j)n  themselves.:    j 

Aldiough  the  choi9e  of  names'  can 
be  mysterious,  the  reasons  for  chang-i 
ing  are  often  well-founded.  In  the 
case  of  Exxon,  ,the  I  change  resulted 
from  38  years  of  legal  complications 
that  had  Standard  Oil  Co.  (N.J.)  call- 
ing its  gasoline  Esso  in  18  states  and 
Enco  in  28  others.  (In  Ohio  the 
company  had  to  be  Humble.)  X^ie 
shift,  which  started  a  year  ago,  still 
isn't  completed,  what  with  25,000 
service  stations,  22,000  oil  wells  and 
billions  of  stickers,  labels  and  foiins. 
And  worse  luck,  it  is  aheady  becom-. 
ing  knov/n  in  the  boondocks  as  the 
Sign  of, tlie  Double  Cross.' 


Exxon's  case  was  unusual.  More 
usual  was  National  Dairy  Prochicts 
changing  its  name  to  Kraftco:  !•] very- 
body  knew  the  Kraft  cheese  brand, 
but  v/ho  wanted  stock  in  a  milk  com- 
pany? Esmark  was  substituted  for': 
Swift  &  Co.  last  April,  when  the  com- 
pany decided  it  preferred  the  image, 
of  a  forward-looking  holding  compa- 
ny to  that  of  a  staid  rrieat-packer. 
Thousands  of  dollars  in  advertising 
and    publicity    made    sure    th.at    the  ■ 


X-Appeal.  Maybe  it's  because.X  is  a 
rare  letter.  Maybe,  as  linguists 
claim,  it's  because  consonants  like 
X  and  K  stick  in  f/ie  mmd  as  they 
'  catch  in  the  throat.  (Kodak's  George 
Eastman  was  fascinated  by  the  letter 
K.)  Whatever  the  reason,  X-names 
are  highly  prized—though  the  great- 
est of  all,  Xerox,  almost  didn't 
make  it.  Joseph  Wilson,  Xerox'  late 
president,  was  afraid  people  would 
pronounce  it  "Ex-rox"  and  mis- 
take it  for  a  laxative. 


transformation  did  not  go  unnoticed. 

Whether  it  will  make  any  difference 
is  a  matter  of  opinion.  "It's  just  a 
gimmick,",  Donald  P.  Kelly  told  a, 
Forbes  reporter  last  Fe.uiiary.  At  the 
time,  he  was  Esmark's  vice  presiden  l 
of  finance.  He  may  think  differently 
now  that  he  is  president. 

A  name  change  can  involve  more 
than  a  new  set  of  syllables.  "Disagree-' 
ment  over  a  name  often  indicates  a 
power  hassle,"  says  consultant  Joseph' 
Murtha.  "When  that  happens,  we  cair 
become  the  shock  troops  for  selling 
the  young  Turks'  ideas."  In  the  11 
years  that  Murtha  and  his  partner 
Russell  Sandgren  have  practiced  the 
name  game,  they  have  helped  to' 
change— to  what  benefit  no  one  can 
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Mostpeople  just  accept  their 
mail  system  without  questions 
George  Chesley  didn^t. 


Why  wasn't  I  getting  my  mad 
until  10  or  11  o'clock? 

Why  were  secretaries  stamp- 
ing the  mail? 

Why  were  salesmen  com- 
plaining about  getting 
information  too  late? 

Why  were  we  only  sending 
out  one  mail  a  day? 

Why  was  so  much  floor  space 
taken  up  with  mail  facilities? 

Can  we  keep  mailing  costs 
down  with  a  40%  increase 
in  volume? 


t 
i 


Once  George  Chesley  had  asked  himself  these  questions, 
he  called  in  Pitney  Bowes  to  do  a  complete  analysis  of 
An-oW'Hart's  mail  and  paper-handling  system.  He  dis- 
covered he  was  right.  Problems  did  exist  and  they  could 
be  solved. 

At  Arrow-Hart  Pitney  Bowes  discovered  a  great  deal 
of  paper  was  being  generated  in  every  department  Paper 
systems  were  spread  all  over  the  company  and  processed, 
to  a  great  extent,  by  hand  Hand  inserting,  hand  folding, 
hand  collating,  hand  stamping.  Just  dealing  with  paper 
was  taking  up  too  much  time  and  too  much  space  not  to 
affect  overall  efficiency. 

As  a  result  Pitney  Bowes  completely  redesigned 
Arrow-Hart's  mailroom  and  patterns  of  paper  flow. 
Some  functions  were  centralized.  In  other  areas  equip- 
ment replaced  people  freeing  them  to  do  the  jobs  they 
were  hired  to  do.  New  ways  of  handling  and  processing 
paper  replaced  older,  more  time  consuming  operations. 

An-ow-Hart  was  able  to  pick  up  5000  square  feet  of 
costlyfloor  space  and  put  it  to  more  profitable  use.  Paper, 
in  general,  began  to  move  faster  and  more  economically 
through  every  part  of  the  company.  As  George  himself 
said:  "The  result  was  increased  efficiency  with  paper 
and  mail  moving  in  and  out  much  faster."  In  the  end, 
An-ow-Hart  was  actually  able  to  cut  their  mailing  costs 
in  spite  of  a  40%  increase  in  mail  volume. 

You  probably  have  these  often  overlooked  problems 
in  mail  and  paper  flow,  too.  And  whether  you  realize  it 
or  not,  they  affect  the  efficiency  of  every  aspect  of  your 
business.  It's  very  easy  to  find  out.  Pitney  Bowes  will  be 
happy  to  do  a  complete  analysis  for  you,  at  no  cost,  and 
make  recommendations  on  how  you  may  be  able  to 
match  George's  performance. 

For  more  information  write  Pitney  Bowes,  1798 
Pacific  Street,  Stamford,  Conn.  06904,  or  call  one  of  our 
190  offices  throughout  the  U.S.  and  Canada.  Postage 
Meters,  Mailing  Equipment,  Copiers,  Counters  and 
Imprinters,  Addresser- Printers,  Labeling  and  Marking 
Systems. 


George  Chesley.  Director,  Corporate  Administrative  Service,  Arrow-Hart,  Inc.,  a  lead- 
ing manufacturer  of  electrical  distribution  equipment. 


Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


say— Saturn  Industries  to  Tyler  Corp., 
Rex  Chainbelt  to  Rexnord  and  Corn 
Products  Co.  to  CPC  International. 

Seemingly  irrelevant  emotions  can 
be  a  tricky  hurdle  for  would-be  name 
changers.  General  David  SamoflF,  the 
Russian  immigrant  who  buUt  RCA, 
was  fiercely  proud  of  his  adopted 
country.  Even  when  his  vice  presi- 
dents, who  had  "RCA"  printed  on  their 
business  cards,  got  quicker  recogni- 
tion than  SamofiF  did  as  chairman  of 
"The  Radio  Corp.  of  America,"  he  re- 
fused to  abandon  the  tie  with  Ameri- 
ca. His  son  Robert  finally  made  the 
familiar  nickname  ofiBcial  in  1969  af- 
ter becoming  president. 

At  one  of  the  country's  billion-dol- 
lar corporations,  which  has  asked  to 
remain  anonymous,  the  proposed 
change  never  took  place.  The  sug- 
gested name  would  have  severed  the 
tie  with  the  company's  original  enter- 
tainment business.  This  now  contrib- 
utes less  than  half  of  corporate  rev- 
enues, besides  giving  the  company  a 
risky,  show-biz  image  it  would  prefer 
to  forget.  When  the  chairman  heard 
the  new  name  he  nodded.  The  board 
approved.  The  president  smiled.  The 
president's  wife  looked  him  in  the  eye 
one  night  soon  after  and  said:  "Bill, 
if  you're  president  of  'XYZ  Corpora- 
tion,' nobody  will  know  who  I  am!" 
The  company  kept  its  original  name. 

If  "sophisticated"  name  changes 
flounder  on  human  sentiments,  corn 
sometimes  comes  through  with  flying 
colors.  Take  Chessie  System  Inc.,  the 
railroad  holding  company  that  incor- 
porates the  Chesapeake  &  Ohio  and 
Baltimore  &  Ohio  lines.  Before  the 
new  name  was  adopted  in  August, 
1972  people  used  to  refer  to  the  com- 
pany by  its  initials  "C&O/B&O,"  pro- 
nounced "Ceenobeeno." 

Terrible,  Terrible 

But  no  computers  or  creativity 
sessions  for  this  company,  thank  you. 
For  years  employees,  suppliers,  stock- 
holders and  customers  had  lapped  up 
Chessie  calendars,  neckties,  pens  and 
toys.  A  few  people  even  claimed  to 
have  bought  the  stock  because  they 
liked  the  Chessie  kitten.  Why  not  (to 
mix  a  metaphor)  go  whole  hog  and 
name  the  company  after  her? 

A  year  later  the  fan  mail  is  still 
coming  in.  "It's  more  than  a  cat," 
wrote  one  delighted  salesman.  "It's  a 
personality." 

No  matter  how  good  the  recep- 
tion, most  self-respecting  name- 
change  consultants  would  shudder  at 
anything  as  folksy  as  using  a  kitten  to 
symbolize  a  billion-dollar  corporation. 
At  Lippincott  &  Margulies,  the  New 
York- based  firm  whose  $8-million-plus 
annual  revenues  probably  make  it  the 
most  successful  name-dropper  of  all 
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Drawing  by  C.E.M.;  ©1973  The  New  Yorker  Magazine.  Inc. 


time,  choosing  the  proper  name  is  a 
very  serious  business.  Some  25  to 
30  L&M  staffers  may  work  on  a  given 
name  change.  Some  of  the  results, 
like  Cincinnati  Milacron  (Cincinnati 
Milling  Machine),  Uniroyal  (U.S. 
Rubber)  and  Finast  (First  National 
Stores),  are  catchy  if  a  bit  obscure. 
Others,  such  as  Cyclops  Corp.,  Con- 
wed  Corp.,  and  Amsted  are  just  plain 
obscure.  None,  however,  is  cheap.  A 
new  name  with  accompanying  trade- 
mark can  run  well  over  $100,000. 
Add  on  advertising  and  implementa- 
tion—physically replacing  the  pre- 
vious version— and  costs  can  skyrocket 
into  the  millions. 

Why  bother?  According  to  Sense, 
the  glossy  brochure  Lippincott  &  Mar- 
gulies emits  several  times  a  year,  it 
is  practically  a  moral  duty.  "A  strong 
corporate  image  can  not  only  rein- 
force the  positive  impact  of  'good  in- 
formation' on  a  company's  security 
price,  but  it  can  also  mitigate  the 
negative  impact  that  might  result 
from  unfavorable  news  or  informa- 
tion." Translated  into  English,  this 
high-sounding  pomposity  implies  that 
a  name  change  will  make  your  stock 
go  up  and  cause  people  to  forget 
that  your  products  poisoned  14 
schoolchildren  last  year. 

Perhaps  because  a  million  bucks 
in  fees  is  not  to  be  taken  lightly, 
Walter  Margulies  himself  is  much 
more  restrained.  Take  Standard  Rail- 
way Equipment,  which  changed  its 
name  to  Stanray  in  1960  on  L&M's 
suggestion.  "While  changing  the 
name  didn't  cause  changes  to  hap- 
pen," Margulies  says,  "it  didn't  stand 
in  their  way  like  the  old  name.  The 
company  sold  better  and  merged  fast- 
er."   Did    it    really?    Who    can    tell? 


Pullman  Inc.,  which  scorned  all  sug- 
gestions to  change  its  mossy  name, 
has  been  one  of  1973's  hottest  stocks. 
Why?  It  is  finally  making  big  money. 

Will  a  "good"  name  really  sell 
stock?  It's  hard  to  find  any  evidence 
for  the  idea.  "Chemetron"  is  certainly 
a  lot  sexier  than  National  Cylinder 
Gas,  but  a  five-year  earnings  growth 
average  of  minus  18.9^  has  made  for 
a  sluggish  market.  Pet  Inc.  is  too 
famous  to  tamper  with,  even  though 
to  British  ears  it  sounds  like  dog  food, 
and  to  French  ones  like  flatulence. 

Masco  isn't  catchy  and  Internation- 
al Flavors  &  Fragrances  should  lose 
by  its  length.  But  both  are  institution- 
al favorites  selling  at  more  than  35 
times  earnings.  Nobody  turns  up  his 
nose  at  Schlumberger  because  he 
twists  his  tongue  on  the  foreign  syl- 
lables. As  for  Fuqua  Industries,  the 
name  is  practically  X-rated,  and  there- 
fore priceless. 

In  fact,  for  memorability,  originali- 
ty and  often  appropriateness,  home- 
grown names  generally  win  going 
away  over  the  professional  products. 
What  Park  Avenue  consultant  would 
ever  come  up  with  Otter  Tail  Power? 
Or  a  broadcasting  company  that  calls 
itself  Gross  Telecasting?  And  what 
computer  could  generate  a  more  fit- 
ting name  than  Zero  Manufacturing 
for  an  outfit  whose  stock  recently  sold 
for  $3.50  a  share? 

"There  is  more  force  in  names  than 
most  men  dream  of,"  wrote  essayist 
James  Russell  Lowell  as  he  pondered 
the  nature  of  success.  Unfortunately, 
there  is  also  less  in  a  name  than  many 
corporations  and  consultants  would 
like  to  believe.  As  for  changing  any- 
one's mind  about  a  stock,  the  name 
of  that  game  is  still  performance.   ■ 
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How  Secure  Are  Your  Securities? 


You  don't  have  to  have  them  with  your  stockbroker, 

but  the  alternatives  will  cost  you  time,  money  and  bother. 


In  the  old  days  an  investor  only  had 
to  worry  whether  his  stocks  went  up 
or  down.  Now  he  also  has  to  worry 
whether  his  broker  will  go  down.  Con- 
sidering the  terrific  casualty  rate 
among  stockbrokers  since  1968,  the 
burning  question  is: 

Is  it  safe  to  leave  my  stocks  and 
bonds  with  my  broker? 

Unfortunately,  the  answer  is:  not 
entirely  safe. 

There  have  been  94  brokerage- 
house  liquidations  since  Congress  au- 
thorized the  Securities  Investor  Pro- 
tection Corp.  in  late  1970.  In  90  of 
these  cases,  SIPC  found  that  cus- 
tomer securities  had  been  mishandled. 
In  all  94  instances,  for  periods  rang- 
ing from  a  month  to  a  year,  customers 
were  frozen  into  investment  positions, 
unable  either  to  buy  or  to  sell,  and 
completely  at  the  mercy  of  a  market 
that  often  fluctuated  wildly. 

Worst  off  were  the  margin  custom- 
ers. In  effect,  they  were  sold  out  on 
the  day  their  broker  went  into  liquida- 
tion. Since  the  firms  often  collapsed 
at  or  near  the  bottom,  the  margin 
customers— no  matter  how  sound  their 
own  accounts— often  got  the  worst 
possible  price. 

The  SIPC  legislation  guarantees 
customer  accounts  up  to  $50,000; 
however,  it  limits  the  claims  on  cash 
held  to  $20,000.  But  SIPC  cannot 
carry  on  any  business  other  than  com- 
pleting open  transactions  for  the  firm 
it  is  liquidating.  So  this  means  the 
investor  can't  repay  the  loan  balance 
on  his  margin  account,  nor  can  he 
even  transfer  his  margin  account  to 
another  broker. 

Cash-account  customers  fared  only 
slightly  better.  Securities  held  in  a 
street-name  cash  or  fully  paid  ac- 
count are  supposed  to  be  segregated 
from  margin  securities  held  in  a  street 
name,  so  that  in  theory  they  could 
be  returned  to  the  customer.  But  not 
in  practice.  In  about  90  of  the  94 
liquidations,  a  SIPC  official  told 
Forbes,  securities  that  theoretically 
ought  to  have  been  segregated  were 
not— for  reasons  ranging  from  theft  to 
mismanagement. 

In  cases  where  there  were  not 
enough  certificates  to  go  around,  even 
customers  \Vho  had  fully  paid  ac- 
counts were  nonetheless  paid  in  cash 
based  on  stock  prices  on  the  day  of 
liquidation.  These  customers  were  no 
better  off  than  those  who  had  mar- 
gin accounts. 

E\en  when  the  securities  were  ac- 


counted for,  the  cash-account  client 
invariably  experienced  delay  in  get- 
ting his  certificates— and  how  much 
delay  depended  in  large  part  on  what 
shape  the  broker's  books  were  in 
when  he  folded.  The  customers  of 
Weis  Securities,  Inc.,  the  largest  liq- 
uidation ($160  million  in  cash  and 
securities)    that    SIPC    has    handled. 

The  margin  customers 

were  sold  out  at 
the  virtual  bottom. 


fared  relatively  well  because  Weis' 
records  were  computerized.  "But,"  ex- 
plains SIPC  General  Counsel  Theo- 
dore Focht,  "a  lot  of  other  cases  we 
have  been  dealing  with  have  been 
little  comer-grocery-store-type  deal- 
ers, and  the  state  of  their  books  was 
pretty  unbelievable.  The  trustee  prac- 
tically had  to  reconstruct  books  and 
records  before  he  could  start  paying 
claims." 


So  how  long  does  it  take  to  get 
cash-account  securities  from  a  firm 
in  liquidation?  Focht:  "I  would  say 
anywhere  from  a  month  or  two  to  five 
or  six  months."  And  if  in  the  mean- 
time the  customer  has  to  sell?  Again 
Focht:  "He  has  a  problem.  Yes  sir, 
he  has  a  problem." 

The  solution  may  be  to  run  out  and 
get  your  stocks  and  bonds  back  from 
your  broker,  but  he's  not  going  to  like 
it.  First,  the  added  transfer  and  back- 
office  costs  would,  if  most  investors 
held  their  own  stocks  and  bonds,  be 
substantial,  and  fails  (to  deliver  se- 
curities) would  undoubtedly  run  at  a 
much  higher  rate.  Second,  your  bro- 
ker realizes  full  well  that  if  he  holds 
your  securities,  the  next  time  you 
trade,  you  almost  have  to  do  business 
with  him. 

Besides,  if  you  hold  your  own  se- 
curities, you  forego  the  convenience 
and  the  leverage  of  a  margin  account, 
and  you  take  on  the  bother  of  having 
to  store  your  own  stock  certificates, 
deliver  them  when  sold,  and,  in  gen- 
eral, keep  the  kind  of  records  your 
broker  keeps  for  you. 

As  an  alternative,  you  can  pass  the 
buck  along  to  your  banker.  Banks  of- 
fer custodial  services:  safekeeping, 
collecting  dividends  and  interest,  is- 
suing periodic  statements,  foi'warding 
proxy  statements  and  annual  reports, 
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273rd  common  DIVIDEND 

A  regular  dividend  of  Fifty-nine  and  Five-tenths  Cents  (59.5^) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  December  1,  1973, 

to  stockholders  of  record  at  the  close  of  business  November  9,  1973, 

Checks  will  be  mailed. 

October  30, 1973  C.  A.  Mehos,  Vice  President— Finance 

OPERATING  UNITS: 

GALLAHER     LIMITED 


__:>««#«^^*«^ /vzL 


^^aster  Lock  Company 

The  Andrew  Jergens  Company 


VISIBI-E      RECORDS    INC. 


DUFFY -MOTT  COMPANY.  INC. 

Suns/^ine  Biscuits,  inc. 

AMERICAN  BRANDS.  INC.,  245  PARK  AVENUE,  NEW  YORK,  NY.  1001 7 


INVESTIGATE  THE 


Established 
1950 


IROWEPRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  and  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

r^g  ^g      ^P  Mail  Coupon  for  Free  Prospectus  and  Literature  ^B  HI  ^|  | 
J.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 

■  One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 

■  NAME ^ — ^ 

■  ADDRESS 


CITY. 


.STATE- 


.ZIP. 


I 
I 
I 


and  informing  clients  of  mergers,  re- 
fundings  and  rights  exchanges. 

Some  banks  will  not  only  hold 
stock  but,  acting  as  the  investor's 
agent,  will  handle  buy  and  sell  orders 
through  their  trading  facilities. 

All  this,  however,  comes  quite  dear. 
One  New  York  bank  charges  a  mini- 
mun  account  maintenance  fee  of  $150. 
This  covers  the  first  15  issues  put  in 
^  a  custodial  account,  an  issue  being 
defined  as  one  class  of  a  single  com- 
pany's stock  or  as  bonds  of  the  same 
series  and  same  matimty  date.  After 
the  15th  issue,  there  is  a  supplemen- 
tal maintenance  charge  of  $50  for  the 
next  15  issues,  and  so  on.  In  addition 
to  the  maintenance  charge,  there  is  a 


An  investor 
can  do  his  own 
unbundling. 


security  issue  charge  of  $10  per  issue. 
And  on  top  of  that,  you  will  have 
to  pay  the  banker  $15  every  time  you 
buy  or  sell  a  stock  to  reimburse  him 
for  the  trouble  of  delivering  or  re- 
ceiving the  certificate.  If  you  want 
to  use  the  bank's  trading  facilities 
instead  of  working  through  your  ovra 
broker,  you  are  going  to  run  into 
still  another  charge— a  transaction  fee 
of  $10  per  trade  over  and  above  the 
commission  you'll  be  paying  the 
bank's  broker.  Whatever  you  end  up 
spending,  all  you  violl  get  are  services 
you  would  have  gotten  for  free  if 
you  had  stuck  with  your  broker. 

Margin  loans?  Yes,  you  can  get  them 
from  a  bank  on  about  the  same  terms 
as  your  broker  would  give  you,  but 
this  would  probably  mean  dealing 
with  both  trust  and  loan  depart- 
ments—a bit  of  a  bother. 

There  is,  of  course,  a  way  to  bypass 
the  traditional  stockbroker  without 
having  to  spend  extra  money.  You 
can  deal  with  one  of  the  cut-rate,  no- 
frills  brokerage  firms  that  have  sprung 
up  in  Wall  Street  and  elsewhere.  They 
will  buy  and  sell  for  you  for  much 
lower  commissions  than  a  regular  bro- 
ker would  charge;  then,  with  the  sav- 
ings you  can  buy  from  a  bank  which- 
ever extra  services  you  require.  This 
is  a  kind  of  do-it-yourself  unbundling 
of  brokerage  costs.  On  balance,  how- 
ever, you  won't  save  much  mone>- 
and  you  will  be  spending  considerabK 
more  time  on  the  sheer  mechanics  ol 
investing. 

So,  there's  still  a  lot  to  be  said  for 
leaving  your  stock  with  your  broker. 

How  can  you  be  absolutely  certain 
he's  sound? 

You  can't.   ■ 
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all  in  one  package 


Maryland  can  finance  your  land  and  building  up 
to  90%,  equipment  up  to  70%,  and  labor  training 
up  to  100%. 

Land,  building  and  equipment  can  be  financed  by 
a  long  term,  low  interest  loan  Insured  by  a  State 
agency. 

Labor  training  costs  can  be  fully  paid  by  the  State, 


including  instructors'  salaries,  rental  or  provision 
of  equipment,  rental  of  training  space  on  or  off 
premises,  and  training  aids. 

In  short  we  can  finance  practically  everything 
you  need  to  establish  a  manufacturing  plant, 
regional  distribution  center,  research  and  develop- 
ment laboratory,  corporate  office  or  regional 
headquarters  building. 


Maryland  Division  of  Economic  Development 

Room  F-113.  2525  Riva  Road,  Annapolis,  Maryland  21401  •  Phone  (301)  267-5514 

Maryland 

DEPARTMENT  OF  ECONOMIC  AND  COMMUNITY  DEVELOPMENT 


Happy  Days 
Are  Here  Again? 

They  are  smiling  again 

on  Wall  Street.  But  will 

the  smiles  again  fade? 

Except  for  show  biz  and  the  garment 
business,  there  is  no  occupation  that 
swings  from  elation  to  fears  and  back 
again  as  fast  and  as  frequently  as  the 
investment  business. 

A  few  months  ago.  Wall  Street 
seemed  to  be  falling  apart.  Now,  in 
spite  of  the  damage  done  to  stock 
prices  by  the  Middle  East  war  and 
the  Nixon  tapes,  things  are  looking 
very  much  better.  October  trading 
volume  ran  around  18.4  million  shares 
a  day,  55f  above  the  dismal  levels  of 
August.  But  the  best  thing  of  all  is 
the  trend  in  commission  rates.  Since 
late  September  the  Securities  &  Ex- 
change Commission  has  permitted  The 
Street  to  raise  fixed  commissions  by 
10%  to  15%— a  percentage  boost  per- 
mitted to  few  other  industries  these 
days.  And  on  the  portions  of  transac- 
tions over  $300,000,  negotiated  com- 
mission rates  have  firmed  and  started 
going  higher. 

In  fact.  Wall  Street  apparently  start- 
ed to  turn  before  the  stock  market 
did.  In  July  the  combined  losses  of 
New  York  Stock  Exchange  firms 
dropped  to  $7.6  million  from  $31 
million  in  June.  The  sudden  improve- 
ment was  largely  due  to  a  short  but 
sharp  July  rally  that  brought  in  ad- 
ditional volume. 

But  the  real  test  came  in  August. 
It  was  a  dismal  month.  The  DJI 
slumped  about  100  points  from  the 
July  high,  and  volume  sank  to  a 
daily  average  of  11.8  million  shares, 
lowest  since  November  1970.  Never- 
theless, the  combined  membership  of 
the  Big  Board  reported  losses  of  $28 
million  vs.  the  $53  million  it  had  pre- 
dicted when  it  had  been  pressuring 
the  SEC  for  higher  rates.  In  fact,  had 
the  higher  rates  been  in  effect  during 
August,  the  loss  probably  would  have 
been  halved  again,  to  maybe  $15 
million. 

What  caused  the  better-than-ex- 
pected  showing?  Partly  the  effects  of 
cost-cutting  and  a  further  reduction  in 
the  number  of  firms  (70  firms  have 
merged  or  dissolved  so  far  in  1973), 
which  meant  that  the  remaining  pie 
was  being  sliced  into  fewer  pieces. 

On  the  cost-cutting  side,  it  is  esti- 
mated the  industry  has  trimmed 
over  20,000  jobs,  mostly  back-office, 
since  July  1972.  Merrill  Lynch,  Pierce, 
Fenner  &  Smith,  the  nation's  largest 
l)rokerage  firm,  acknowledged  recent- 


ly that  it  had  reduced  its  18,600-man 
work  force  by  1,700  persons  since 
May  1972.  When  Hayden  Stone,  Inc. 
acquired  H.  Hentz  &  Co.  in  mid- 
August,  it  retained  only  50  of  Hentz's 
400  operations  personnel. 

With  fringe  benefits  and  overhead 
costs,  the  cuts  probably  meant  a  sav- 
ings of  at  least  $200  million  a  year 
—and  even  that's  a  good  deal  less 
than  what  Wall  Street  will  reap  from 
higher  commissions.  The  increase  of 
10%  to  15%  on  orders  below  $300,000 
will  probably  bring  in  at  least  $20 
million  a  month,  or  a  quarter  of  a 
billion  dollars  on  an  annual  basis. 

But  negotiated  rates  have  also  been 
going  up,  unoflBcially  but  firmly,  on 
orders  over  $300,000.  Since  midsum- 
mer, the  institutional  houses  have 
been  making  good  gains  against  "nick- 
el and  diming"  by  the  institutional 
buyers.  Some  of  the  latter  began  to 
worry  lest  the  risk-taking  firms— those 
who  buy  stocks  into  theu*  own  inven- 
tories—were losing  so  much  money 
that  they  might  pick  up  their  marbles 
and  quit  the  game.  The  result  was  a 
dramatic  rise  in  negotiated  commis- 
sions from  a  low  of  15  cents  to  16 
cents  a  share  on  a  $50  stock  to  per- 
haps 25  cents  to  27  cents  on  stock 
taken  into  inventory. 

Allowing  an  estimated  $50-million 
gain  from  this  firming  of  commissions 
on  big  orders,  the  total  improvement 
for  the  investment  business  is  prob- 
ably $500  million  a  year.  Stack  that 
against  the  $220  million  the  NYSE 
says  its  members  lost  in  the  first  eight 
months  of  1973,  and  the  chances  are 
that  The  Street  would  have  been 
close  to  the  black  in  those  months 
given  the  benefit  of  the  higher  rates 
and  lower  costs. 

The  Cassandra  Contingent 

So  the  prophets  of  total  collapse 
proved  wrong.  Unlike  1969-70,  when 
over  100  firms  disappeared,  this  year 
29  brokers  underwent  Securities  In- 
vestors Protection  Corp.  liquidation.  A 
number  of  respected  names  simply  de- 
cided they  could  not  ignore  the  pres- 
sures to  get  out  of  the  retail  broker- 
age business.  Dominick  &  Dominick 
sold  off  its  20  retail  outlets  piece- 
meal to  several  member  firms,  and 
Mitchum,  Jones  &  Templeton  sold  its 
entire  retail  business— though  Dom- 
inick and   Mitchum,   Jones  remained 


aS"  institutional  brokers. 

So  what  was  Paine,  Webber,  Jack- 
son &  Curtis  after,  when  it  bought 
Mitchum,  Jones'  offices  despite  its  own 
$1.5-million  loss  in  its  fiscal  year  to 
Sept.  30?  "Basically,  300  sales  repre- 
sentatives," says  Paine,  Webber  chair- 
man and  CEO  James  W.  Davant. 
"We  add  Mitchum,  Jones'  oflRces  with- 
out a  substantial  increase  in  costs." 

The  Next  Crisis 

So  the  crisis  is  over— or  is  it? 

Even  the  happiest  broker  might 
shrink  from  saying  so,  with  the  SEC 
ruling  that  all  commissions  should  be 
negotiated  starting  in  May  1975.  In 
theory,  commissions  will  then  be  set 
by  supply  and  demand  rather  than 
by  fiat. 

Will  negotiated  commissions  strike 
a  fresh  blow  at  Wall  Street?  Nobody 
knows,  but  it  would  be  wrong  for  the 
individual  investor  to  expect  that  ne- 
gotiated commissions  will  be  a  bless- 
ing for  him;  a  good  many  people 
think  that  commission  rates  will  go 
up,  especially  on  small  orders. 

"When  you  are  talking,"  says  Pres- 
ident Robert  M.  Gardiner  of  Reyn- 
olds Securities,  "about  a  cost  of  some- 
where between  $30  and  $40  per  trans- 
action, and  you  are  seeing  today  rates 
on  the  low  end  that  are  somewhere 
between  $15  and  $25,  how  could  they 
go  down?"  Gardiner's  cost-per-trans- 
action  figures  are  the  raw  costs  of 
processing  an  order  without  the  sales 
cost  added  on.  The  fully  costed,  in- 
dustrywide expense  per  transaction 
was  running  about  $94  for  the  first 
five  months  of  this  year,  according 
to  the  NYSE. 

If  these  figures  are  accurate,  a 
broker  must  lose  money  on,  say,  a 
100-share  order  for  a  $40  stock— 
which  brings  him  a  commission  of 
$64.  Not  until  the  order  reaches  200 
shares  does  it  become  truly  profitable. 

One  way  of  bringing  down  the  per 
transaction  is  through  "unbundling" 
—breaking  out  different  .services  on  a 
cost  basis.  Many  houses  are  willing  to 
do  this  for  accounting  and  custodial 
services,  but  most  balk  at  charging 
separately  for  research.  (After  all, 
how  do  you  price  research?)  And 
it  sticks  in  their  craw  to  think  of 
someone  using  their  research  to  or- 
der stock  through  a  cut-rate,  bare- 
bones     brokerage    house     thiit     oHers 
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There  must  be  a  dozen  reasons  why  AMF  has  grown 
so  far^-so  fast.  And  why  it  has  been  able  to  mix  business 
with  pleasure  so  profitably,  A  62%  growth  in  revenues 
and  a  1 1 2%  surge  in  earnings  in  the  past  five  years 
didn't  just  happen. 
Balance  is  one  of  those  reasons. 
AMF  balances  four  economic  opportunities  to  sus- 
tain and  accelerate  that  growth.  Penetration  and 

development  of  those  four  marketing 
areas— domestic,  international,  indus- 
trial and  leisure— gives  AMF  the  flexi- 
bility, the  turn-around  capability  and 


the  cyclical  vitality  to  promise  future  growth  and 
profitability. 

The  strength  of  that  balancing  act  was  dramatically 
proven  in  the  critical  1 970-71  period.  A  soft  domestic 
industrial  economy  was  more  than  matched  by  a 
strong  foreign  and  leisure  products  market.  The  result 
—revenues  and  earnings  that  ran  counter  to  the  trend 
of  most  businesses. 

Balance.  It's  just  one  of  AMF's  many  keys  to  suc- 
cess. Next  time,  we'll  tell  you  about  another  one  of 
AMF's  management  attributes. 

AMF  Incorporated,  White  Plains,  N.Y.  10604. 


Balance  helps  AMF  mix  business  with  pleasure 
Profitably 
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14,000  mile  railroad. 


To  keep  our  position  as  a  number  one  railroad  we've  had  to  come  up  with 

some  imaginative  ideas  along  the  way.  Our  microwave  system,  for  instance. 

It's  the  longest  privately  owned  communications  network  in  the  U.S. 
It  gives  us  over  500,000  channel  miles  of  direct-dial  telephone  service.  And  with 
our  $23  million  computer  system,  we  have  a  microwave  miracle.  We  can 
keep  our  finger  on  up  to  850  trains  and  1 20,000  freight  cars  traveling  on 
our  14.000  miles  of  mainline.  In  seconds. 


Ifs  equipment  leasing 


Our  reason  for  operating  a  leasing  business  is 
much  like  our  reason  for  running  a  railroad.  We  know 
It  pays  to  provide  the  best  service  possible.  We 
not  only  lease  aircraft  to  our  customers,  we  lease 
computers,  factory  equipment,  locomotives, 

just  about  everything. 

trucking  services 

Where  our  trains  and  pipelines  don't  go 
logically  or  economically,  our  trucks  do. 
Last  year  we  spent  over  $3  million  on 
our  truck  lines  to  give  them  more  muscle. 
Now  we  have  more  than  7,800  highway 

units,  100  terminals  and  27,000  miles  of 
highway  routes.  They  provide  our  customers 
vital  trme  and  money-saving,  door-to-door  deliveries  in  10  states. 

community  developers. 

As  our  railroad  grew,  so  did  the  communities  along  it. 
Now,  in  addition  to  finding  plant  and  warehouse  sites,  we  locate  land  for 
office  buildings,  shopping  plazas  and  mobile  home  communities. 
We're  even  building  apartment  centers 
and  complete  metropolitan  office/home 

complexes.  So  if  you  haven't 
looked  at  us  lately,  don't  look  back. 
We're  the  railroad  ahead. 


Southern  Pacific 

—the  transportation  company  that  does  things  first. 


nothing  but  the  execution  of  orders. 
Bundled  or  unbundled,  however, 
fully  negotiated  rates  do  not  mean  that 
the  small  investor  would  be  haggling 
with  his  broker  over  each  buy  or  sell 
order.  Rather,  a  firm  would  post  rates 
at  certain  levels,  and  if  you  don't  like 
one  house's  rates,  well  then,  shop 
around.  A  lot  of  people,  including 
SEC  Chairman  Ray  Garrett  Jr.,  be- 
lieve that  there  won't  be  that  much  to 
choose  between  when  you  go  shop- 
ping. It  is  likely  that  rates  of  major 
brokerage  companies  will  move  more 
or  less  in  unison  as  do  bank  prime 
rates.  The  SEC's  proposal,  Garrett 
told  an  industry  gathering  recently, 
".  .  .  is  to  take  the  Commission  and 


sions,  about  1%.  A  big  fund  buying 
100,000  shares  of  the  same  stock  paid 
$39,000-still  about  1%. 

Now  the  arithmetic  is  sharply  re- 
versed. The  100,000-share  buyer  may 
be  paying  as  little  as  15  cents  a  share; 
the  individual  small  investor  now  pays 
64  cents.  Look  at  it  his  way:  The 
big  investor's  cost  has  dropped  61%; 
the  little  investor's  cost  is  up  64%. 

It  would  be  premature,  to  say  the 
least,  to  conclude  that  Wall  Street's 
—and  the  investors'— troubles  are  over. 

Wall  Street's  recent  financial  ane- 
mia is  only  part  of  its  troubles.  An 
activist  Securities  &  Exchange  Com- 
mission is  playing  an  increasingly 
strong  regulatory  role,  a  role  that  will 
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the  exchanges  out  of  the  rate-fixing 
business.  .  .  .  Individual  firms  will  be 
able  to  post  any  rates  they  can  sustain 
under  the  antitrust  laws." 

Garrett,  of  course,  was  warning  big 
brokers  not  to  set  rates  so  low  as  to 
threaten  the  existence  of  competition. 
He  went  on:  "I  suggested  that  many 
of  you  had  better  start  spending 
more  time  with  the  antitrust  partners 
in  the  firms  that  give  you  legal  coun- 
sel. You  will  be  faced  with  the  same 
sort  of  problems  that  confront  other 
companies  that  market  a  product  on 
a  wide  scale  in  close  competition.  It 
will  be  necessary  to  avoid  both  the 
reality  and  the  appearance  of  so- 
called  predatory  pricing,  and  you  will 
have  to  discover  through  experience 
with  the  free  effect  of  competitive 
forces  whether  your  industry  can  live 
with  price  competition.  .  .  ." 

"When  we  are  all  finished,"  says 
one  Wall  Streeter  who  prefers  to  re- 
main anonymous,  "the  individual  in- 
vestor may  regret  the  day  that  Manny 
Cohen  started  monkeying  around  with 
volume  commissions."  Pre-Manny 
Cohen,  an  investor  buying  100  shares 
of  a  $40  stock  paid  $39  in  commis- 


become  stronger  still  if  the  legisla- 
tion proposed  by  Senator  Harrison  A. 
Williams  Jr.  (Dem.,  N.J.)  is  enacted. 
The  latest  Williams  bill,  called  the 
National  Securities  Market  System 
Act  of  1973,  aims  chiefly  at  broaden- 
ing SEC  control  over  self-regulating 
organizations  within  the  securites  in- 
dustry and  at  laying  the  groundwork 
for  the  development  of  a  truly  central 
national  market. 

The  House  Subcommittee  on  Com- 
merce and  Finance,  headed  by  Rep- 
resentative John  E.  Moss  (Dem., 
Calif.),  is  working  on  a  bill  along 
similar  lines.  And  last  month  the  Trea- 
sury Department  announced  its  own 
study,  due  to  be  completed  by  the 
end  of  the  year,  on  what  type  of 
changes  are  called  for  in  structure 
and  regulation  of  U.S.  capital  markets. 

The  impetus  behind  much  of  this 
activity  is  a  now  widely  held  convic- 
tion that  the  present  market  system— 
the  NYSE,  Amex,  NASD  and  the  re- 
gional exchanges— is  both  a  costly  and 
a  clumsy  mechanism.  The  high  cost 
per  transaction— $94— might  be  justi- 
fied if  Wall  Street  had  been  doing  a 
great  job.  It  has  not  been.  SEC  Chair- 


man Garrett  castigated  the  industry 
for  being  undermined  by  "hard-core 
fraud  and  a  total  disregard  of  the  in- 
terests of  investors."  Others  have  said 
the  same  thing  in  even  stronger  words. 
The  solution,  Garrett  said,  must  lie  in 
more  rules,  more  surveillance  and 
more  prosecution. 

One  probable  reform,  a  central  mar- 
ket, would  link  all  securities  markets 
by  means  of  a  national  communica- 
tions network.  What  shape  this  system 
would  eventually  take  is  the  subject  of 
a  good  deal  of  debate.  Tentative  steps 
towards  consolidation  have  already 
been  taken.  The  NYSE  and  the  Amer- 
ican Exchange  are  exploring  changes 
in  their  securities-clearing  process  so 
that  it  would  be  compatible  with  the 
clearing  operations  of  the  regional 
exchanges  and  the  over-the-counter 
market.  The  NYSE  also  has  a  task 
force  studying  the  possibility  of  merg- 
ing with  the  financially  troubled  Pa- 
cific Stock  Exchange. 

But  even  as  the  exchanges  talk 
about  joining  hands  in  some  sort  of 
central  market  system,  they  are  en- 
gaged in  internecine  warfare  on  the 
side.  NYSE  officials  are  unhappy  about 
Amex'  weighing  whether  it  should 
continue  to  conduct  trading  in  stocks 
after  they  have  switched  their  listings 
from  the  Amex  to  the  Big  Board.  Nor 
is  the  Amex  happy  about  the  NYSE's 
plan  to  ease  its  listing  standards  for 
warrants,  which  could  pull  away  from 
the  American  a  major  source  of  trad- 
ing volume.  The  OTC  market  feels  it 
is  being  poached  upon  also.  A  provi- 
sion of  the  Williams  bill  would  permit 
OTC  stocks  to  be  traded  on  stock  ex- 
changes, and  that  has  been  attacked 
as  unworkable  by  OTC  officials. 

What's  worse,  at  least  from  the  ex- 
changes' point  of  view,  is  that  the 
poaching  isn't  just  intra-industry.  In 
the  wings  stand  the  banks.  They  are 
beginning  to  make  inroads  through 
automatic  stock  investment  plans  and 
the  expansion  of  their  investment  ad- 
visory services.  The  SEC  wants  to  reg- 
ulate these  activities.  The  exchanges 
want  to  stop  them. 

Last  year.  Wall  Street  charged  the 
American  people  about  $3  billion  in 
commissions,  and  it  earned  some  $3 
billion  from  other  activities.  The  figure 
this  year  will  not  be  much  smaller. 
But  in  spite  of  this  huge  turnover  of 
dollars,  the  investment  business  is  un- 
able to  operate  at  reasonable  efficiency 
or  to  avoid  periodic  crises  which 
threaten  not  only  the  brokers  but  the 
public  as  well. 

Higher  commissions  and  a  healthier 
stock  market  have  temporarily  saved 
what  is  left  of  Wall  Street.  But  no 
solution  is  yet  in  sight  for  the  twin 
ills  of  excessively  high  costs  and  fre- 
quent instability.  ■ 
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Otimotionf 


ELEVATOR  COMPANY 


*Otimotion  is  24  hour-a-day,  around-the-world  maintenance  service.  It's 

the  world's  largest  manufacturer's  maintenance  organization. 

It's  record  sales  and  earnings  for  the  last  decade.  It's  multinational  capability  with  31 

modern  plants  in  20  countries.  Otimotion  is  innovation,  imagination 

and  leadership.  Otimotion  is  a  company  in  motion. 


Farm  Boy  Makes  Good 

.  .  .  and  acquires  all  the  advantages  and 
disadvantages  of  big-city  status. 


Lyle  E.  Yost  looks  at  you  the  way 
he  looks  across  the  wheat  fields  of 
Kansas— the  way  he  always  looks  when 
he's  thinking  about  money.  "Yes,  sir," 
he  says,  "it  was  a  pretty  exciting  day 
[Aug.  8]  for  us  farmboys  to  be  out 
there  on  the  floor  of  the  exchange  and 
see  the  first  ticker  tape  come  across 
with  'New  York  Stock  Exchange  wel- 
comes the  Hesston  Corp.'  " 

It  should  have,  that's  for  sure.  For 
Yost's  little  Hesston  Corp.  (assets 
only  $34  million)  was  a  star  market 
performer  in  the  third  quarter,  and 
recently  sold  at  46,  up  more  than 
50%  since  its  listing. 

Hesston's  main  product  is  hay-han- 
dling equipment.  Its  headquarters 
plant  at  Hesston,  Kan.  employs  about 
as  many  people  as  are  in  the  town 
(1,800).  Success  has  come  so  fast 
that  the  very  name  is  unfamiliar  even 
in  Wichita,  30  miles  away.  "Hesston?" 
asked  a  Wichita  lawyer.  "Why,  I 
don't  think  I  ever  heard  of  it." 

But  at  a  time  of  commodity  short- 
ages, booming  farms  and  high-spend- 


ing farmers,  to  a  lot  of  Wall  Streeters 
Hesston  looks  like  a  glamour  stock  for 
the  1970s.  At  the  start,  there  were 
no  such  ambitions.  Yost  started  with 
a  locally  developed  gadget  for  grain 
combines  in  1947,  manufactured  in 'a 
World  War  II  Quonset  hut.  The  line 
began  to  grow:  straw-choppers,  wind- 
rowers  and  other  specialty  machines. 

By  1968  Hesston  had  attracted  so 
many  takeover  offers  that  he  decided 
to  take  the  company  public  himself. 
Yost  called  a  half-dozen  of  his  key 
men  together:  "I  asked  them  what 
kind  of  ambitions  they  had,"  he  says. 
"Did  they  want  to  be  master  of  their 
own  fates  or  not?" 

With  the  backing  of  Prudential  In- 
surance Co.  (which  gave  Hesston  its 
original  long-term  debt)  and  a  small 
($2:6  million)  underwriting  by  Mer- 
rill Lynch,  the  stock  offering  even- 
tually made  Yost  and  a  number  of 
his  managers  rich:  His  own  stock  was 
recently  valued  at  $15  million,  that  of 
several  Hesston  officers  at  over  $7 
million  each.  But  more  important  for 


the  company,  it  provided  the  capital 
for  developing  a  new  machine  called 
StakHand. 

StakHand  caused  little  flurry  when 
it  was  introduced,  even  though  it 
could  pick  up  six  tons  of  hay,  com- 
press it  in  seconds  into  a  weather-re- 
sistant, box-like  stack  and  drop  it  in 
the  middle  of  a  field,  saving  the  farm- 
er the  wages  of  several  field  hands. 
But  soon,  with  the  growing  short- 
^age  of  beef  and  farm  labor,  the  Stak- 
Hand began  to  change  the  way  that 
hay  is  gathered,  baled  and  stored. 

Recently  Hesston  could  not  make 
enough  StakHands  even  by  running 
its  plants  three  shifts  a  day,  six  days 
a  week.  Propelled  largely  by  Stak- 
Hand sales,  the  company  expects  that 
revenues  for  the  fiscal  year  ended 
Sept.  30  will  prove  to  have  exceeded 
$100  million  when  the  final  figures 
are  in,  up  some  90%,  while  earnings 
will  probably  exceed  $3  a  share,  more 
than  double  the  levels  of  1972.  "We're 
going  from  the  minor  to  the  major 
leagues  now,"  Yost  says. 

Inevitably,  Hesston  is  acquiring 
many  of  the  appendages  that  go  with 
big-company  status.  It  already  has 
plants  in  Italy  and  France.  It  has  ac- 
fjuired  four  small  incinerator  and  com- 
pacting firms  in  another  new  glamour 
field,  pollution  control.  At  headciuar- 


CNA/insurance,  310  S.  Michigan  Ave,  Chicago,  Illinois  60604,  Continental  Casualty  Co.,  American  Casualty  Co.,  National  Tire  Insurcincp  t.o,   ol   Hatllot 


Payback.  Mennonife 
Lyie  Yost's  fore- 
bears brought  the 
first  Russian  hard 
winter  wheat  to  the 
U.S.  Now  he  is  ship- 
ping StakHands 
(above)  to  try  out  on 
the  hay  of  the  Ukraine. 


ters,  it  is  putting  up  two  new  plant 
buildings,  more  offices  and  a  "commu- 
nications center"  for  sales  training. 
Yost  is  even  planning  a  West  Coast 
swing  to  talk  to  financial  analysts. 

The  question  is  whether  these  bur- 
dens will  produce  the  necessary  re- 
wards, especially  in  view  of  the  big 
competition  that  it  is  just  beginning 
to  face.  Hesston  now  makes  about  15% 
of  the  hay-handling  machines  in  the 


U.S.  and  is  giving  the  leading  U.S. 
baler-maker,  Sperry  Rand's  New  Hol- 
land division,  a  real  run;  but  New 
Holland  is  not  about  to  play  dead. 
Deere  &  Co.  has  announced  it  will 
start  shipping  its  first  Stack  Wagons 
next  spring;  and  since  some  25%  of 
Hesston's  dealers  are  also  Deere  deal- 
ers, a  showroom  battle  is  inevitable. 
With  Deere  in  the  fray,  companies 
like  International  Harvester  and  Mas- 
sey-Ferguson  will  not  be  far  behind. 

The  Deere  invasion  will  test  the 
size  of  the  market,  which  is  by  no 
means  certain.  The  StakHand  caught 
on  big  with  western  ranchers  who 
have  large  herds  to  feed.  It's  a  ques- 
tion whether  the  smaller  farms  will 
discard  their  balers  for  StakHands. 

Also  sure  to  be  tested  is  the 
strength  of  the  14  StakHand  patents 
Hesston    has    received    or    filed    for. 


"Deere  is  trying  a  Japanese  copy," 
says  Yost.  "We  are  going  to  negotiate 
a  license  with  them,  and  a  good  one, 
or  we  are  going  to  stop  them.  I  don't 
care  how  big  they  are."  Deere  says  it 
is  "confident  we  are  not  infringing  on 
any  legal  patents."  It  also  says  it  is  not 
negotiating  about  any  licenses. 

Patents  are  hard  to  sustain  in  farm 
machinery:  Too  many  minds  have 
worked  on  them  for  too  many  cen- 
turies to  leave  any  large  areas  unex- 
plored. And  in  sheer  economic  pow- 
er, Hesston  is  no  match  for  its  big 
competitors. 

Whether  it  can  sustain  its  climb, 
then,  would  seem  to  depend  on 
whether  it  can  maintain,  as  a  little 
big  company,  the  uniquely  innovative 
quality  it  had  as  a  much  smaller  one. 
That's  not  an  impossible  order.  But 
it's  a  very  large  one.   ■ 


For  yearsy  health  insurance  wasn't 
available  to  those  who  needed  it  most. 

Until  that  day  CNA 

u. ■! ji.  BA^  ■       I  '^^®  year  was  1957.  People  who  needed  hos- 

■■■^nC  news  in  lOHIfaa  pltal  and  medical  insurance  the  most,  people 
65  and  over,  were  the  ones  who  found  it  least  available  everywhere.  Everywhere,  but 
Iowa.  Because  there,  in  the  September  8,  1957  edition  of  the  Des  Moines  Sunday  Register, 
Continental  Casualty  Company,  a  m.ember  company  of  CNA/insurance,  placed  an  ad. 
The  headline?  "Now!  A  Plan  that  Pays  Hospital  Bills  for  Anyone  65  and  Over  .  .  .  !  No 
medical  exam!  No  health  questions!  Nothing  like  it  ever  before!" 

Two  days  later,  the  Register's  editorial  page  commented,  "An  interesting  experi- 
ment is  starting  in  Iowa.  The  Continental  Casualty  Company  of  Chicago,  111.,  announced 
.  .  .  that  it  would  provide  health  insurance  protection  for  elderly  people  who  most  need 
such  protection  but  who  find  it  most  difficult  to  obtain."  Thus  was  recorded  the  beginning 
of  "65-Plus,"  or  Golden  65  as  it  is  now  known. 

Today,  tens  of  thousands,  including  people  under  65,  own  health  and  accident  in- 
surance policies  purchased  from  CNA  and  other  companies  through  mass  enrollment 
techniques.  Coverage  that  affords  the  best  value  for  each  insurance  dollar. 

Offering  such  coverage  is  what  made  us  a  part  of  a  growing  three  and  a  half  bil- 
lion dollar  corporation.  Growing  because  we've  got  special  skills  to  write  insurance 
where  others  can't.  Or  won't.  And  the  special  kind  of  people  and  CNA  agents.  People 
who  write  insurance  to  set  precedents.  To  go  where  insurance  never  was.  Do  what  insur- 
ance never  did.  And  do  it  better  than  anyone  else. 

Your  CNA  agent  can  show  you  how;  we're  listed  in  the  Yellow  Pages. 

%     GOING  WHERE  INSURANCE  NEVER  WAS 

''Cfs/A /insurance 

A  PART  OF  CNA  FINANCIAL  CORPORATION 


s.  ontinental  Insurance  Co.,  Transportation  Insurance  Co.,  Valley  Forge  Insurance  Co.,  Valley  Forge  Liie  Insurance  Co.,  CNA  Casualty  of  California. 


What  we  know  about 
trudging  takes  the  load 
off  your  mind. 
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We  sell,  rent,  lease  and  service  trucks, 
trailers,  tires  and  parts. 

We  have  emergency  call  numbers,  mobile 
maintenance  vans,  service  centers  that 
never  close  and  the  largest  parts  inventory 
in  the  country. 

So  you  can  get  a  good  night's  sleep. 

Call  toll  free  (800)  251-8596. 


General  Transportation  Services  •  PO  Box  998  •  Nashville,  Tennessee  .     „    » 

(Truck  Sales  and  Service  •  Trailer  Sales  •  Tire  Sales  •  Leasing  and  Fleet  Management  •  Parts 
Material  Handling  Equipment  •  Corporate  Services. 


The  Numbers  Game 


The  Billion-Dollar  IJnsure  Thing 


According  to  a  recent  study  of  300  large  American  cor- 
porations, the  median  company  derived  close  to  25%  of 
sales  from  abroad  in  1972.  In  some  cases,  of  course,  the 
percentage  goes  to  50%  and  better— Colgate-Palmolive, 
Heinz  and  ITT  being  prominent  examples.  Backing  up 
all  this  is  a  U.S.  corporate  investment  overseas  of  $100 
billion  or  more,  depending  on  how  you  measure  it. 

But  how  do  you  measure  it?  With  this  year's  and  late 
1971's  stunning  currency  revaluations,  the  fixed-exchange 
rates  finally  came  unstuck.  Let  us  suppose  a  U.S.  company 
earns  100  million  deutsche  marks  from  its  operations  in 
Germany  in  1973  and  let  us  suppose  that  it  earned  the 
same  amount  in  1970  and  1971.  In  1970  those  German 
earnings  could  have  been  converted  into  only   $27  mil- 


Labor  costs  rise  and  so  does  the  cost  of  inventories,  but 
with  a  time  lag.  Some  companies  evaluate  inventories  using 
their  cost  at  historical  rates,  while  others  use  current  rates. 

All  this  is  complicated,  so  complicated  the  accountants 
say  that  they  have  decided  against  trying  to  set  up  uni- 
form rules  right  away.  As  most  drastic  changes  of  recent 
years  have,  the  collapse  of  fixed-exchange  rates  caught  the 
accountants  unprepared. 

What  are  the  accountants  doing  about  it?  Two  things. 
For  the  long  run,  a  task  force  of  the  Financial  Accounting 
Standards  Board  is  working  on  a  set  of  rules  about  how 
revaluation  and  devaluation  should  be  accounted  for  on 
the  books.  Pending  this  future  imposition  of  standardized 
regulations,    the    FASB— acting    with    surprising    haste- 


lion;  at  current  rates  of  exchange  they  would  equal  $40 
million. 

Was  there  an  earnings  gain?  In  dollar  terms,  yes.  But 
not  in  terms  of  what  the  actual  business  earned  in  local 
currency. 

Or  take  assets.  Let  us  suppose  the  German  subsidiaiy 
had  DM200  million  worth  of  working  capital  in  all  years- 
worth  $55  milhon  in  1970,  $80  million  in  1973.  Was  there 
a  profit?  It  makes  quite  a  diflFerence.  , 

But  wait.  We  are  not  through  yet  with  the  catalog  of 
possibilities. 

There's  that  nice  new  German  plant.  It  cost  $100  mil- 
lion, or  DM367,  in  1970.  You  are  depreciating  it  over,  say, 
ten  years,  subtracting  DM37  milUon  from  the  subsidiary's 
gross  inconje  each  year.  Now  look  what  happens.  After 
revaluations-all  U.S.  companies  continue  to  depreciate  fixed 
assets  at  historical  exchange  rates.  So  while  revenues  au- 
tomatically translate  into  more  dollars,  the  depreciation 
cost  remains  the  same. 

That's  a  kind  of  double  whammy.  You  profited  twice 
from  the  currency  change:  once  from  the  fact  that  your 
DMs  are  now  worth  more,  again  from  the  fact  that  your 
depreciation  stayed  the  same. 

We  could  .go  on.  That  money  you  borrowed  in  DMs 
when  the  DM  was  27  cents.  Now  you  have  to  pay  it  back 
with  40-cent  DMs.  How  are  you  going  to  account  for  that 
loss?  But  then,  maybe  you  spent  the  DMs  on  inventory 
which  is  now  worth  proportionately  more.  Maybe  you 
didn't  lose  at  all. 

Of  course,  some  costs  rise  when  the  DM  is  upvalued. 


has  gotten  out  a  more  limited  document  dealing  only  with 
corporate  disclosure.  This  "exposure  draft"  (a  proposed 
standard  put  out  for  comment  that  may  or  may  not  be 
adopted)  is  entitled  Disclosure  of  Foreign  Currency  Trans- 
lation Information. 

When  they  go  into  efi^ect  late  this  year— if  they  go  into 
effect— these  guidelines  will  not  mean  that  all  companies 
will  have  to  keep  their  books  in  the  same  way.  But  they 
will  mean  that  companies  will  have  to  disclose  to  stock- 
holders the  impact  of  currency  changes  on  their  financial 
statements. 

What  must  these  companies  tell  that  they  formerly  did 
not  have  to?  The  FASB  draft  lists  six  items: 

•  A  statement  of  company  accounting  policy  telling 
which  balance-sheet  items  are  conver*^ed  at  current  ex- 
change rates  and  which  at  their  original  rates.  They  must 
reveal  the  conversion  rates  used  for  income  accounts  and 
how  conversion  adjustments  are  treated. 

•  The  total  conversion  adjustments  arising  in  the  period 
and  where  they  appear  in  the  income  statement  or  balance 
sheet. 

•  The  total  conversion  adjustments  that  affected  net 
income  for  the  period  and  where  they  appear  in  the  in- 
come statement. 

•  The  total  of  deferred  conversion  adjustments  on  the 
balance  sheet  and  how  they  are  classified. 

•  What  changes  in  long-term  receivables  or  payables 
resulted  from  currency  adjustments  and  what  effect  the 
changes  had  on  working  capital. 

•  For  companies  using  historical  conversion  rates  for 
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long-term  payables  or  receivables,  how  much  these  items 
would  have  increased  or  decreased  if  current  rates  had 
been  used. 

Such  disclosure  is  not  going  to  make  for  easy  reading. 
But  for  those  investors  and  analysts  willing  to  do  theii' 
homework,  it  will  tell  them  things  that  most  companies 
now  keep  to  themselves. 

Some  companies— among  them  Merck,  Kodak,  Xerox- 
already  are  noting  in  their  quarterly  earnings  statements 
that  5  cents  or  10  cents  or  whatever  amount  of  reported 
earnings  per  share  is  the  result  of  currency  translation 
adjustments.  But  others— such  as  Otis,  Black  &  Decker,  even 
mighty  IBM— have  been  keeping  strictly  mum. 

This  is  particularly  hard  on  investors  in  the  case  of  a 
company  like  IBM.  This  gets  back  to  the  depreciation 
problem  we  talked  about  above.  IBM  World  Trade  has 


".  .  .  the  translation  of  foreign  currencies 
has  been  clearly  favorable  to  Xerox  since  1967.' 


roughly  $3  billion  worth  of  computers  and  other  hardware 
out  on  lease  to  foreign  customers.  Depreciation  on  this 
equipment  this  year  is  running  at  an  annual  rate  of  some 
$500  million. 

Here's  the  double  whammy  we  were  talking  about:  It  is 
obvious  that  IBM  is  collecting  some  of  its  lease  payments 
in  DMs  and  other  foreign  cxirrencies  which  are  now  worth 
much  more;  but  it  is  charging  depreciation  at  the  old  ex- 
change rates.  The  net  result  would  be  that  a  smaller  pro- 
portion of  the  increased  revenues  would  go  to  cover  de- 
preciation; more  would  be  left  over  for  net  income. 

How  much  has  IBM  benefited  in  recent  years  from  this 
kind  of  thing?  IBM's  position  is  only  that  "gains  from 
translation  are  significant  but  not  material."  That  is  an  out 
that  many  companies  have  been  overworking.  The  ques- 
tion of  materiahty  could  prove  to  be  the  Achilles  heel  of 
the  FASB  exposure  draft  since  none  of  the  disclosure  rules 
apply  if  the  company  deems  each  individual  item  "not 
material." 

Xerox,  whose  circumstances  are  in  many  ways  similar 
to  IBM's,  is  somewhat  more  candid.  Assistant  Treasurer 
Stan  Wells  concedes:  "This  and  other  circumstances  re- 
lating to  the  translation  of  currencies  have  been  clearly 
favorable  to  Xerox  since  1967"— meaning  that  Xerox  has 
enjoyed  a  nice  vvandfall.  "On  the  other  hand,"  he  adds 
quickly,  "we  are  hurt  when  the  pound  sterhng  is  weak 
against  the  dollar,  as  it  was  in  1967,  because  of  our  [51%] 
interest  in  Xerox."  How  much  have  Xerox  earnings  been 
helped  since  1967?  Wells  ducked:  There  are  just  too  many 
variables  to  permit  giving  an  exact  figure,  he  said— though 
Xerox  is  thought  to  work  out  a  good  approximation  each 
year  for  internal  use. 

Another  thing  an  investor  had  better  beware  of,  since 
he  could  have  a  hard  time  getting  any  information  about 
it,  is  the  possibihty  that  U.S.  companies  may,  through 
the  utilization  of  long-standing  foreign  subsidiary  reserve 
accounts,  offset  the  gains  or  losses  from  foreign  currency 
rate  exchanges.  The  new  FASB  draft  would  require  dis- 
closing the  net  effect  of  such  reserves. 

"We  established  a  reserve  account  when  the  pound 
sterling  was  devalued  back  in  1967,"  says  a  Monsanto 
financial  official.  "It's  a  reserve  for  fixed-asset  adjustments 
and  adjustments  in  the  area  of  long-term  debt  or  long- 
term  notes  receivable. 

"Basically,  what  we  are  doing  is  amortizing  over  a  long 


time  the  effects  of  devaluation  and  revaluation.  We  flow 
the  adjustment  into  a  reserve  account.  When  the  debt  or 
note  becomes  due,  we  take  it  down,  and  at  the  same  time 
take  down  the  reserve  adjustment.  The  profit-and-loss 
implications  are  zero."  In  Monsanto's  case,  therefore,  de- 
valuation and  revaluation  have  neither  helped  nor  hurt 
reported  earnings. 

How  long  can  this  go  on?  "As  long  as  you  have  excess 
reserves  available,"  the  Monsanto  man  replied.  "Unfortu- 
nately, we've  just  about  run  out.  If  we  were  to  have  an- 
other [dollar]  devaluation  or  a  revaluation  of  the  deutsche 
mark,  we  would  have  to  increase  the  reserve,  and  that 
would  impact  our  current  P&L." 

Foreign  Debt  Losses 

Or  take  Gulf  OH.  Gulf  owed  huge  sums  on  long-term 
debt  in  foreign  currencies.  It  will  have  to  pay  back  more 
dollars  than  it  got.  Gulf  handled  its  loss  on  the  long-term 
foreign  debt  by  charging  $25  million  to  earnings.  Nothing 
unusual  about  that— but  it  was  unusual  to  make  the  charge 
against  1972  earnings  when  the  dollar  devaluation  that 
created  the  problem  occurred  in  February  1973.  That 
brought  howls  from  a  number  of  accountants.  They  felt 
that  Price  Waterhouse,  Gulf's  outside  auditors,  had  vio- 
lated a  cardinal  accounting  tenet  that  losses  should  be 
charged  off  in  the  year  when  they  are  oflBcially  recog- 
nized. But  Price  Waterhouse  thought  differently,  so  it 
acted  differently. 

Remember,  there  are  no  accepted  rules  on  how  this 
game  ought  to  be  played— at  least  not  until  the  FASB  digs 
deeper  into  the  subject  next  year. 

Gulf's  approach  was  at  least  conservative  in  the  sense 
that  it  disposed  of  a  burden  at  once  rather  than  string- 
ing it  out  over  a  number  of  years.  But  a  large  number  of 


".  .  .  a  number  of  companies  have  foreign  reserves 
that  they  are  drawing  on  or  adding  to  as  needed." 


companies  understandably  prefer  a  deferral  technique. 
The  proposed  FASB  rules  wouldn't  require  uniform  ac- 
counting. But  they  would  require  disclosure  of  a  particu- 
lar choice,  "if  material." 

The  wide  variation  in  corporate  practices  in  these  areas 
leaves  one  institutional  analyst  who  specializes  in  account- 
ing analysis  suspicious:  "I'm  wondering  if  a  number  of 
companies  have  foreign  reserves  that  they  are  drawing 
on  or  adding  to  as  needed." 

He  also  wonders  if  some  companies  aren't  deferring  siz- 
able losses  incurred  on  the  translation  of  foreign  long- 
term  debt  and  just  how  much  depreciation  gains  are 
helping  earnings  this  year.  What  are  companies  like  ITT 
and  Otis  Elevator  doing  in  all  these  areas?  Don't  expect 
the  annual  or  quarterly  reports  to  be  of  much  help. 

Are  these  suspicions  true?  Are  many  companies  getting 
a  sizable  share  of  foreign  earnings  from  currency  changes? 
Probably  some  are,  but  just  as  many  managements  are 
confused  about  how  to  report  these  changes. 

This  much  is  sure:  There  will  be  more  currency  realign- 
ments in  the  future;  and  with  the  dollar  looking  stronger 
every  day,  the  devaluations  of  the  next  few  months  are 
likely  to  be  unfavorable  to  companies  whose  foreign  earn- 
ings were  aided  by  past  adjustments. 

If  management  is  vexed  by  this  accounting  complexity, 
pity  the  poor  investor!  The  more  he  seeks  to  learn  about 
"true"  earnings,  the  more  the  truth  eludes  hini.  ■ 
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Meet  our  Jet  set 


They  count,  read,  position, 
remembeK  And  never  wear 
out. 

From  Johnson:  the  automation  speciahsts.  Only 
tiny  air  jets  move  in  Johnson  fluidic  devices. 
There  are  zero  moving  parts.  Which  is  why  they 
don't  wear  out.  And  what  they  can  do  is  amaz- 
ing. We  make  devices  that  perform  anolog  and 
digital  sensing,  logic,  signal  comparison,  visual 
indication,  and  interfacing  with  electric,  elec- 
tronic* and  pneumatic  systems.  And  more.  For 
applications  from  machine  tool  control  to 
materials  handling,  packaging,  test  instrumenta- 
tion, automatic  inspection  and  other  jobs. 

Not  only  do  we  produce  the  most  complete 
fluidics  line  in  the  industry;  we're  also  one  of 
the  world's  biggest  users  of  fluidic  controllers. 
So  we  know  what  should  be  expected  of  them. 

We've  been  in  the  fluidics  field  since  its  begin- 
nings. We've  grown  with  the  industry,  and  ahead 
of  it.  And  we're  still  growing.  Finding  new  ways 
to  do  things  automatically  is  our  business. 


JOHNSON 

SERVICE  COMPANY 

MILWAUKEE,   WISCONSIN  •  53201 


Ifan 

air  freight  company 

canftflyon  the  ground 

it  doesn^  matter 

how  fast  it  flies 

in  the  air. 


All  commercial  jets  fly  at  about  the  same 
speed.  So  naturally,  it's  the  air  freight  com- 
pany that  speeds 
things  up  down  on  the 
ground  that's  going  to 
be  the  fastest. 

We've  got  our  two 
feet  on  the  ground 
with  74  offices  in  North 
America.  And  28  more  all  around  the  world.  And 
all  of  them  have  someone  on  hand  24  hours  a 
day,  7  days  a  week. 

While  we're  on  the  ground,  trucks  are  as 
important  to  an  air  freight  company  as  planes. 
We  have  a  whole  fleet  of  Emery  trucks.  And  if  we 
think  a  bicycle  will  get  your  shipment  through 
city  traffic  and  where  it's  going  faster  than  a  truck, 
we'll  fly  it  on  one  of  our  Emery  bicycles. 

Speaking  of  flying,  Emery 
has  over  6,000  planes  at  its 
command.  That's  because  we 
reserve  space  on  every  key 
flight  of  every  key  airline  that 
carries  freight. 

And  if  you  think  being  fast 
makes  us  make  mistakes, 
you're  wrong.  We've  got 
Emcon,  Emery's  exclusive 
computerized  system  for  tracking  shipments. 


With  its  help  we  can  tell  you  exactly  where  your 
shipment  is.  From  the  time  we 
pick  it  up  to  the  time  we  deliver 
it.  In  10  seconds  if  you're  inside 
North  America.  And  in  60  min- 
utes if  you're  outside. 

And  you  don't  even  have  to 
know  the  waybill  number.  All 
you  have  to  know  is  the  origin, 
destination  and  the  name  of 
the  consignee. 

We  even  have  special  services  available  that'll 
help  you  save  even  more  time. 

Like  our  own  customs  official.  We  have  one 
on  hand  in  the  Emery  office  at  a  lot  of  airports  in 
the  U.S.  Don't  think  for  one  minute  that  doesn't 
save  time. 


^EMERY 


Or  our  Air  Procurement 
Service.  When  you  use  Air 
Procurement,  we'll  make  sure 
'  your  supplier  doesn't  forget 
about  your  shipment.  Because 

we'll  call  him  and  remind  him. 

And  if  he  says  your  shipment's  going  to  be  late, 
we'll  call  you.  So  you  won't  be  late.  Sometimes 
it's  our  call  that  helps  get  your  shipment  out  even 
earlier  than  expected. 

Or  take  our  VIP  service.  A  lot  of  our  customers 
do,  when  fast  just  isn't  fast  enough.  With  VIP,  your 
shipment  is  picked  up  75  minutes  after  we  get 
your  call. 

We'll  take  it  straight  to  the  airport,  to  the 
first  plane  available.  And  as  soon  as  the  plane 
lands,  we'll  fly  it  right  to  its  destination.  A  lot  of 
times,  if  you  call  before  noon,  your  shipment  will 
be  delivered  before  sundown,  the  same  day. 

If  you  like  the  idea  of  having  this  kind  of  service 
at  your  service,  give  us  a  call. 

We  don't  stop  flying  just  because  your  ship- 
ment has  landed  on  the  ground. 

EmeryAir  Freight 

We're  the  best  because  we're  the  fastest  and  the  safest 


/s  the  Party  Over? 


Specialization  has  helped  Government  Employees 
Insurance  Co.  avoid  the  industry's  rough  spots.  Will 
no- fault  insurance  throw  it  off  course? 


Connoisseur.  Since  Harvard-trained  lawyer  David  Kreeger,  64,  first 
became  associated  with  the  company  back  in  1 948,  he  has  managed  to  amass 
stock  worth  more  than  $35  million  in  the  various  GEICO  enterprises.  But  that 
isn't  Kreeger's  only  valuable  asset.  He  is  also  the  owner  of  one  of  Washington's 
finest  and  most  valuable  collections  of  contemporary  art— and,  moreover, 
one  so  large  that  in  1 967  he  built  what  may  be  the  city's  most  lavish 
and  imposing  home  in  order  to  house  properly  his  hundreds  of  paintings. 
GEICO  Chairman  Kreeger  also  keeps  some  of  his  own  works  on  display  at 
company  headquarters,  among  them  Thomas  Downing's  "Universal  Joint," 
shown  above.  However,  Kreeger  considers  art  a  mere  hobby  compared  with 
what  he  refers  to  as  his  "consuming  passion" —music.  He  enjoys  playing  the 
violin  in  chamber  music  groups  that  may  include  former 
Supreme  Court  Justice  Abe  Fortas  or  even  visiting  artists 
appearing  at  Washington's  Kennedy  Center. 
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Turning  down  business  has  been  the 
key  to  GEICO's  success.  The  Wash- 
ington-based auto  insurer  has  racked 
up  steady  profits— and  kept  its  stock 
selling  at  a  price/ earnings  multiple 
more  than  twice  that  of  the  rest  of  the 
industry.  It  has  done  so  by  using 
a  simple,  common-sense  strategy: 
GEICO  only  insures  good  risks.  As  a 
result,  it  can  oflFer  rates  that  are 
around  20%  below  industry  averages. 

But  the  advent  of  no-fault  insurance, 
which  most  insurance  men  expect  to 
be  in  eflFect  nationwide  within  five 
years,  throws  a  major  unknown  into 
an  industry  that  deals  in  probability. 
In  short,  the  cream  of  the  business 
that  GEICO  has  carefully  skimmed 
over  the  years  might  sour  overnight. 

Here's  how.  In  a  typical  accident, 
the  entire  loss  now  falls  on  the  com- 
pany insuring  the  driver  who  is  at 
fault.  Since  GEICO  drivers  are  rarely 
at  fault,  the  company's  payouts  are 
kept  small.  Under  no-fault,  however, 
this  factor  by  itself  isn't  so  important. 
The  main  thing  that  will  matter  is  how 
much  damage  the  policyholder  suf- 
fered—not who  caused  the  damage. 

Will  no-fault  erode  GEICO's  care- 
fully built  strengths?  President  Nor- 
man Gidden  insists  that  it  will  not. 
For  one  thing,  he  says,  GEICO's  care- 
ful drivers  are  less  likely  to  be  in- 
volved in  accidents  than  other  drivers 
—even  in  accidents  where  the  other 
fellow  is  to  blame. 

Another  advantage  for  GEICO,  he 
claims,  is  what  he  calls  its  "Middle 
America  exposiu-e."  Translated,  this 
means  that  GEICO's  policyholders 
aren't  high-income  people.  By  and 
large,  they  don't  drive  Cadillacs  and 
other  expensive  cars,  and  if  they  have 
to  lose  work  because  of  an  accident, 
the  claims  for  lost  income  aren't  likely 
to  go  sky-high.  This  "Middle  America" 
profile  stems  from  GEICO's  original 
policy  under  which  it  insured  only 
servicemen  and  government  workers, 
neither  of  them  high-paid  occupations. 
Later  on  the  company  spread  into 
most  white-collar  occupations,  but  the 
total  mix  remained  middle-income 
rather  than  high-  or  low-income. 

It  was  this  broadening  beyond  its 
original  government  orientation  that 
enabled  GEICO  to  hit  the  big  time. 
GEICO  is  now  the  nation's  fourth- 
largest  publicly  held  auto  insurer.  It 
has  more  than  2  million  policyholders 
and  some  $479  million  in  annual 
premium  income.  Its  growth  rate  has 
been  about  16%  yearly,  roughly  twice 
that  of  the  rest  of  the  industry. 

GEICO  currently  has  a  3.1%  mar- 
ket share,  but  remember  that  the 
company  has  been  aiming  at  only 
half  the  potential  business— just  those 
occupation  groups  that  meet  its  own 
eligibility  rules.  As  of  mid-Septnin'i(>r, 
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"This  year,  of  course,  everybody  is  turning 
in  glowing  reports.  Bill.  But  mostly  be- 
cause they're  riding  the  upside  of  the 
market.  Next  year,  things  will  get 
tougher  and  many  companies  will 
follow  the  market  back  down.  But  at 
Louisiana-  Pacific,  we've  got  a  few  things 
going  for  us  that  the  others  don't. 

"You  see,  much  of  what  we're  doing  this 
year  won't  really  pay  off  until  '74.  Like 
the  capacity  we're  building  through  sensi- 
ble acquisition  and  internal  expansion. 
Why,  since  January,  we've  upped  our  ply- 
wood capacity  38  percent,  our  lumber 
capacity  has  shot  up  46  percent  and  right 


now,  we  have  about  106  percent  more 
particleboard  capacity. 

"And  at  the  same  time,  we've  locked 
up  new  markets  for  our  products.  Not 
only  on  the  home  front,  but  in  the  grow- 
ing economies  of  the  Pacific  Rim  and  in 
Europe  where  '74  demand  is  projected  to 
be  anything  but  slack. 

"And  this  year,  quite  on  purpose,  we've 
been  cutting  a  lot  of  market  timber.  So,  in 
the  coming  year,  we  can  sensibly  begin  to 
utilize  more  of  our  own  substantial  tim- 
berlands  and  lower  cost  cutting  rights 
and  save  money  in  the  process. 

"When  you  add  it  all  up,  we've  got 


what  it  takes  to  make  the  most  out  of  a 
rough  year.  Because,  if  things  get  tight 
here  at  home  and  production  starts 
dropping  right  along  with  demand,  few 
other  forest  products  companies  will  do 
so  well  as  Louisiana-Pacific.  And  when 
you  can  do  that.  Bill,  you  have  every- 
body running.  Just  to  keep  up." 


Hfi 


Louisiana-Pacific 


Louisiana-Pacific  / 1300  S.W.  Fifth  Avenue 
Portland,  Oregon  97201  /NYSE  Symbol:  LPX 


**Harry,  Louisiana-Pacific  is  giving 
Weyerhaeuser,  Champion  International, 
Georgia-Pacific  and  the  others  a  run  for  their  money. 
And  well  do  it  again  in'74r 
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GEICO  decided  to  sell  to  anybody 
who  could  qualify  as  a  preferred  risk, 
regardless  of  age  or  occupation.  Thus, 
in  one  fell  swoop  GEICO  doubled 
its  potential  market. 

The  decision  wasn't  hastily  made. 
After  seven  months  of  studying 
all  of  the  possible  paths,  the  compa- 
ny's executives  reached  the  conclu- 
sion that— thanks  to  computer  rec- 
ords—they could  now  predict  the  risks 
inherent  in  insuring  a  particular  driver 
based  primarily  on  analysis  of  his  own 
driving  record.  In  the  past,  reliable 
driver  data  was  lacking.  Occupation 
was  a  handy  substitute  which  usually 
correlated  with  potential  risk. 

"In  any  occupation,"  says  Gidden, 
"there  are  both  good  and  bad  risks. 
We  want  a  chance  to  look  at  them, 
select  them  out  and  put  the  good 
ones  in  our  portfolio."  Now,  even  for 
teenagers  seeking  insurance,  Gidden 
says  there's  a  family  driving  history 
that  can  help  to  predict  performance. 

While  GEICO  keeps  its  prices 
down  by  picking  out  good  risks,  it 
keeps  profits  up  by  having  one  of 
the  lowest  expenses  in  the  industry. 
Instead  of  using  commissioned  agents, 
GEICO  relies  heavily  on  direct  mail. 
As  a  result,  where  most  insurers  spend 
about  28  cents  out  of  every  dollar 
they  take  in  on  the  costs  of  doing 
business,  GEICO  gets  by  on  half  that 
amount.  With  low  costs  and  low  risks, 
the  company  hasn't  lost  money  on  un- 
derwriting in  21  years,  while  most  of 
the  industry  experiences  two-  or  three- 
year  cycles  of  boom  and  gloom. 

Without    any    salesmen,    how   will 


Family  Quartet 


GEICO  is  just  the  most  visible  of  a 
family  of  four  Government  Employ- 
ees' companies  whose  combined  as- 
sets should  exceed  $1  billion  this  year. 
When  each  of  the  new  companies  was 
formed,  there  were  rights  offering  to 
GEICO  shareholders— and  as  a  result 
there's  much  common  ownership. 

The  four  are  separately  traded,  but 
they  share  services  and  office  space. 
An  investor  who  bought  100  GEICO 
shares  in  1948,  when  the  stock  was 
going  for  $17.50,  would  now  have  a 
package  worth  over  $500,000,  much 
more  if  he  exercised  his  options  to 
buy  into  each  GEICO  offspring. 

Oldest  of  the  other  compa- 
nies is  Government  Employees  Life 
(GELICO),  which  got  its  start  when 
GEICO's  policyholders  began  ask- 
ing if  they  could  buy  life  insurance 
from  the  company.  GELICO  was  cap- 
italized in  1949  with  $300,000  raised 
from  GEICO  shareholders.  Today  it 
has  over  $1.1  billion  in  insurance  in 


GEICO  make  a  pitch  fornts  expanded 
market?  One  way  will  be  to  rely  on 
its  own  policyholders.  Surveys  show 
that  40%  of  GEICO's  new  customers 
are  people  who  heard  recommenda- 
tions of  the  company  from  friends. 
Slipping  two  "pass-on  cards"  into 
every  mailing  to  its  policyholders  be- 
comes a  powerful  sales  tool.  GEICO 
sends  out  25  million  pieces  of  mail 
annually,  and  almost  one-fourth  of  its 
new  business  comes  back  in  return 
envelopes.  Other  potential  customers— 
who've  been  solicited  by  mail  or  read 
a  GEICO  ad— go  to  one  of  the  com- 
pany's 123  field  offices,  where  they 
see  salaried  sales  representatives. 

The  company  is  now  building  a 
network  of  regional  offices  (a  $12- 
milhon  facility  on  Long  Island,  N.Y. 
opened  in  October)  with  incoming 
phone  lines  manned  by  staffers  with 
direct  computer  access  to  policy  in- 
formation. Regionalization  should  also 
help  GEICO  broaden  its  geographi- 
cal base.  Now  nearly  80%  of  its  busi- 
ness now  is  east  of  the  Mississippi. 

"For  the  short  term,"  according  to 
GEICO's  Chairman  David  Kreeger, 
"the  impact  of  no-fault  on  us  and 
the  rest  of  the  industry  is  very  un- 
certain. If  the  industry  is  hurt,  GEICO 
will  be  hurt  less  than  the  others.  The 
pressure  for  rate  increases  will  be 
building  up  before  we  really  feel  as 
serious  an  impact  as  everybody  else." 

As  one  analyst  sees  it:  "When  all 
the  dust  settles,  you'll  come  up  with 
one  thing:  GEICO  has  the  lowest  dis- 
tribution cost  in  town."  That's  got  to 
be  an  advantage,  no-fault  or  no.   ■ 


force  and  sells  at  a  P/E  of  45,  nearly 
three  times  the  industry  average. 

The  third  family  member  is  Gov- 
ernment Employees  Financial 
(GEFCO),  started  in  1962  to  make 
personal-signature  and  education 
loans.  It  merged  this  year  with  Gov- 
ernment Employees  Corp.  (GECO), 
an  auto,  boat  and  loan  company,  to 
allow  GEICO's  customers  to  get  their 
financing  in  the  same  package. 

The  newest  company  is  Criterion 
Insurance  (CRICO),  which  was 
formed  in  1962.  It  offers  insurance 
for  drivers  who  don't  meet  GEICO's 
low-risk  standards. 

"The  factor  that  binds  all  the  com- 
panies together,"  says  David  Kreeger, 
who  is  chairman  of  each  company, 
"is  management.  One  of  the  philo- 
sophical reasons  for  separating  them 
was  to  separate  the  risk  so  that  we 
wouldn't  be  gambling  GEICO's  sur- 
plus in  businesses  that  we  were  en- 
tering for  the  first  time." 


variety 
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ell  System  offers  you  the 
iervices  your  business  needs. 
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This  is  just  part  of  the  wide  variety  we  offer.    tVC  OCcUT  jfOVl* 

To  discuss  the  thousands  of  possible  combinations  available 
to  you,  call  your  Bell  System  Communications  Consultant. 
U  AT&T  and  your  Bell  Company,  we  know  what  your  business  needs. 


Opportunity  Talks 


Tesoro's  Bob  West  has  talked  money  out  of  banks  and  brokerage 
houses.  Now  he's  trying  his  hand  on  a  sheik. 


The  Middle  East  is  in  turmoil  these 
days,  but  behind  the  scenes,  business 
goes  on  between  East  and  West  much 
as  always.  Just  look  at  what  Robert  V. 
West  Jr.,  52- year-old  creator  and 
chairman  of  San  Antonio's  Tesoro  Pe- 
troleum Corp.,  is  up  to.  He's  up  to 
his  ears  these  days  negotiating  a  deal 
with  an  urmamed  Arab  potentate  for 
a  joint  refining  venture  on  Arab  soil. 

"Opportunistic— that's  the  best  word 
to  describe  this  company,"  says  West 
with  a  grin.  Tesoro  means  treasure  in 
Spanish,  and  that's  what  opportunism 
has  made  of  the  company.  It's  unique 
among  small  oil  companies— balanced 
in  crude  oil  production,  refining  and 
marketing,  and,  in  addition,  is  one  of 
the  fastest-growing  and  most  profit- 
able outfits  in  the  industry. 

A  slender,  restless  man  who  25 
years  ago  threw  over  his  job  at  Rum- 
ble's Baytown  refinery  to  get  himself 
a  Ph.D.  in  chemical  engineering.  West 
got  his  start  as  an  independent  op- 
erator in  the  early  Sixties.  His  then 
boss,  wildcatter  Tom  Shck,  died  in  a 
plane  crash,  and  West  was  able  to 
buy  some  producing  properties  from 
the  estate.  Nobody  was  making  much 
money  on  refining  and  marketing  in 
those  days,  but  West  succeeded  in 
talking  Chicago's  Continental  Illinois 
bank  into  bankrolling  his  acquisition 
of  two  large  but  ailing  U.S.  produc- 
ing, refining  and  marketing  compa- 
nies. Then  in  1968  he  merged  them 
with  his  own  producing  properties  to 
form  Tesoro. 

Continental  Illinois  never  had  any 
reason  to  regret  its  .  decision.  By  the 
end  of  fiscal  1973,  ended  Sept.  30, 
Tesoro  was  earning  about  $20  million, 
or  roughly  $3.70  a  share,  on  $250 
million  in  revenues  for  a  fivefold  gain 
in  earnings  in  precisely  five  years.  By 
1973  in  fact,  Tesoro  was  returning 
20%  on  its  $90  million  in  stockhold- 
ers' equity,  and,  vdth  only  $31  million 
in  debt,  was  doing  so  with  only  a 
modicum  of  leverage. 

Opportunistic  Tesoro  may  be,  but 
smart  is  probably  more  like  it.  Right 
after  Tesoro  was  formed,  West  heard 
that  British  Petroleum  wanted  to 
withdraw  from  its  onshore  crude  oil 
producing  area  in  Trinidad;  the  op- 
eration was  too  small  and  costly  to  be 
attractive  to  an  outfit  the  size  of  BP. 
So  West  went  to  the  Trinidad  gov- 
ernment to  propose  a  50%  joint  ven- 
ture. The  government  leaped  at  the 
idea,  BP  quickly  sold  out,  and  Tesoro 
wound   up   with   a   solid  position   in 


crude.  Better  still,  because  of  its  in 
with  the  Trinidad  authorities,  it  was 
able  to  parlay  itself  into  some  addi- 
tional exploration  rights,  some  with 
giants  like  Texaco  and  Shell. 

In  Indonesia,  around  the  same  time. 
West  turned  up  an  Asamera  Oil  sub- 
sidiary named  Redco  with  explora- 
tion on  Kalimantan  (formerly  Bor- 
neo ) ,  where  the  Dutch  had  recovered 
400  million  barrels  of  oil  before  World 


behind  The  Mask.  Arab  monarchs 
are  quieily  dickering,  not  only  wifh 
Tesoro,  but  with  at  least  one  other 
group,  a  consortium  of  five  indepen- 
dent U.S.  oil  companies.  The  object: 
joint  ventures  in  refining  and,  even- 
tually, in  marketing,  to  absorb 
the  25  %  of  production  (51  %  by 
1 982)  the  producing  countries  own 
and  now  sell  to  the  majors. 


War  II.  The  subsidiary  needed  mon- 
ey, so  West  stepped  in,  and  wound 
up  with  an  interest  in  a  property  that 
has  already  yielded  some  crude.  But 
more  important,  he  also  got  explora- 
tion rights  adjacent  to  the  original 
concession.  "Where  there's  kindling," 
says  West,  "there's  firewood." 

Tesoro's  Indonesian  concession  may 
be  a  long-term  venture,  but  not 
Tesoro's  refinery  at  Kenai,  on  Alaska's 
west  coast.  When  Tesoro  got  there  in 
1969,  Standard  of  California  domi- 
nated the  market,  so  any  new  refiner 
and  marketer  didn't  stand  much  of  a 
chance  to  make  any  money.  But  when 
a  group  of  private  investors  came  to 
West  with  land,  a  refinery  and  a 
crude  oil  contract  and  no  money. 
West  bought  them  out,  figuring  that 
the  way  things  were  shaping  up,  the 
refining  business  was  going  to  have 
to  begin  making  money  some  day 
soon.  "We  held  our  noses  and  went 
underwater  for  a  while,"  West  says. 

Over  Socal's  dead  body,  Tesoro 
priced  its  way  into  the  market  just 
in  time  to  catch  the  upsurge  in  prices 
that  made  refining  a  moneymaker  for 
the  first  time  in  ten  to  12  years.  To- 
day the  Kenai  refinery  is  being  ex- 
panded and  is  shipping  valuable  low- 
sulphvu  oil  to  the  West  Coast. 

So  West  is  sitting  pretty  these  days. 
His  crude  is  located  in  fairly  secure 
areas;  his  drilling  success  ofi^ers  a  rea- 
sonable prospect  of  growth;  and  his 
refining  and  marketing  operations  are 
coining  money.  But  West  is  not  sitting 
still.  Opportunity  has  lifted  her  lo\e- 
ly  face  in  the  form  of  the  Arab  re- 
finery venture. 

The  potentate  already  has  the 
crude  oil,  25%  of  all  his  country  pro- 
duces; but  for  lack  of  refining  and 
marketing  experience,  he  hasn't  built 
any  refineries.  Instead,  he  sells  his 
crude  share  to  the  major  oil  compa- 
nies. So  Bob  West's  joint  refinery  ven- 
ture would  steal  crude  from  the  ma- 
jors and  give  the  Arabs  a  foot  in  the 
door  as  a  marketer.  With  that  in 
mind.  West  has  already  entered  the 
European  market  with  the  piu"chase 
of  a  small  Dutch  oil  distributor. 

Financing  ought  to  be  a  problem, 
but  West  says  it  won't  be.  He  figures 
the  minimum  economic  refinery  size 
these  days  would  be  about  150,000 
barrels  a  day,  costing  between  $250 
million  and  $300  million,  and  he  ex- 
pects the  Arabs  will  find  ways  of 
facilitating  the  financing.  And  why 
shouldn't  they?  Money  isn't  their 
problem.  In\  esting  it  sensibly  is. 

That's  what  Bob  West  means  when 
he  talks  about  "opportunism."  The 
Arabs  have  too  much  oil,  the  prospec- 
tive customers  ha\'e  too  little,  and  to 
West,  two  big  problems  equal  one 
very  big  opportunity.  ■ 
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IVeVe  been  quiet  long  enough. 


We  lease 
more  than  trucks 

We  lease 

peace  of  mind. 


Owning  a  fleet  of  trucks  can  give  you  a  truck  free  of  ciiarge. 
fleet  of  headaches.  But  with  a  Hertz  Truck  full-  The  Hertz  Truck  rental  fleet,  more  than 

service  lease,  we  take  care  of  most  of  the  burdens  12,000  vehicles  strong,  including  strategically 

and  you  get  the  benefits.  located  tractor  pools,  is  at  your  disposal  when 

We  take  repair  bills  off  your  hands  and  you  need  it  for  your  peak  delivery  periods, 
get  the  burdens  of  preventive  maintenance  out  Most  of  your  paperwork  is  done  by  our 

of  your  hair.  At  every  opportunity,  your  trucks  people.  And  they  take  care  of  the  complicated 

undergo  a  mechanical  inspection  which  includes  items  like  the  preparation  of  fuel  tax  reports, 

brakes,  electrical  system  and  tires.  insurance  and  registrations. 

They're  also  cleaned,  inside  and  out.  All  in  all,  we  believe  our  Over-The-Road 

Should  a  truck  need  repairs,  we  have  a  Fleet  Service  Program  makes  us  the  best  in  the 

nationwide  network  of  maintenance  centers  heavy  truck  leasing  industry.  And  in  the  big  truck 

where  they  can  receive  emergency  service.  If  a  business,  doing  business  with  the  best  gives  you 

vehicle  is  disabled,  it's  replaced  with  a  similar  an  important  extra.  Peace  of  mind. 

Hertz  leases  Fords  and  other  sturdy  trucks.  For  further  information  on  Hertz  big  truck  leasing,  write 
Edward H  Blickstein,  Vice  President,  Sales,  Hertz  Trucks,  660  Madison  Avenue,  New  York,  N.  Y.  10021. 

Hertzistig 
inUgTrucks 
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Flynn's  In-- 

—because  the 
Prices  weren't  right 
at  National  Homes. 

At  National  Homes,  Lafayette,  Ind.'s 
.prefabricated  homebuilder,  things  are 
so  bad  these  days  that  just  recently 
the  Price  brothers,  who  founded  the 
company  and  still  control  13%  of  its 
stock,  finally  threw  in  the  towel.  They 
turned  the  company  over  to  61 -year- 
old  Frank  Flynn  Jr.,  president  of  NH's 
mortgage  finance  subsidiary.  "They 
realized,"  says  Flynn,  "it  was  in  their 
best  interest  to  voluntarily  give  some- 
one else  a  chance  to  make  things  turn 
out  right."  Flynn  replaced  George 
Price  as  chief  executive  and  president. 

In  nine  months,  NH  had  lost  over 
$7  million  on  $171  million  in  sales, 
vs.  $5  million  net  on  $163-million 
sales  in  1972.  By  May  the  squeeze 
on  working  capital  was  so  tight  NH 
had  to  pick  up  a  $25-million  credit 
line  to  get  to  the  end  of  the  year. 
"At  the  end  of  six  months,"  says 
Flynn,  "we  had  only  $4.6  million  in 
cash  on  hand,  and  we  faced  addi- 
tional losses  in  the  fourth  quarter, 
plus  possibly  some  write-offs." 

NH  had  clearly  come  down  hard 
since  those  days  a  few  years  ago  when 
the  Price  brothers  were  able  to  dou- 
ble sales  and  triple  earnings  in  only 
three  years  and  NH  common  went 
from  7  to  37  in  less  than  18  months. 
The  sales  gains  have  continued,  but 
the  stock  is  back  to  4.  NH's  earnings 
prospects  are  bleak,  and  the  magic 
is  gone  from  the  concept  of  prefab- 
ricated housing. 

Or  maybe  the  magic  was  never 
there.  As  it  has  turned  out,  economies 
of  scale  in  prefabs  were  lacking  be- 
yond a  certain  point,  and  National, 
Flynn  now  realizes,  failed  to  get  the 
most  out  of  its  product.  For  the  most 
part,  National  concentrated  on  mak- 
ing prefab  homes  for  the  federally 
subsidized  housing  market.  Admits 
Flynn:  "The  Government  has  a  habit 
of  turning  these  programs  on  and  off. 
What  we  should  have  done  was  diver- 
sify into  the  more  stable  middle-in- 
come market." 

So  the  Price  brothers  began  branch- 
ing out  into  things  like  steel  bridges, 
where  they  took  a  beating.  The  com- 
pany also  was  trapped  in  government- 
subsidized,  fixed-price  contracts. 

In  trying  to  straighten  out  the  mess, 
Flynn  has  some  high-powered  help. 
Charles  Winding,  chairman  of  Marine 
Midland  Bank,  has  replaced  James 
Price  as  head  of  NH's  executive  com- 
mittee. He's  welcome:  Flynn  can  use 
all  the  financial  savvy  he  can  get.  ■ 
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Japan's  Brain  Drain 


Frustrated  at  home  by  seniority  and  corporate  bureaucracy,  some  very 
bright  Japanese  have  found  that  the  U.S.  is  still  the  promised  land. 


The  Japanese  may  well  be  the  world's 
best  businessmen,  but  their  system 
does  not  encourage  the  individualistic 
entrepreneur.  This  is  changing  today, 
but  slowly.  One  result  has  been  a 
kind  of  entrepreneurial  brain  drain  to 
the  U.S. 

Forbes'  Judith  Koblentz  and  Mari- 
anne Partridge  traced  and  interviewed 
a  number  of  Japanese  who  left  their 
homeland  and  struck  it  rich  in  the 
U.S.  All  of  them  came  here  as  young 
men,  between  18  and  29;  all  felt 
stultified  at  home. 

A  familiar  tale  in  the  proverbial 
land  of  opportunity?  Yes,  but  with  a 
difference.  Many  of  these  Japanese 
are  not  poor  immigrants,  but  edu- 
cated men.  And  they  made  a  break 
that  is  very  difficult  for  Japanese,  a 
people  that  scorn  nonconformity. 

As  one  of  their  number,  Frank  Ka- 
wabe,  a  law  graduate  of  Japan's  pres- 
tigious Keio  University  and  now  a 
successful  Los  Angeles  businessman, 
told  Forbes:  "I  go  back  to  Japan  to 
visit,  but  I  could  never  return  there 
to  live." 

Below  are  the  stories  of  half-a-doz- 
en Japanese  who  came  here  cold  and 
hit  it  rich: 

The  Window-Shopper 

Masayoshi  (Timothy)  Ikeda  was 
24  when  he  left  Japan  in  1960  after 
studying  economics  at  Rikkio  Univer- 
sity in  Tokyo.  "At  that  time,"  recaBs 
Ikeda,  a  charming  37-year-old  bach- 
elor with  a  pronounced  Japanese  ac- 
cent, "the  Japanese  government 
[through  currency  restrictions]  effec- 
tively prohibited  travel  by  tourists, 
and  only  businessmen  and  students 
could  get  foreign  currency."  Ikeda 
tricked  his  way  out. 

Ikeda  arrived  in  New  York  in  1962 
with  neither  friends  nor  money.  He 
became  a  dishwasher  and  floor  sweep- 
er in  ^he  Saito  Japanese  restaurant. 
"My  hobby  was  window-shopping.  I 
didn't  have  the  money  to  spare  on 
cabs  or  subways,  so  I  walked  a  lot 
and  became  familiar  with  the  city. 

"One  day  a  Japanese  couple  stopped 
me  in  the  street  and  asked  me  to  buy 
diamonds  for  them."  Ikeda  took  them 
to  the  diamond  district.  After  the  sale, 
the  salesman  gave  him  $10  and  prom- 
ised Ikeda  a  10%  commission  on  any 
future  business  he  brought  in. 

Ikeda  cultivated  friendships  with 
people  in  hotels,  travel  agencies  and 
airlines  and  got  the  names  of  visiting 
Japanese.  They  were  surprised  at  how 
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Kawabe 


much  cheaper  diamonds  were  in  New 
York  than  in  Japan.  As  the  tide  of 
Japanese  tourists  and  businessmen 
mounted,  Ikeda  went  into  the  dia- 
mond business  for  himself.  In  1968, 
when  he  was  32,  Tim  Ikeda  was 
earning  $50,000  a  year.  Then  he 
pulled  his  big  coup. 

It  was  the  year  of  the  Olympic 
Games  in  Mexico  City.  Ikeda  decided 
to  gamble  on  two  things:  The  Japanese 


Ikeda 


would  flock  there,  and  they  would 
want  to  buy  opals,  their  favorite 
stone,  which  is  abundant  in  Mexico. 

Ikeda  liquidated  everything  and 
invested  the  proceeds— $100,000— in 
opals.  In  Mexico  he  unloaded  several 
million  dollars  worth  at  a  good  prof- 
it. He  says  his  $100,000  became  $1 
million  in  just  12  days. 

With  this  capital  Ikeda  went  into 
the  diamond-wholesaling  business, 
and  now  claims  to  be  doing  $12  mil-  I 
lion  a  year  in  volume.  He  also  went 
into  international  freight-forwarding, 
and  now  owns  three  warehouses  in 
New  York  and  facilities  in  Los  An- 
geles, San  Francisco  and  Honolulu. 
These  now  have  revenues  of  about 
$7.2  million  a  year. 

Ikeda  puts  in  an  18-hour  day,  and 
says  that  one  reason  he  is  moving  his 
Ikeda  International  Corp.  to  the  100th 
floor  of  New  York's  World  Trade  Cen- 
ter is  so  he  can  enjoy  the  night  view. 

"My  purpose  is  not  just  making 
money,"  says  Ikeda,  "but  doing  some- 
thing new  on  my  own.  This  is  very 
hard  to  do  in  Japan." 

Cheap  but  Distinctive 

Noboru  Sato  was  26  when  he 
came  to  UCLA  to  study  economics  in 
1951.  He  wanted  to  see  the  U.S.  and 
then  return  to  Japan.  But  he  changed 
his  mind  when  he  saw  how  Japanese 
life-styles  were  beginning  to  influence 
American  tastes.  He  decided  there 
was    a    good   market   for    cheap    but 


3^>irar^j^ 


The  Safo  Brothers 


distinctive  oriental  merchandise.  He 
scraped  up  $2,000  and  in  1956  opened 
his  first  Azuma  store  on  Lexington 
Avenue  in  Manhattan.  Later  Sato  ex- 
tended his  line  to  include  cheap  handi- 
craft products  from  all  over  the  v^^orld. 
Azuma  claims  to  have  started  the 
craze  for  cheap  inflatable  chairs  with 
the    $75    job    Sato    imported    from 


Yamano 


France  in  1969.  A  recent  featured 
product  was  a  Moroccan  bird  cage 
made  of  wicker  for  $25. 

Shortly  after  he  started,  Noboru 
was  joined  by  his  brother  Makoto  and 
then  by  two  other  brothers,  Minoru 
and  Akira.  There  now  are  seven  Azu- 
ma stores,  all  in  New  York  City,  and 
Sato  claims  they  are  grossing  $7  mil- 
lion a  year,  netting  $700,000. 

The  four  brothers  have  retained 
much  of  the  traditional  Japanese  way 
of  doing  business.  Noboru,  the  eld- 
est brother,  runs  the  show  and  the 
other  brothers  rank  in  order  of  age. 

"We  think  many  times  of  going 
public,"  Makoto,  No.  Two  brother,  ad- 
mits, "but  Noboru  thinks  it  is  still  too 
early.  We  have  had  offers  for  joint 
ventures,  and  many  people  have  asked 
us  for  franchises,  but  Noboru  in  the 
past  refused.  We  don't  want  to  bor- 
row money  from  banks,  and  have  ex- 
panded mainly  with  our  own  capital. 
It  may  be  slow,  but  it  is  more  secure." 

The  Beauty  of  Cash 

Masayoshi  (Mike)  Yamano  comes 
from  a  wealthy  family  in  Japan  which 
owns  a  $10-million  beauty  college, 
salon  and  cosmetics  business.  In  1955 
at  the  age  of  18  he  came  to  UCLA 
to  study.  He  quit  after  ten  days  be- 
cause of  troubles  with  the  English 
language. 

Like  many  another  man  at  loose 
ends,  Mike  Yamano  became  a  life  in- 
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surance  salesman,  selling  chiefly  to 
Japanese  businessmen  in  the  U.S.  Ya- 
mano became  one  of  Mutual  of  New 
York's  top  salesmen  after  only  three 
months  in  the  business. 

Then  Yamano  branched  out.  He 
opened  a  Los  Angeles  branch  for  his 
family's  beauty  college  and  Yamano 
Hair  Fashions  beauty  salon  in  Bever- 
ly Hills.  He  also  began  pushing  the 
concept  of  his  "anticredit"  card.  "Peo- 
ple who  pay  cash  are  gypped  on  the 
2%  to  7%  margins  paid  to  the  credit 
card  companies,"  says  Yamano,  "so  I 
felt  the  cash  buyer  should  get  ade- 
quate compensation."  For  a  $25  mem- 
bership fee  and  $10  a  year,  members 
in  his  United  International  Club  get  a 
card  which  entitles  them  to  discounts 
for  cash  at  member  stores,  mostly  in 
Los  Angeles  and  Tokyo.  So  far  his  op- 
eration has  generated  only  $600,000 
in  revenues  a  year  and  a  $90,000 
loss  to  date. 

Far  from  discouraged,  Yamano  is 
also  involved  in  four  other  projects, 
including  representing  swimmer  Maik 
Spitz  in  marketing  products  in  Japan. 
Meanwhile,  he  says,  he  still  collects 
$18,000  a  year  from  his  original  in- 
surance business,  on  which  he  spends 
exactly  ten  days  a  year. 

"If  I  had  one  job  and  had  to  sit  in 
an  oflSce  and  dictate  to  a  secretary  for 
eight  hours  each  day,  I  would  not 
be  nearly  as  happy  a  man  as  I  am 
now,"  says  Yamano. 
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Continental  lelephone 
grows  where  the  action  is. 

Five  years  ago  there  were  14,000  students  at  Northern  Illinois  University. 
Today  there  are  23,000.  That's  action.  And  that's  Continental  territory. 


DeKalb,  Illinois,  located  50  miles 
west  of  Chicago,  is  a  major  university 
town  surrounded  by  a  thriving  rural  area. 
Growing  all  the  time. 

With  a  60%  increase  in  N.I.U.  enroll- 
ment over  the  past  five  years,  DeKalb  has 
had  to  meet  new  and  challenging 
demands.  And  so  has  its  telephone  com- 
pany, Continental. 

Continental  now  serves  the  personal 
and  business  needs  of  people  in  41  states. 
Growing  as  their  communities  grow. 


When  local  telephone  companies 
join  us,  we  update  equipment.  Expand 
facilities.  Better  service  creates  more 
customers  and  more  phone  usage. 

In  only  12  years,  we  have  gone  from 
a  $1.5  million  to  a  $1.7  billion  company 
That  makes  us  the  fastest-growing  tele- 
phone system  in  the  United  States. 

Like  to  read  success  stories?  Just 
write  for  our  Annual  Report,   s     \ 

E 

Continental  Telephone  Corporation 

PC  Box400.  Dept  D,  Merrifield.Va.  22116 
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Whcifsbetfer 
them  cm  ounce  of 
l>reveiition? 

Well,  on  the  job  it  can  be  several 
ounces  or  even  a  pound  or  two.  In  such 
accident-prevention  equipment  as  hard 
hats,  safety  glasses,  hearing  protectors 
and  respirators. 

Textron's  Welsh  Division  is  an 
important  supplier  of  safety  equipment 
to  America's  workers  and  employers. 
And  because  of  the  growing  concern  about  personal  safety — 
especially  since  the  Occupational  Safety  and  Health  Act  of  1970 — 
Welsh  has  responded  to  the  growing  demand  with  innovative 
safety  equipment. 

As  the  market  for  occupational  safety  aids  grows,  so  grows 
the  market  in  home-safety  products.  As  the  total  concern  for  safety 
grows,  so  our  Welsh  Division  grows, 

Textron  provides  all  of  its  35  Divisions  with  financing  and 
helps  with  forward  planning  in  a  variety  of  markets — consumer, 
aerospace,  industrial,  metal  product  and  creative  capital, 

fBctron. 

The  healthy  combination. 


textron  Providence.  Rhode  Island  02903 


Aoki 


Un-Japanese  Food 

Hiroaki  (Rocky)  Aoki  came  to  the 
U.S.  14  years  ago  with  a  Japanese 
wresthng  team  and  has  been  here  ever 
since.  He  started  out  seUing  ice  cream 
in  Harlem  from  a  rented  truck. 

With  the  profits  and  another  bor- 
rowed $20,000,  he  opened  his  first 
Benihana  (meaning  red  flower)  res- 
taurant in  New  York.  The  gimmicky 
Benihana  made  a  splash  amidst  Man- 
hattan's armies  of  specialty  restau- 
rants because  it  served  food  adapted 
to  American  tastes,  but  in  what  many 
Americans  think  is  a  Japanese  atmos- 
phere. Benihana  offers  only  three 
menu  choices.  There  are  no  kitchens; 
all  cooking  is  done  at  the  tables,  which 
cuts  down  on  equipment  and  staff  and 
allows  more  customer  seating. 

There    are   now    18    Benihanas    be- 


Nomaguchi 


tween  Boston  and  San  Francisco. 

Unlike  most  of  the  Japanese  who 
have  made  it  here,  Aoki  has  shed 
many  of  the  traditions.  The  35-year- 
old  Aoki  sports  mod  garb  and  a 
$12,000  star  sapphire  ring.  He  owns 
four  Rolls-Royces,  two  Bentleys  and  a 
$350,000  estate  in  New  Jersey.  He 
has  started  a  side  business  of  buying 
used  Rollses  in  London  and  shipping 
them  to  Japan.  "The  Japanese  today 
have  a  lot  of  money  to  spend, "  he 
says,  "and  they  buy  the  best." 

The  Chick-  Yaki  King 

In  1961,  two  years  after  graduat- 
ing with  an  economics  degree  from 
Seido  University,  Yoji  Nomaguchi 
went  to  Honolulu  to  study  hotel  man- 
agement. "I  saw  I  could  never  own 
my  own  hotel,  't  would  take  too  long," 
says  the  35-year-old  Nomaguchi.  "So 
I  decided  to  change  my  life  plan,  and 
my  new  goal  was  to  own  a  restaurant." 

He  came  to  New  York  in  the  mid- 
1960s  to  manage  the  restaurants  in 
Japan's  pavilion  at  the  World's  Fair. 
He  saw  the  popularity  of  the  Japanese 
dish  chick-yaki,  a  skewered  open-pit 
dish  like  shish  kebab.  Convinced  it 
would  make  a  successful  restau- 
rant idea,  he  asked  his  father,  an  of- 
fice worker  in  Japan,  for  a  loan.  "When 
I  told  my  fattier  my  plans,"  says  No- 
maguchi, "he  thought  I  was  crazy." 
But  his  father  did  call  all  the  relatives 
together  and  scraped  up  $30,000. 

"My  next  problem,"  recalls  Noma- 
guchi, "was  getting  the  money  out  of 
Japan.  At  that  time  the  government 
didn't  want  U.S.  dollars  leaving  the 
country. "  He  convinced  Japanese  of- 
ficials that  he  would  import  $30,000 
worth  of  saki  and  soy  sauce  for  his 
restaurants  in  ten  years.  "Now,"  he 
says  ruefully,  "they  are  throwing  dol- 
lars away  in  handfuls." 

Through  government  friends,  No- 
maguchi managed  to  get  to  New  York, 
and  in  1966  opened  his  first  restau- 
rant, cafeteria  style.  Why  cafeteria 
style?  Because  a  cafeteria  had  been 
there,  and  Nomaguchi  couldn't  afford 
to  change  the  layout.  "I  put  the  cooks 
in  the  window,  and  we  were  pulling 
them  in  off  the  streets.  In  less  than 
six  months  I  had  made  back  my 
$30,000  investment,  but  kept  it  a  se- 
cret from  my  family  because  I  want- 
ed to  reinvest  it." 

Nomaguchi's  Japan  Restaurants  As- 
sociates now  has  five  franchisees  plus 
six  owned  units,  all  in  the  New  York 
City  area.  The  company  last  year  had 
revenues  of  $4.5  million. 

Last  year  Nomaguchi  opened  two 
restaurants  in  Japan:  an  English  pub 
and  an  American  coffee  shop.  He  is 
in  a  joint  fast-food  venture  in  Southern 
California  and  is  experimenting  with 
chick-yaki  there. 
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Numano 


Nomaguchi  claims  to  be  worth  $5 
million.  He  commutes  regularly  be- 
tween his  homes  in  Japan,  California 
and  New  York.  "I  could  live  any- 
where, and  where  I  can  make  the  most 
money  is  the  place  to  live.  Maybe  I 
go  to  New  Zealand  or  South  Amer- 
ica. I  don't  care  where  I  die." 

Thanks,  I'll  Wait 

Take  Numano,  38,  is  only  worth 
half  a  million  dollars,  but  his  five- 
year-old  saki  and  plum  wine  import- 
ing business  is  just  getting  started. 
He  came  to  the  U.S.  in  1963  to  open 
an  office  for  Morozoff,  a  Japanese 
maker  of  vodka,  gin  and  liqueurs. 
When  the  parent  company  ran  into 
hard  times,  Numano  offered  $50,000 
for  the  name  and  importing  rights. 

To  get  the  necessary  money,  he 
borrowed  from  a  bank  and  later  sold 
to  Japanese  suppliers  36%  of  the  stock 
in  Numano  International.  The  compa- 
ny is  now  the  largest  importer  of  Japa- 
nese saki  and  plum  wine  into  the  U.S. 
Last  year  revenues  were  $1.2  million 
and  this  year  will  be  $1.7  million. 

He  says  that  three  years  ago  Liggett 
&  Myers  offered  $150,000  plus  the 
book  value  of  the  assets  for  the  com- 
pany, and  that  last  year  another  L&M 
subsidiary  doubled  the  offer.  But  Nu- 
mano won't  sell.  He  feels  it  is  his 
ovvTi  company  and  he  doesn't  want  to 
give  that  independence  up.  Instead, 
he  worked  a  deal  with  L&M  to  export 
such  L&M  brands  as  Wild  Turkey 
bourbon  to  Japan.  Says  Numano,  "I 
don't  want  $20,000  now,  I  want  $2 
million  later."  ■ 
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The  Companies  of  Citicorp*  j 


If  a  company  needs  world-wide 

connections,  they'll  feel  right  at  home  with 
Citicorp  International  Bank  Limited.  From  its 
headquarters  in  London,  this  merchant  bank 
has  a  direct  line  to  the  growing  money  markets 
in  Europe  and  the  world.  QBL  has  the  capacity 
to  serve  the  needs  of  multinational  companies— 
everything  from  international  loans  to 
investment  banking  services. 


So  often,  the  secret  of  success  is  ver\i  f- 
simple.  It  is  a  principle  which  seems  '• 
to  give  form  and  direction  to  a  com- ' 
plex  organization. 

We  believe  there  is  a  simple  ideal  "^ 
like  that  behind  the  growth  of  First  ^ 
National  City  Corporation. 

To  grow,  go  where  people  need 's 
you. 

In  the  case  of  Citicorp,  we  gc 
where  people  need  financial 
services. 

Maybe  the  place  is  Puerto  Rico, 
where  construction  lending  is 
needed  for  commercial  and  residen- 
tial development.  Maybe  the  place 
is  Mexico,  where  irrigation  and 
waterworks  are  in  demand.  Mayb 
the  place  is  Manila,  where  a  small 
manufacturer  requires  help  in  start- 


SUBSIDIARY  COMPANIES  OF  CITICORP! 

ADVANCE  MORTGAGE  CORPORATION. 

A  leading  originator  and  servicer  of  resi- 
dential and  commercial  mortgages  for 
hundreds  of  institutional  investors. 

CITICORP  INTERNATIONAL  BANK  LIMITED. 

A  new  world-wide  merchant  bank,  head- 
quartered in  London,  and  involved  in 
syndication  of  international  loans,  under- 
writing and  distribution  of  Eurobonds, 
merger/acquisition,  and  other  investment 
banking  activities.  ^. 

CITICORP  COMMUNITY 
DEVELOPMENT,  INC. 

Equity  investments,  loans  and  technical 
assistance  for  low  and  middle  income 
housing  and  related  facilities  in  N.Y.  City. 

CITICORP  LEASING,  INC.  and  CITICORP 
LEASING  INTERNATIONAL,  INC. 

The  world's  largest  leasing  organization, 
able  to  handle  almost  any  equipment  leas-  i 
ing  transaction. 

CITICORP  REALTY  CONSULTANTS,  INC. 

Provides  a  broad  range  of  real  estate  ap- 
praisal and  project  planning  services. 

CITICORP  SERVICES,  INC. 

Makes  First  National  City  Travelers 
Checks  available  to  users  around  the 
world  through  tens  of  thousands  of  banks. 
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oking  for  ways  to  grow  by  finding  ways  to  serve. 


ng  a  wholly  new  kind  of  business, 
vhich  will  help  diversify  the  industry 
)f  the  Philippines. 

Opportunities  like  this  happen 
or  Citicorp  Companies  every  day  in 
ill  parts  of  the  world.  If  you  look  at 
he  Citicorp  Companies  on  this 
Dage,  you  will  get  an  idea  of  how  far- 
eaching  our  services  are. 

Tomorrow  Citicorp  will  be  big- 
ger and  in  more  places.  Why?  Be- 
ause  progress  has  a  way  of  begetting 
progress,  and  useful  service  has  a 
vay  of  bringing  growth. 

We  are  on  the  move.  Our  mis- 
iion  is  to  grow  by  providing  financial 
iervices  that  meet  the  real  needs  of 
people,  communities,  and  busi- 
lesses  throughout  the  U.S.  and 
iround  the  world. 


:iTICORP  FACTORS,  INC. 

'rovides  business  with  full  credit  protec- 
ion  and  collection  services  as  well  as  work- 
ng  capital  through  accounts  receivable 
inancing  and  factoring. 

CITICORP  VENTURE  CAPITAL  LTD. 

Provides  long-term  equity  financing  to 
growing  businesses  around  the  world. 

CRESAP,  Mccormick  and  paget  inc. 

Performs  management  consulting  services 
for  commerce,  industry  and  the  public 
sector,  world-wide. 

NATIONWIDE  FINANCIAL  SERVICES 
:X)RPORATION. 

Serves  consumers  directly  and  through 
etailers  from  coast  to  coast. 

TRANSACTION  TECHNOLOGY  INC. 

^.  veloper  of  advanced  systems  for  the 
riayment  mechanisms  of  the  future. 

And 

fFIRST  NATIONAL  GTY  BANK. 

ibank  is  one  of  the  worlds  leading 
lies  with  branches,  subsidiaries  and  af- 
itesin  94  countries. 


When  a  company  Is  cash  flow  is     |) 
squeezed  because  of  uncollected 

bills,  Citicorp  Factors  can  get  business  flowing 
smoothly  again,  without  disturbing  delicate  cus- 
tomer relationships.  Today,  a  significant  part  ot 
Citicorp  Factors'  services  are  being  used  in  the 
growing  market  of  small  and  middle-size  busi- 
nesses. They  grow,  we  grow. 


FIRST  NATIONAL  CITY  CORPORATION 


399  Park  Avenue,  New  York,  N.T.  10022 


The  Tortoise 


While  many  of  the  swift  have  dropped  from  the  race, 

Gurdon  Wattles'  Eltra  Corp.  moves  steadily  toward  the  finish  line. 


It  was  back  when  Jimmy  Ling  was 
still  doing  electrical  contracting  and 
Eugene  Klein  was  still  selling  used 
cars.  It  was  long  before  the  term  con- 
glomerate became  fashionable.  In  the 
early  Fifties  a  slightly  built,  public- 
ity-shunning Yale  man  named  Gurdon 
Wattles  was  putting  companies  to- 
gether and  taking  them  apart  in  much 
the  same  way  that  the  flamboyant 
conglomerators  later  did.  But  quietly. 

Today,  at  71,  Wattles  is  still  going 
strong.  His  rumpled  clothes  belie  the 
fact  that  he  is  a  multimillionaire.  His 
shy  manner  masks  a  sharp  financial 
brain.  After  the  self-styled  geniuses 
are  gone.  Wattles'  Eltra  Corp.  stands 
as  a  monument  to  financial  strength 
and  sound  management. 

Wattles'  basic  technique  was  very 
simple.  He  would  acquire  companies 
for  their  cheap  assets,  shrink  the  com- 
pany down  to  profitable  size,  and  then 
use  the  freed-up  capital  to  buy  more 
cheap  assets.  No  wild  use  of  leverage. 
No  fancy  capital  structures. 

The  end  product  is  Eltra,  a  con- 
glomerate, but  unlike  many  other 
conglomerates.  It  has  $390  million  in 
assets  and  just  $16  million  in  long- 
term  debt.  It  makes  printing  equip- 
ment, automobile  parts,  tennis  shoes 
and  many  other  things.  It  is  the  end 
product  of  a  long  acquisition  process, 
starting  with  a  small  cigar  company 
nearly  a  quarter-century  ago  and  go- 
ing on  to  the  venerable  Mergenthaler 
Linotype  Co.  The  culminating  acquisi- 
tion was  Electric  Auto-Lite  in  1963. 
Wattles  controls  it  aU  through  a  hold- 
ing company,  American  Manufactur- 
ing Co.,  an  Amex  listing  which  itself 
had  been  one  of  his  early  acquisitions. 

Unlike  many  conglomerators,  past 
and  present,  Wattles  did  not  scorn 
business  as  such.  Eltra's  earnings  per 
share— with  benefit  of  only  one  major 
acquisition  after  1963— more  than 
trebled  between  1963  and  1972.  For 
the  first  three  quarters  of  the  1973 
fiscal  year,  sales  were  up  18%  and 
earnings  per  share  31%;  return  on 
equity  this  year  should  approach  14% 
—a  fine  showing  for  a  company  that 
has  almost  no  capital  leverage. 

After  years  of  acquiring  and  merg- 
ing and  pruning  and  fussing.  Wattles 
says  he  has  the  product  lines  he 
wants,  and  he  is  looking  more  at 
growth  potential  in  existing  lines  than 
asset  acquisition.  In  short,  he  is  now 
interested  more  in  business  than  in 
finance.  "We  have  refined  the  areas 
in  which  we  want  to  grow  to  a  con- 


siderable extent,"  he  says.  "Without 
eliminating  the  potentiality  of  a  major 
acquisition,  we  are  now  dedicated  to 
those  that  fit  into  and  broaden  our 
particular  areas  of  operation." 

A  strong  sign  of  the  company's 
commitment  to  internal  growth  was 
the  arrival  of  Richard  B.  Loynd  in 
1971  as  executive  vice  president  for 
operations.  Long  schooled  in  the  op- 
erating styles  of  both  Lincoln  Electric 
and  Emerson  Electric,  with  their 
heavy  stress  on  contingency  planning, 
Loynd,  45,  has  brought  a  new  em- 
phasis on  budgeting,  planning  and 
monitoring  of  results. 

Each  division  has  a  carefully  laid- 
out  attack  on  specific  new  markets, 
new  products  and  new  customers.  "If 
you  are  really  doing  the  job,"  says 
Loynd,  "when  soft  times  come,  any 
sale  you  make  to  those  three  is  a  plus. 
Don't  talk  about  business  being  off. 
You're  talking  about  old  business. 
What  about  yoiir  new  opportunities?" 

Eltra's  largest  product-line  classifi- 
cation is  electrical  products,  which 
account  for  50%  of  sales  and  net  in- 
come, and  showed  a  sales  growth  of 
15%  in  1973— all  internally  generated. 
This  includes  Prestolite,  which  grew 
out  of  the  original  Auto-Lite  Co. 
(Wattles  sold  Auto-Lite's  trade  name, 
distribution  organization  and  its  big- 
gest battery  and  spark  plug  plants  to 
Ford  in  1961.) 

The  second  half  of  the  original 
Eltra  merger  was  Mergenthaler,  the 
world's  largest  maker  of  typesetting 
equipment.  Almost  the  entire  product 
line  and  engineering  technology  has 
changed  in  the  last  ten  years  from 
heavy  mechanical  equipment— hot 
type— to  what  is  essentially  computer 
and  photoelectronic  typesetting  sys- 
tems—cold type.  With  1973  sales  of 
around  $90  million,  over  60%  of  the 
division's  U.S.  sales  came  from  prod- 
ucts not  in  existence  five  years  ago. 

The  newest  and  most  bizarre  of 
the  acquisitions  for  the  company  was 
Converse  Rubber  Co.,  acquired  in 
October  1971  for  $17.5  million  cash. 
In  July  1972  Eltra  added,  for  $11 
million  cash,  the  inventories  of  the 
B.F.  Goodrich  footwear  division.  Not 
for  Wattles  complicated  exchanges  of 
stock,  which  dilute  equity  and  cause 
future  headaches.  "We  had  the  cash, 
so  we  paid  cash,"  he  says.  "Our  stock 
is  expensive  to  give  away."  Converse 
was  Eltra's  first  move  into  consumer 
products,  "We  wouldn't  have  dared 
touch  it  if  Converse  hadn't  had  an 
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Gurdon  Wattles  left  Yale  just  ahead 
of  Time  Inc/s  Henry  Luce,  often 
did  Time's  deals  through  White 
Weld.  One  coup:  Time's  $225-mil- 
lion  sale  of  Houston  Oil  to  Atlantic  Re- 
fining. In  1947  he  went  on  his  own. 


excellent  marketing  organization  al- 
ready in  place,"  says  Wattles. 

What  Eltra  already  had  which  it 
thought  it  could  apply  to  tennis  shoes 
was  manufacturing.  Joseph  A.  Keller, 
55,  president,  who  originally  started 
with  Mergenthaler  in  1955,  puts  it  in 
these  terms:  "We  think  we  are  quite 
skilled  at  operating  to  low-cost  levels 
and  generating  plans  to  develop  phys- 
ical facilities  to  make  things."  When 
Eltra  leased  Goodrich's  modern  Lum- 
berton,  N.C.  plant,  it  was  turning  out 
7  million  pairs  of  sneakers  a  year.  Out- 
put has  now  reached  10  million,  and 
the  goal  is  13  million. 

Eltra  is  adding  900,000  square  feet 
of  manufacturing  capacity  in  nine 
new  plants,  which  could  mean  $100 
million  more  in  sales,  the  bulk  of  it 
within  two  years.  That  means,  con- 
servatively, that  Eltra  could  reach 
$750  million  in  sales  by  1975  (1973: 
about  $665  million).  On  Eltra's  rela- 
tively small  capitalization,  this  could 
produce  handsome  profits— just  how 
handsome,  of  course,  depending  on 
the  economic  environment. 

In  the  conglomerate  game,  count 
Eltra  as  the  tortoise,  not  the  hare.   ■ 
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Hey,  WB.  Doner! 


Some  of  the  most  important  executives  you  know  run  these  companies: 

Allied  Supermarkets,  Inc.  Hershey  Foods  Corp. 

Baltimore  Gas  &  Electric  Co.  (Delmonico  Foods  Inc.) 

Control  Data  Corp.  Hygrade  Food  Products  Corp. 

(Commercial  Credit  Co.)  Maryland  Cup  Co. 

DaycoCorp.  (Sweetheart  Cup,  Inc.) 

(Cadillac  Plastic  &  Chemical  Co.)  Merck  &  Co.,  Inc. 

Dow  Chemical  Co.  (Calgon  Corp.) 

Hearst  Corp.  National  Brewing  Co. 

(The  News  American,  WBAL  Radio)        Sonesta  International  Hotels  Corp. 
Hercules,  Inc.  (Doxsee  Food  Corp.) 

U.S.  Shoe  Corp. 
(Wm.Hahn&Co.) 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  IVIorgan:* 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 


Magazine                                                  No. 

% 

FORBES                                                       96 

67.6 

Business  Week                                          88 

62.0 

Time                                                        81 

57.0 

Fortune                                                      68 

47.9 

Newsweek                                                  47 

33.1 

U.S.  News  &  World  Report                        30 

21.1 

None  specified                                           3 

2.1 

QUESTION  2:   If  you  have  checked  more  than  two  of  the  above 

magazines,  which  two 

most  thoroughly? 

Business  Week                                         59 

41.5 

Time                                                           57 

40.1 

FORBES                                                     50 

35.2 

Fortune                                                      30 

21.1 

Newsweek                                                  27 

19.0 

U.S.  News  &  World  Report                         11 

7.7 

Not  stated                                                  11 

7.7 

Now  it's  likely  that  all  the  officers  of  these  important  W.  B.  Doner  clients  receive  all  six  of  these  magazine's 
regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if^on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  executives, 
don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a  convincing 
assortment? 

Forbes  readers  don't  just  own  American  business. 

They  run  it.  Forbes  knows. 

*Seven  cut  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  January  and 
February  1973  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  W.  B.  Doner  clients  (or 
their  parents)  reporting  annual  revenues  of  $100  million  or  more  (excluding  banks  and  insurance  companies).  Of  a  net 
mailing  to  197  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and  comp- 
trollers), 142  or  72.1%  responded. 


Missing  tiie  Bust  IVIinimizes  tlie  Boom 

Which  is  why  American  Cyanamid  isn't  showing  the  kind  of 
earnings  gains  other  chemical  companies  are. 


Siverd  of  Cyanamid 


The  trouble  with  cycles,  as  CliflF 
Siverd  can  tell  you,  is  that  they  go 
both  ways.  He  is  chairman  of  Wayne, 
N.J.'s  American  Cyanamid.  With  its 
big  stake  in  pharmaceuticals  and 
other  diversifications,  Cyanamid  out- 
performed most  of  its  colleagues  in 
the  chemical  industry  when  the 
chemical  cycle  turned  down  in  the 
late  Sixties.  But  now  that  the  cycle 
has  swung  upward,  Siverd  and  Cy- 
anamid in  turn  have  been  left  be- 
hind. Cyanamid  is  still  having  the 
biggest  and  best  year  in  its  history, 
but  the  pure  chemical  companies 
among  its  competitors  are  having  big- 
ger and  better  ones. 

As  against  Cyanamid's  nine-month 
income  gain  of  10%  (16%  if  you  ex- 
clude a  1972  capital  gain)  Dow  was 
up  46%,  Hercules  25%,  Rohm  &  Haas 
44%,  du  Pont  43%.  At  a  time  when 
du  Pont,  Hercules  and  Dow  are  sell- 
ing at  16,  16  and  21  times  earnings, 
respectively,  Cyanamid  is  selling  at  a 
niggardly  ten. 

The  market  has  its  reasons,  which 
deserve  being  listened  to  whether 
you  agree  with  them  or  not.  Back  in 
1970,  having  piled  up  an  impressive 
track  record  with  diversification's  into 
building  materials,  shampoos  and 
drugs,  Siverd  moved  on  into  land  de- 
velopment in  the  Southeast  with  the 
acquisition  of  Charlotte,  N.C.'s  Ervin 
Industries  for  $15  million.  The  hous- 
ing boom  was  just  gathering  steam, 
so  Ervin  looked  like  a  good  bet.  But 
it  wasn't.  Ervin  tried  to  cash  in  on 
the  apartment  boom  without  knowing 


how  to  go  about  it.  It  overran  costs 
and  underestimated  the  risks  in  guar- 
anteeing occupancy  rates  of  apart- 
ment developments  to  buyers.  This 
year  Ervin  has  plunged  $9.3  million  in- 
to the  red.  "It  got  too  big  too  fast," 
Siverd  says  bluntly.  Siverd  has  cleaned 
house  now  and  written  oflF  the  losses 
to  the  tune  of  14  cents  a  share,  but 
he's  not  sure  where  to  go  next  with 
what  he  thinks  may  have  been  a 
good  idea  whose  time  has  passed.  "I 
don't  know,"  he  says,  "whether  to 
hold  it  where  it  is,  expand  it  or  spin 
it  off." 

Ervin  aside,  Cyanamid's  nonchemi- 
cal  businesses— building  and  consumer 
products  (32%  of  safles)  and  medical 
products  (20%)— have  been  distinctly 
sluggish  in  recent  years.  These  were 
the  very  businesses  that  kept  Cyan- 
amid steady  when  most  chemical  com- 
panies were  in  the  dumps.  This  year 
Cyanamid's  nonchemical  businesses— 
Ervin  aside— are  up  nicely:  nine-month 
earnings  rose  16%  on  a  modest  5% 
increase  in  sales.  But  the  fact  is  that 
Cyanamid's  carefully  collected  non- 
chemical  businesses,  though  they  are 
still  good  businesses,  simply  don't 
have  the  dynamism  that  chemicals 
have  these  days. 

The  medical  business,  for  example, 
principally  the  Lederle  ethical  drug 
house,  hasn't  grown  much  in  recent 
years;  in  fact  it  earned  less  last  year 
than  it  did  in  1968.  Price  erosion  in 
Lederle's  principal  products,  tetra- 
cycline antibiotics  like  Aureomycin, 
Siverd  figures,  has  cost  Cyanamid 
$100  million  to  $120  million  in  profits 
over  the  past  few  years.  "They're 
damn  near  generics  today,"  he  com- 
plains. Siverd  was  counting  on  Led- 
erle's two-year-old  antibiotic  Minocin 
to  sustain  the  group's  momentum;  but 
while  it  has  had  an  intensive  promo- 


What's  in  a  Name? 


A  fan  is  a  fan,  and  ink  is  ink— no  matter 
what  fancy  names  you  put  on  them. 


You  HAVE  to  hand  it  to  Michael 
Dingman:  He  really  knows  how  to 
dress  up  a  company.  And  he's  no 
mere  cosmetician  either.  He  realizes 
that  often  you  have  to  work  on  the 
fundamentals  first— before  you  try  to 
make  the  new  structure  look  alluring. 
Dingman,  now  42,  a  tall  man  with 
thinning  hair,  left  Wall  Street's  Bum- 
ham  &  Co.  back  in  1970  to  take  over 
as  president  and  chief  executive  of 
Equity  Corp.,  an  old  and  doggy  con- 
glomerate. Equity  was  then  organized 
as  a  closed-end  investment  company 


with  controlling  or  minority  interests 
in  no  fewer  than  32  different  outfits 
(seven  of  them  publicly  traded), 
whose  operations  ranged  from  rail- 
roads and  aluminum  smelters  to  piano 
key  mechanisms  and  garbage  cans. 

Nothing,  Dingman  saw,  could  be 
done  without  first  fixing  that.  "Our 
companies  were  not  well  disciplined," 
he  says.  "They  were  doing  nothing 
but  consuming  capital  and  assets  and 
employing  people  in  jobs  that  had  no 
future."  So  he  started  off  in  the  first 
year   by  selling   off  or   closing   down 


enough  operations  to  cut  sales  from 
$150  million  to  $87  million  and  to 
run  up  over  $12  million  in  after-tax 
write-offs.  Of  the  original  32  compa- 
nies, today  only  three  remain. 

To  it  all,  in  January  1971  Dingman 
had  added  Sinclair  &  Valentine,  pro- 
ducer of  printing  inks  purchased 
from  Martin  Marietta  for  $29  million 
in  cash  and  notes.  Then,  in  November 
1971  President  Dingman  renamed  the 
resulting  company  Wheelabrator- 
Frye.  Frye  was  a  major  maker  of  one- 
time carbon  papers;  Wheelabrator 
was  a  producer  of  fans,  filters  and 
other  industrial  cleaning  gear. 

There  it  was.  Nothing  glamorous, 
but  solid  enough.  But  that  wasn't 
good  enough  for  Dineman.  Wliat 
Wheelabrator-Frye  needed  was  some 
excitement. 
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tional  push  from  Lederle's  over-2,000- 
man  detail  force,  it  hasn't  caught  on 
yet.  When  it  does,  Siverd  hopes  it 
will  be  another  Aureomycin. 

But  Minocin  is  unlikely  to  be  an- 
other Aureomycin;  and  if  Lederle  is 
to  resume  growing,  it  will  need  more 
new  products  than  it  has  produced  in 
the  recent  past  or  is  producing  today. 

Cyanamid's  biggest  single  business 
is  its  $442-million  consumer  and 
building  products  business,  which 
ranges  from  the  Formica  line  of  build- 
ing products  to  Breck  hair  care  prep- 
arations, Pine-Sol  floor  cleaner  and 
Shulton  (Old  Spice)  cosmetics.  For- 
mica sells  one-third  of  its  output  to 
the  new  housing  market,  where  de- 
mand   is    already    slack.    And    with 


housing  starts  next  year  estimated  at 
under  1.5  million,  vs.  fewer  than  2 
million  this  year,  things  promise  to 
get  no  better.  At  the  same  time, 
Breck,  which  Cyanamid  took  from 
$30  million  to  almost  $100  million 
in  sales,  is  suffering  from  its  own  suc- 
cess. Breck  did  so  well  promoting 
the  youth  market  that  a  host  of  other 
companies  have  got  into  the  act,  with 
the  result  that  Breck  growth  has 
slowed  down. 

Is  there  no  big  news  at  all  for 
Cyanamid  stockholders?  Indeed  there 
is.  Of  $1.4  billion  in  sales,  nearly  half 
is  in  industrial  and  agiicultural  chem- 
icals, and  these  are  doing  handsome- 
ly. They  accounted  for  the  bulk  of 
Cyanamid's  earnings  gains  last  year. 


And  this  year  so  far  Cyanamid's 
chemical  earnings  are  up  a  spectacu- 
lar 36%.  You  can't  quarrel  with  that. 

That's  one  trouble  with  diversifica- 
tion: It  may  help  you  through  hard 
times  in  your  main  business  but  slow 
you  down  when  your  main  business 
booms.  Or,  at  least,  make  your  per- 
formance look  pedestrian  compared 
with  that  turned  in  by  your  nondi- 
versified  competitors. 

Cyanamid,  with  its  broader  base, 
could  well  turn  out  to  be  the  better 
horse  for  a  long  race  than  its  less  di- 
versified competitors.  But  this  will  de- 
pend upon  management's  ability  to 
get  somewhat  better  results  from  the 
company's  nonchemical  activities  than 
has  been  true  of  late.   ■ 


Dingman  took  the  ink  and  carbon 
paper  operations  and  proclaimed 
them  to  be  his  "Graphic  Communica- 
tions group."  The  fan  and  cleaning- 
gear  business?  You  guessed  it.  This 
became  the  "Environmental  Systems 
group." 

In  1972  Dingman  bought  Litton 
Industries'  Rust  Engineering  subsid- 
iary, an  engineering  and  construction 
firm.  ("They  were  very  discouraged 
after  four  years  under  Litton,"  says 
Dingman.)  For  it  he  paid  $18  mil- 
lion cash. 

This  year  he  took  out  a  new  license 
from  West  Germany's  Lurgi  Apparate- 
Technik  for  water  purification  de- 
vices, renewed  an  old  one  for  the 
use  of  its  air-cleaning  technology 
and  bought  the  rights  to  Von  Roll 
of    Switzerland's    solid    waste    treat- 


ment processes. 

What  could  sound  more  enticing 
than  that— the  enviionment  plus  com- 
munications! Two  of  mankind's  great 
problem  areas!  Dingman  went  out  and 
beat  the  drums.  Only  last  month  he 
told  a  group  of  financial  analysts: 
"Our  country's  needs  for  practical 
solutions  to  these  clean  energy  prob- 
lems has  been  amplified,  and  Wheela- 
brator-Frye,  through  its  own  propri- 
etary technology  combined  with  that 
of  Lurgi  of  Frankfurt  and  Von  Roll  of 
Zurich,  is  actively  working  toward 
completing  projects  in  North  America 
to  demonstratively  show  their  value  in 
an  energy-scarce  environment." 

As  of  now,  however,  investors  aren't 
quite  buying  Dingman's  package.  It 
still  looks  to  them  like  a  solid  old 
maker  of  fans,  filters,   carbon  paper 


and  printing  ink.  The  company  in 
1970  made  just  11  cents  a  share 
(before  heavy  write-offs)  on  $87-mil- 
lion  sales;  this  year  consolidated  sales 
are  estimated  at  $250  million  ($130 
million  from  Wheelabrator,  $120  mil- 
lion from  Frye),  earnings  at  $1.25. 
After  this  autumn's  sharp  market 
climb,  Wheelabrator-Frye  recently 
sold  around  16  for  a  P/E  of  13  times 
expected  1973  earnings— not  bad,  but 
hardly  in  the  glamour  category. 

Which  must  be  rather  discouraging 
to  Mike  Dingman,  in  view  of  all  that 
he  has  done  both  to  improve  the  com- 
pany and  to  jazz  up  its  image.  It  just 
goes  to  show  that  what  impresario 
Sol  Hurok  once  said  about  audiences 
also  applies  to  investors:  "If  people 
don't  want  to  come,  nothing  will  stop 
them."  ■ 
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True  Grit 


Can  a  little  company  find 

happiness  amidst 

the  giants  who  dominate 

the  toiletries  business? 

So  far  Noxell  has. 

Tffls  FALL  for  the  first  time  the  Jap- 
anese are  being  given  a  chance  to 
buy  Dr.  Bunting's  Sunburn  Remedy. 
It's  no  quack  patent  medicine  cam- 
paign, but  a  nationwide  blitz  of  tele- 
vision commercials  designed  to  push  a 
product  that  has  been  around  the  U.S. 
since  1914— Noxzema  skin  cream. 

"We  think  the  Japanese  are  ready 
for  Noxzema,"  says  George  L.  Bunting 
Jr.,  33,  president  of  Noxell  Corp., 
which  makes  Noxzema,  "but  we  are 
making  no  claims  ahead  of  time." 

In  many  ways,  Noxell  is  a  bit  of 
Americana.  Noxzema  began  in  the 
quiet  Baltimore  drugstore  of  George 
Bunting's  grandfather.  The  product 
became  a  household  word  in  the  Thir- 
ties and  Forties  through  clever  pro- 
motion on  the  Professor  Quiz  and 
Perry  Como  radio  shows.  In  an  age 
when  mass  merchandising  giants  have 
invaded  the  industry,  Noxell  remains 
fiercely  independent.  It  is  smallish 
(1972  sales:  $84  million),  family  run 
and  family  controlled  (the  Bimtings 
o\\Ti  75%  of  the  voting  stock  and  10% 
of  the  traded,  non-voting  shares ) . 

Noxzema  is  still  big  ( 35%  of  sales ) , 
but  it  is  no  longer  Noxell's  biggest 
product  line.  First  place  now  belongs 
to  the  Cover  Girl  cosmetics  line  (40% 
of  sales).  The  product  line  is  rounded 
out  with  Lestoil  cleaner  (8%) . 

Cover  Girl  liquid  makeup  is  the 
largest-selling  makeup  brand  in  the 
country  (Revlon,  the  leader  in  the 
$2.5-billion  industry,  has  a  half-dozen 
brands ) .  Using  mass-merchandising 
techniques   as   it   did  with   Noxzema, 


Oomph.'  Noxell  was  first  to  use 
television  advertising  almost 
exclusively  to  sell  a  line  of 
cosmetics.  That  v/orked.  So  when 
Noxell  came  late  to  the  market 
with  an  aerosol  shaving  cream, 
it  turned  to  heavy  sex  appeal  in 
TV  commercials,  letting  Gunilla 
Knutson  "take  it  off,"  and  Joe 
Namath  get  "creamed."  That  resulted 
in  ad  awards,  but  no  big  sales 
advantage  over  brands  taking 
a  mustier  man's  approach. 


NoxeU  has  made  a  nice  market  niche 
for  itself.  In  the  past  five  years  sales 
have  nearly  doubled,  and  earnings 
have  risen  at  least  15%  a  year. 

The  Buntings  run  NoxeH  well, 
avoiding  nose-to-nose  confrontation 
with  the  biggies.  When  Cover  Girl 
went  nationwide  in  1961,  Noxell  kept 
item  prices  between  $1.50  and  $2.25, 
well  below  department  store  brands. 
<  It  steered  clear  of  the  department  and 
name  drugstores  used  by  estabUshed 
brands,  and  charged  into  the  super- 
markets, discount  drugstores  and  va- 
riety stores  where  the  big  names  with 
their  franchises  and  high-priced  prod- 
ucts were  reluctant  to  go.  Noxell 
claims  to  have  over  50%  of  the  cos- 
metics business  in  food  stores.  The 
food  stores  have  only  about  15%  of  the 
total  cosmetics  pie;  stiU,  it's  enough 
to  make  Noxell  fat  and  sassy. 

Noxell  keeps  its  distribution  simple: 
There  are  no  promotions,  giveaways  or 
demonstrators.  Noxell  splurges  on  ad- 
vertising instead.  About  25%  of  this 
year's  $90  plus  million  in  sales  will  go 
for  nationwide  TV  commercials,  like 
the  Swedish  beauty  urging  viewers  to 
"Take  it  [Noxzema  shaving  cream] 
off,  take  it  aU  off."  The  public  bought. 

But  for  Cover  Girl,  the  competitive 
pressures  are  rising.  Some  big  names 
in  cosmetics  have  merged  into  bigger 
companies— Max  Factor,  Helena  Ru- 
binstein—and are  beginning  to  use 
Noxell's  mass-market  approach.  For 
example.  Max  Factor  is  pushing  its 
brands  in  Noxell's  price  range  harder. 

Even  more  ominous,  Noxell  has 
had  only  indifferent  success  in  adapt- 
ing its  mass-marketing  approach  to 
some  of  its  newer  products.  Noxzema 
aerosol  shave  cream  still  has  only  10% 
to  12%  of  the  market,  vs.  Gillette's  30%. 
And  Wash  &  Comb  Shampoo,  intro- 
duced last  winter,  has  not  really 
caught  on  yet.  In  the  past  Noxell  has 
been  quick  to  dump  its  failures— a 
men's  cologne  introduced  in  1969,  for 
instance.  But  George  Bimting,  a  form- 
er ad  man  and  Columbia  Business 
School  graduate,  says,  "We  are  going 
to  stay  with  Wash  &  Comb." 

But  this  partly  explains  Noxell's 
current  push  in  Japan.  Whenever 
things  begin  to  slacken  off  a  little, 
NoxeU  has  always  had  Noxzema  skin 
cream  to  fall  back  on,  and  it's  doing 
so  again.  "We've  always  been  able  to 
crank  in  another  million  or  so,  and 
see  Noxzema  whip  up  again,"  says 
Norbett  A.  Witt,  Bunting's  predeces- 
sor as  president  and  now  vice  chair- 
man. So  far  this  year,  with  Noxzema 
posting  big  gains,  earnings  are  up 
15%  on  a  10%  sales  rise.  It's  indicative 
of  Noxell's  past  success  that  that 
should  seem  somewhat  under  par. 

Says  Bunting:  "Noxzema  remains 
our  hero."  ■ 
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js  amy  way  to  run  a  business?^ 


SonT<e  parts  of  the  Middle^buth  are  all  the  Middle  South.  We're  rich  in  natural  ^   '  ^ 


fun  and  games.  Great  fishing,  scenic 
wonders,  festivals  and  beautiful  mountain 
vistas  offer  excitement  in  all  shapes, 
sizes  and  colors. 

Try  floating  a  free-flowing  river  in 
Arkansas,  driving  the  Natchez  Trace  in 
Mississippi  or  swinging  In  old  New  Orleans. 
Or  begin  a  tour  of  the  Great  River  Road 
in  Southeast  Missouri-  It's  all  here. 

But  if  you  want  to  get  down  to  business, 
you've  planted  yourself  in  the  right  place— 


resources.  And  they're  backed  up  by  an: ' 
educated,  skilled  and  trainable  labor  force; 
excellent  transportation  facilities;  ^y 

accessibility  to  markets;  and  available  plant  >^^^ 
sites  all  over  the  area —Arkansas,  Louisiana,  ';,;iy 
Mississippi  and  Southeast  Missouri.-:*  .  ■;  '^^ 

And  though  urban  Middle  South  is    '^-^  'a-    > 
growing  by  country  miles,  there's  still       "r, 
plenty  of  open  country  left  to  play  around  fn/^--  -^ 

.;  Clip  and  mail  our  coupon  for  fun 
and  profit,         >>.  -    «- 


'^fe 


iis    i 


n   I'm  all  business.  Please  send  me  industrial  development  infonnation  on   D  Arkansas     D   Louisiana     D   Mississippi 
D  It's  all  fun  for  me  so  bundle  up  your  vacation  kit  and  mail  it  my  way.  D   Southeast  Missouri 


ARKANSAS  POWER  &  LIGHT  COMPANY 
ARKANSAS -MISSOURI  POWER  COMPANY 
LOUISIANA  POWER  &  LIGHT  COMPANY 
MISSISSIPPI  POWER  &  LIGHT  COMPANY 
NEW  ORLEANS  PUBLIC  SERVICE  INC 


Name 


Address . 


City- 


.State. 


.Zip. 


MIDDL£  SOUTH  UTIUTIES,  INC.     Mail  coupon  to  Middle  South  Services,  Inc.,  Box  61000,  New  Orleans,  Louisiana  70161. 


THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS  ( 


One  of  the  first  railways  to 

p  completely  diesel  still  runs 

this  steam  locomotive. 


Southern  Railway  nnay  have  replaced  all  its 
steam  locomotives  with  modern  diesels  by  1953. 
But  well  always  have  a  warm  spot  for  those 
reliable  old  workhorses. 

So  we  still  run  the  ''450V  on  special  summer 
excursions.  It  gives  us  a  chance  to  remember  our 
heritage  and  share  it  with  a  lot  of  other  people. 
(Over  45,000  rode  on  our  steam  powered  trains 
this  year.) 

But  living  in  the  past  is  not  the  Southern 
way  of  life.  So  We're  continually  building  and 
innovating  to  meet  the  rail  needs  of  today.  And 
tomorrow. 

This  year  alone,  that  means  spending  some 
$160  million.  This  investment  is  going  for  a  lot 
of  different  things.  Like  87  new  diesel  engines 
and  over  3,000  freight  cars.  Plus  a  computerized 
rail  yard  that  can  handle  2,400  cars  a  day. 

Back  in  1911,  the  "4501"  did  a  great  job 
serving  the  South.  We're  glad  it's  still  around  to 
remind  us  how  far  we've  come.  And  today,  more 
than  ever,  we're  doing  everything  we  can  to 
squeeze  the  waste  out  of  distribution. 

Southern  Railway  System,  Washington,  D.C. 


whether  you  travel  in  twos  or  two  hundreds, 
you'll  get  more  at  PLAYBOY! 

Five  truly  great  Club-Hotels  and  hotels,  each  offering  luxurious  accommodations,  fine 
food  and  drink,  top  entertainment. 


PLAYBOY  CLUB-HOTEL  AT  GREAT  GORGE 

McAfee,  N.j.  07428,  (201)  827-6000 

700  rooms,  22  meeting  rooms,  Convention 
Center,  golf,  skiing  nearby,  full  range  of 
summer  &  winter  sports,  top  entertainment. 


PLAYBOY  PLAZA  MIAMI  BEACH, 

Florida  33140,  (305)  865-1500 

500  rooms,  16  meeting  rooms,  private  beach, 
pool,  golf  and  tennis  privileges  nearby,  top 
entertainment. 


PLAYBOY  CLUB-HOTEL  LAKE  GENEVA, 
Wisconsin  53147,  (414)  248-8811 

365  rooms,  18  meeting  rooms.  Convention 
Center,  two  full  golf  courses,  skiing,  full  range 
of  summer  &  winter  sports,  top  entertainment. 


PLAYBOY  TOWERS  CHICAGO, 

Illinois  60611,  (312)  PL  1-8100 
320  rooms,  20  meeting  rooms.  Gold  Coast 
location,  top  entertainment  at  adjoining 
Chicago  Playboy  Club. 


PLAYBOY  CLUB-HOTEL 
OCHO  RIOS,  JAMAICA,  W.I. 
Ocho  Rios  974-3222 

200  rooms,  eight  meeting  rooms,  private 
beach,  pool,  largest  night  club  on  the  island, 
golf  privileges  nearby. 


For  individual  reservations,  call  TOLL-FREE 
800-621-1116  or  call  your  travel  agent. 
For  special  group  rates,  call  or  write  to  Robert 
Whalen,  Vice  President,  National  Sales  Office, 
Playboy  Center,  919  N.  Michigan  Ave., 
Chicago,  III.  60611,  (312)  PL  1-8000. 


The  pUyboy^vlclub-hoTEls 
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Faces  Behind  the  Figures 


On  Their  Owvn 

If  Pat  Thompson  had  his  way,  he'd 
Hke  to  do  for  bauxite  what  the  Or- 
ganization of  Petroleum  Exporting 
Countries  has  done  for  oil:  establish 
a  producers'  cartel.  "You  can't  as- 
sume," he  says,  "that  the  bauxite- 
producing  countries  will  accept  the 
exploitation  of  their  bauxite  reserves 
on  any  terms  the  multinational  com- 
panies care  to  oflFer.  Quite  the  reverse. 
You're  going  to  find  more  coopera- 
tion between  them  to  assure  they're 
getting  responsible  returns." 

At  42,  Patterson  A.  Thompson  is 
chairman  of  Guyana  Bauxite  Co., 
the  fourth-largest  producer  of  the  ma- 
terial from  which  aluminum  is  made. 
Guybau  was  nationalized  in  1971 
after  Guyana  and  Canada's  Alcan 
Aluminium  couldn't  agree  on  a  Guy- 
ana buyout  of  51%.  In  payment,  Al- 
can got  $53.8  million  in  20-year  notes. 

So  far  Guybau  is  the  only  bauxite 
producer  to  have  been  nationalized, 
and  the  reason  may  be  that  aluminum 
is  not  as  organized  as  is  oil:  There  are 
only  a  relative  handful  of  buyers  and 
an  abundance  of  supply,  so  the  pro- 
ducing countries  haven't  much  lev- 
erage. But  Guyana  has  an  advantage 
the  others  haven't:  It  supplies  90%  of 
the  world's  calcined  bauxite  used  in 
making  refractory  bricks  for  the  steel 


industry,  so  if  a  buyer  doesn't  want 
to  buy  from  Guyana  there  aren't  that 
many  other  places  he  can  go. 

Since  Guyana  took  over,  Thomp- 
son has  been  trying  to  enhance  its  ad- 
vantages as  a  specialty  producer, 
pushing  on  into  chemical  grades  and 
dried  alumina  hydrate  used  by  the 
carpet  industry  as  a  fire  retardant. 
The  going  was  rough  at  first  (Guyana 
took  over  in  the  midst  of  the  alumi- 
num slump),  but  with  Philipp  Bros, 
handling  its  worldwide  marketing, 
Guyana  is  now  selling  all  its  output- 
some  to  Alcan,  the  bulk  to  China  and 
the  Soviet  Union. 

So  far  the  takeover  has  not  been 
the  disaster  for  Guyana  that  some 
people  predicted,  but  neither  has  it 
been  a  triumph.  Nationalization  or 
not,  Guybau  still  operates  like  a  pri- 
vate company  and  operates  profitably 
—though  largely  because  of  currency 
problems  it's  unlikely  to  match  this 
year  the  $7.2  million  it  earned  in 
1972  on  $71.2  million  in  sales.  Its 
principal  problem,  Pat  Thompson  ex- 
plains, is  the  threat  of  increased  com- 
petition in  calcined  bauxite— from  Al- 
can, with  a  new  venture  in  Surinam, 
and  also  from  China.  But  he  doesn't 
seem  worried.  "We  are  expanding 
ourselves,"  he  says,  "and  improving 
the  quality  of  our  product.  We  expect 
to  remain  the  dominant  producer."  ■ 


War  and  Peace 

What  is  really  going  on  in  the  Arab 
world?  Are  its  leaders  determined  to 
hurt  the  West,  no  matter  what  the 
cost  to  their  own  development?  As  a 
straw  in  the  wind,  events  in  Algeria 
are  at  least  mildly  encouraging. 

Algeria's  tough  premier,  Houari 
Boumedienne,  loudly  supported  the 
Arab  cause.  He  has  gone  so  far  as  to 
cut  oflF  some  oil  shipments  to  the  U.S. 

However,  Algeria  still  seems  to  be 
building  longer-term  relationships  with 
American  business.  Asked  whether  the 
big  and  promising  U.S. -Algerian  liq- 
uefied natural  gas  projects  would  be 
disrupted,  an  Algerian  official  replied: 
"Absolutely  not.  The  work  is  going 
very  well,  I  understand." 

Algeria  has  huge  reserves  of  low- 
sulphur  natural  gas  that  the  U.S.,  Eu- 
rope and  Japan  need.  Boumedienne 
plans  to  sell  them  the  gas,  but  for  it 
he  wants  not  just  money  but  plants 
and  ships  that  Algeria  will  own. 

Plants  to  liquefy  natural  gas  are  un- 
der construction  at  Algerian  seaports, 
helped   in   part   by   $550   milUon   in 


Thompson  of  Guyana  Bauxite 


Boumedienne  of  Algeria 


loans  and  guarantees  from  the  U.S. 
Export-Import  Bank  last  year.  Other 
U.S.  banks  involved  in  financing  Al- 
gerian projects  include  Wells  Fargo 
and  First  National  of  Chicago.  A  syn- 
dicate of  banks  led  by  the  latter  will 
supply  two-thirds  of  the  money  for 
three  LNG  tankers,  the  first  of  13 
planned  to  support  Boumedienne's 
policy  that  50%  of  Algerian  exports 
must  travel  in  Algerian  vessels. 

Business  is  a  two-way  street,  too. 
U.S.  equipment  is  going  into  those  liq- 
uefaction plants,  ar.d  it  is  a  good 
bet  that,  the  Middle  East  war  notwith- 
standing, the  three  tankers  the  Al- 
gerians will  order  in  the  near  future 
will  be  built  in  a  U.S.  yard.  (General 
Dynamics'  Quincy,  Mass.  yard  is 
known  to  be  receiving  top  considera- 
tion.)  And  to  every  deal  the  Alge- 
rians add  the  condition  that  techni- 
cal teams  be  sent  to  train  Algerians  in 
the  arts  of  modern  industry. 

Calls  for  holy  war  may  make  head- 
lines, but  national  progress  is  made  of 
ships  and  pipelines  and  refineries  and 
two-way  trade.  Apparently  Premier 
Boumedienne  is  well  aware  of  this.  ■ 
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Faces  Behind  the  Figures 


IMext  Problem! 

Robert  C.  Wilson  was  handed  a 
tough  job  two  years  ago  by  Chairman 
Willard  F.  Rockwell  Jr.  of  Rockwell 
International.  Rockwell  had  just 
bought  control  of  Collins  Radio,  and 
it  was  a  mess:  four  straight  years  of 
sales  declines  and  an  accumulation  of 
$112  million  in  losses. 

Wilson,  an  athletic-looking  53  with 
28  years'  experience  at  General  Elec- 
tric behind  him,  dug  right  in.  He 
instituted  tight  financial  controls, 
slashed  costs  at  an  annual  rate  of  $40 
million,  reorganized  the  company  in- 
to profit  centers,  strengthened  mar- 
keting. Thanks  to  Wilson's  tough,  ef- 
ficient measures,  the  results  came  fast. 
For  the  fiscal  year  ended  July  30  Col- 
lins showed  a  $13-million  net  profit, 
a  40%  increase  in  sales  (to  $350  mil- 
lion), a  56%  increase  in  orders  (to 
$416  million). 

"I  saw  Collins  as  a  classic  case  to 
apply  the  same  managerial  skills  I  ac- 
quired over  30  years,"  says  Wilson. 
"There  was  a  little  of  everything  in- 


Wilson  of  Collins  Radio 


volved— industrial  relations,  banks, 
technology,  government  relations,  in- 
ternational business.  I  am  satisfied." 

So  is  Rockwell  International.  Soon 
after  Wilson's  results  for  fiscal   1973 


were  out,  Rockwell  proposed  merging 
the  two  companies  by  year's  end.  If 
nothing  else,  a  $73-million  tax-loss 
carryforward  was  too  good  to  resist. 

Wilson  had  already  been  made  a 
Rockwell  executive  vice  president  di- 
rector and  executive  committee  mem- 
ber when  he  was  assigned  the  job  at 
Collins.  The  assignment  was  admitted- 
ly temporary,  but  nobody  expected  it 
to  be  that  temporary.  What  now  for 
Bob  Wilson? 

Rockwell  says:  "There  is  always 
room  for  a  fellow  like  Bob  Wilson." 
But  where?  Rockwell's  president  and 
chief  operating  officer,  Robert  Ander- 
son, 52,  is  firmly  settled  in  his  job, 
and  Rockwell  himself  has  no  plans  to 
relinquish  his  chief  executive  spot  be- 
fore he  turns  65— a  good  five  years 
from  now. 

Wilson  himself  is  oflFhand  about  the 
matter:  "Collins  is  the  25th  major  dif- 
ferent job  I  have  had,  so  I  have  never 
really  worried  what  the  future  is  go- 
ing to  hold.  If  you  are  successful, 
there  is  always  a  bigger  and  better  one 
ahead."   ■ 


Generation  Gap 

The  generation  gap  is  bad  enough 
without  having  it  creep  into  the  stock 
market,  but  that's  what  happened  to 
Warner  Bishop  and  E.B.  Osbom. 
Bishop,  54,  is  president  and  chairman 
of  Cleveland's  Union  Financial  Corp., 
a  savings  &  loan  holding  company 
with  assets  of  $346  million.  Osbom, 
66,  Bishop's  father-in-law,  is  chair- 
man of  St.  Paul,  Minn.'s  Economics 
Laboratory,  assets  $144  million. 

The  father-in-law's  company  has  a 
price/ earnings  ratio  of  around  50;  the 
son-in-law's  a  lowly  five. 

"I  never  believed  his  P/E  was  le- 
gitimate," says  son-in-law  Bishop, 
"and  he  doesn't  understand  what's 
wrong  with  mine.  But  then  I  don't 
myself.  The  mechanics  of  the  mar- 
ket-making process  are  all  out  of 
kilter.  I've  come  to  Wall  Street  duti- 
fully for  years  to  talk  to  investment 
houses  about  the  value  of  our  stock. 
They  say  we've  got  everything  going 
for  us.  But  what  does  it  matter  with 
only  a  million  shares  outstanding?" 

To  fix  that.  Bishop  has  just  agreed 
to  merge  Union  Financial  into  Trans- 
ohio  Financial  and  become  chairman 
of  the  biggest  S&L  outside  California, 
with  $1  billion  assets  and  4  million 
shares.  "We  don't  need  to  get  better," 
he  says,  "only  bigger." 

Father-in-law    Osbom    takes    um- 
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brage  at  suggestions  that  his  company 
isn't  worth  50  times  earnings.  Eco- 
nomics Laboratory  sells  cleaning  and 
sanitizing  products.  The  dishwasher 
detergent  Electrasol  is  its  best-known 
consumer  product.  Its  name  has  noth- 
ing to  do  with  its  products,  but  may 
have  a  good  deal  to  do  with  its  P/E 
ratio.  After  all,  soap  is  soap.  "You 
say  soap  is  soap,"  Osborn  retorts. 
"The  devil  it  is.  You  don't  have  over 
90%  of  the  business  of  the  major  hotel, 


motel  and  restaurant  chains  in  the 
U.S.  if  soap  is  soap,  and  you  don't 
spend  the  kind  of  money  we  do  on 
research  [3  cents  per  sales  dollar]. 

"I  think  Economics  Laboratory  is 
particularly  worth  50  times  earnings 
in  a  time  of  uncertainty,"  he  says. 
"Every  nickel  I  have  is  in  this  stock. 
I  could  sell  some,  but  look  at  what 
we'll  be  earning  in  five  years!" 

As  we  said,  the  younger  genera- 
tion can't  hold  a  candle  to  the  old.  ■ 


Bishop  of  Union  Financial 


Osborn  of  Economics  Laboratory 


For  The  Squire — Sir  John  Everett  Millais,  P.R.A.  (1829-1896) 


from  the  Forbes  Magazine  Collection 


It's  from  Forbes! 

This  is  the  messenger  who  will  be  bringing  news  of  a  Forbes  gift  subscription  this  year. 
The  painting,  entitled  "For  the  Squire,"  is  one  of  the  Victorian  treasures  in  the  Forbes 
Magazine  Collection.  It  is  reproduced  in  handsome  color  on  the  announcement  card 
that  will  be  mailed  to  each  recipient  on  your  Forbes  gift  list. 

Forbes,  the  magazine  of  business  and  financial  husbandry  —  is  there  any  squire  you 
know  without  it?  You  can  assure  yourself  a  welcome  in  his  domain  by  sending  Forbes 
in  the  coming  year.  A  single  one-year  gift  subscription  is  $12.  However,  each  addi- 
tional gift  is  only  $10.  There  is  a  two  dollar  saving  on  every  gift  after  the  first  when 
submitted  on  the  same  order. 

Gift  subscriptions  will  start  with  the  big  January  1  Annual  Report  on  American 
Industry  issue.  The  year  will,  of  course,  include  the  May  15  Annual  Directory  issue 
and  the  August  15  Mutual  Fund  rankings  —  24  issues  in  all.  To  order,  return  the 
attached  card  or  send  your  gift  list  to  Forbes,  60  Fifth  Avenue,  New  York,  N.Y  100 11. 

Forbes  Gift  Rates 
One  1-year  $12 

Each  additional  subscription  $10 

Each  3-year  subscription  $24 

(Pan  American  and  foreign  subscriptions,  please  add  $6  per  year.) 


Some  day  this  land  maybe  a  haven  for  traveler! 


Our  1.6  million  acres  of  forestlands  constitute 
one  of  our  most  valuable  resources.  The  trees 
are  fundamental  to  many  of  our  activities. 
We  use  them  to  make  paper,  building  products 
and  chemicals.  And  some  of  the  land  is  also 
being  used  to  provide  people  with  a  better 
living  and  recreational  environment.  How 
we  ultimately  use  our  forestlands  depends  on 
many  things,  including  the  long  term  effects 
on  man  and  nature. 


For  instance,  Oasis  Village  is  a  new  concept  in 
convenience  for  the  motoring  public.  It  will 
provide  the  traveler  with  every  facility  -  motcb 
restaurants,  service  stations,  even  recreational 
areas -all  set  in  an  aesthetically  pleasant 
environment.  Oasis  Village  Savannah,  now 
under  construction,  is  the  first  of  six  similarly 
unique  complexes  to  be  developed  at 
interchanges  along  1-95  in  Georgia  and 
South  Carolina. 


*|hampionship  golf  course 


orawiJd  life  refuge. 


f  'he  most  naturally  beautlfniV?-^''^"'  " 

communities  anJhereMii?''';"''^'/ 
Javannali  iCs  nnrlT'  7'""'"  from  liis- 

bsidiary,  The  Brrn^"f  1^''"''°?™'="'  by 

■e're  buiidng  houses  and  .'^'f'''°"' 
d-West  Florid^  ,nH  a     '^""dominiums  in 

-"bsidta:;:t^^„^--;i;^ougH 


Union  Camp 


We're  even  donating  49  onn  o^  ^^^^^^^^ 
Virginia's  Great  Sal  W      ^l""^  ^"'"  ^^"^  in 
Nature  Conservancv  ?o  ^  ^P'•'^'^"S^  ^^^ 
Department  of  the  Jmed^^^^^^^  States 

National  Wildlife  Ref'J.c  ^""l  "'^^^  P^'^  ^^  the 
realize  a  tax  benefifthP^H    ^'''"'-  ^^^^^  ^^  will 
the  preservation  of  a  t?°"'''°."  ^^''  '''^^'^^ 
future  generation^  Tt'c  ^"'  ^''^  ^'^^  ^^^ 

■  ou^r  resort- /o"heTp\:r4^-^-^ 
environment.  ^^ler  man  s 

Growing  in  more  ways  than  one 


K 


.■»# 


i«t  ' 


^.'^-.-.-i.-  ^-~^)»^*Aji;«^ 


Photo  of  QCluol  rgnchlond  token  ol  Songre  de  Cristo  Ronches 


Sangre  de  Cristo . . .  because  it's  there 


About  sixty-five  million  years  ago  the  earth  groaned,  sighed  and 
in  one  gigantic  heave  the  Rocky  Mountains  were  born.  Called  the 
backbone  of  the  North  American  Continent,  these  mountains 
stretch  down  from  Alaska,  through  Canada  and  our  western  states 
into  northern  New  Mexico. 

At  the  southern  end  of  the  Rockies  is  a  high,  narrow,  majestic 
range  known  as  the  Sangre  de  Cristos.  This  is  a  special  place.  Dif- 
ferent. Where  mountains  greet  the  prairie.  Yet  quiet. ..wide  open... 
with  alpine  horizons  framing  green  rolling  hills  and  sagebrush 
valleys. 

In  this  incredibly  beautiful,  unspoiled  section  of  southern  Colo- 
rado, dawn  breaks  each  morning  like  a  curtain  rising  on  the  first 
day  of  the  world. ..silent. ..breathtaking. ..spectacular.  Several  miles 
away,  a  rising  column  of  smoke  from  a  cowhand's  breakfast  fire 
could  be  your  first  sign  of  human  activity.  Days  are  both  pastoral 
and  invigorating  in  the  crisp  clean  air. 

A  while  ago  Forbes  Magazine  acquired  in  this  area  one  of  the 
oldest  of  the  remaining  big  ranches  in  America.  It  ranks  among  the 
best  known  preserves  for  deer,  elk,  game  birds  and  other  wildlife. 

Located  just  outside  Fort  Garland,  Colorado,  Kit  Carson's  last 
command,  the  Forbes  Trinchera  Ranch  spreads  over  260  square 
miles.  Here,  a  panorama  of  soaring  mountains,  dominated  by  the 
towering  peaks  of  the  Trinchera  and  Mount  Blanca,  sweep  down 
to  the  San  Luis  Valley  below. 

Forbes  formed  Sangre  de  Cristo  Ranches  Inc.  from  a  portion  of 
Forbes  Trinchera  not  long  ago,  offering  five-acre  ranches  for 
homes,  vacations,  recreation,  retirement,  and  just  good  long  term 
investment. 

The  land  lies  halfway  between  Denver  and  Albuquerque,  near 
the  intersection  of  U.S.  Route  160 (the  Navajo  Trail)  and  Colorado 
Highway  159. 

Important  guarantees  backed  by  Forbes  Magazine's  distinguished 
reputation  have  contributed  much  to  the  Sangre  de  Cristo  success 
story.  Every  investor  is  double  protected:  he  has  twelve  months 


after  his  first  payment  during  which  he  can— and  is  urged— to  visit 
his  ranch.  And  if  it  doesn't  fully  meet  expectations,  he  can  have  all 
payments  promptly  refunded.  Or  if  he  simply  changes  his  mind 
within  sixty  days  of  making  his  first  payment,  his  money  will  be 
returned  promptly. 

You  can  own  part  of  this  breathtaking  land  for  just  $5,000  total 
cash  price.  Easy  credit  terms  are  available.  Also,  other  Sangre  de 
Cristo  ranch  sites  are  available  at  prices  ranging  from  $5,000  to 
$18,000.  This  offer  presents  a  wonderful  opportunity  for  long  term 
investment  in  the  great  southwest. 

For  complete  details  on  these  ranches,  without  obligation,  simply 

fill  in  and  mail  the  coupon  below  to  Sangre  de  Cristo  Ranches, 

Box  2000,  New  York,  N.Y.  1001 1. 

Sangrk  de  Cristo  Ranches  Inc.,  is  a  duly  registered  sutrdivision  developer  in  and 
under  the  laws  of  ihc  State  of  Colorado.  This  registration  is  not  to  be  construed  to 
imply  state  endorsement  of  the  subdivision. 


Sangre  de  Cristo  Ranches  Inc. 

DIVISION  OF  FORBES  MAGAZINE 

Box  2000,  Old  Chelsea  Station,  New  York,  N.Y.  1001 1 

Without  obligation,  please  send  me  FREE,  more 
information  on  the  Sangre  do  Cristo  Ranches. 

Name ^_ 


Address. 
City 


.State. 


.Zip. 


Telephone . 

Price  Range:  Q  $5,000  Q  $7,500  Q  $9,000 

A  statement  and  offering  statement  t)as  been  (lied  with  the  Department  of  State  of 
the  State  of  New  Yorlc.  The  filing  does  not  constitute  approval  of  the  sale  or  lease 
or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof  or  that 
the  Department  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering. 
A  copy  of  the  offering  statement  Is  available,  upon  request,  from  the  subdivlder. 
NYA  73-976  Not  available  to  residents  of  states  where  prohibited  by  law. 
A6«  AD6609(() 


Faces  Behind  the  Figures 
Push-lUe  Pull-You 

Like  the  fabulous  push-me  puU- 
you.  Dr.  Doolittle's  llama  with  a  head 
at  either  end,  the  trouble  with  Dymo 
Industries  was  that  it  was  always 
pushing  when  it  ought  better  have 
let  itself  be  pulled.  At  least  that's  how 
Claude  Ganz,  42,  Dymo's  German- 
born  CEO  sees  it.  That's  why  in  the 
late  Sixties,  Dymo,  a  San  Franciso- 
based  label  and  label  machine  maker, 
was  being  clobbered  by  competitors 
like  Dennison,  3M  and  Avery. 

"Our  U.S.  operations  were  primari- 
ly selling  the  product,  as  opposed  to 
marketing  it,"  says  Ganz,  who  moved 
into  Dymo's  top  spot  by  doing  just 
that  with  Dymo  in  Europe.  "All  they 
did  was  stuff  the  product  in.  They 
would  tell  distributors:  For  Father's 
Day  we'll  give  you  eight  for  the  price 
of  six,  provided  you  buy  100  of  them. 
The  opposite  is  the  pull-it-through 
method  where  you  go  into  the  mar- 
ketplace, find  out  what  the  consumer 
needs,  then  manufacture  it." 

That's  what  Ganz  has  been  trying 
to  do  since  he  took  over  as  president 
in  1970.  He  has  reorganized  the  U.S. 
division  along  product  rather  than  re- 


Ganz  of  Dymo 


gional  lines,  cut  the  product  line 
from  650  items  to  300,  and,  to  assure 
that  the  market  knows  it  needs  what 
Dymo  is  producing,  he  has  greatly 
increased  its  marketing  budget.  And 
so  far  you  can't  fault  the  results.  In  its 


last  fiscal  year,  ended  June  30,  Dymo's 
earnings  hit  $1.76  a  share,  up  42% 
over  1972,  and  53%  over  1970,  when 
Ganz  took  over.  That  puts  him  half- 
way toward  his  goal  of  doubling 
Dymo's  1970  earnings  of  $1.15  a 
share  before  his  five-year  manage- 
ment contract  expires  in  1975. 

Not  that  Dymo  didn't  try  to  teach 
Claude  Ganz.  When  Dymo's  market 
share  begarf  to  decline,  Dymo's  old 
management  took  up  the  slack  with 
acquisitions— cargo  containers,  mobile 
classrooms,  addressing  machines,  dry 
cleaning.  (The  only  common  thread, 
Ganz  suggests,  was  an  inability  to 
make  consistent  profits.)  Ganz  has  al- 
ready dumped  containers  and  class- 
rooms; dry  cleaning  will  probably  be 
next  on  the  list. 

But  Ganz  too  has  ambitions  of  be- 
ing bigger  as  well  as  better,  so  he  has 
begun  making  acquisitions— an  un- 
profitable phototypesetting  equipment 
maker  and  a  small  if  profitable  hobby 
company  (Craftint).  "We  are  part 
of  the  information  industry,"  Ganz 
says.  "All  of  our  customers  have  needs 
for  letters  and  numbers." 

If  the  market  isn't  pulling  enough, 
it  isn't  always  a  mistake  to  push.  ■ 


Do  It  Again 

So  where's  the  encore? 

That's  what  a  lot  of  people  keep 
asking  Howard  A.  (Micky)  Newman 
these  days. 

It  has  been  three  years  since 
Micky  Newman,  52,  took  over  the 
ailing  Western  Pacific  Railroad;  and 
though  the  1,700-mile  line  is  making 
money  again,  thanks  to  the  cost-cut- 
ting and  modernization  programs  of 
veteran  railroad  doctor  Alfred  Perl- 
man,  operating  earnings  are  still  far 
below  the  highs  of  the  mid-Sixties. 

But  it  wasn't  love  of  railroading 
that  spurred  Newman's  investment  in 
WP.  In  1971  Newman  converted  it 
into  a  holding  company  and  later 
that  year  ^collected  $23  million  from 
a  public  stock  offering.  Though  the 
offering  diluted  existing  equity  by  65%, 
investors  bit,  figuring  Newman  could 
repeat  his  success  with  Philadelphia 
&  Reading.  Newman  had  transformed 
P&R,  a  once  sick  anthracite  coal  pro- 
ducer, into  ^a  $300-million  conglom- 
erate that  he  eventually  sold  to  North- 
west Industries  as  the  spine  of  its 
nonrail  activities. 

So  everyone  expected  Newman  to 
make  a  string  of  acquisitions  and  play 
off  their  profits  against  WP's  tax-loss 


carryforwards,  and  perhaps  then  spin 
off  the  railroad  a.  la  Northwest 
Industries. 

What  has  happened  since?  Not 
much.  In  fact,  not  even  a  single  ac- 
quisition. Earlier  this  year  Newman 
bought  into  Liggett  &  Myers,  asked 
for  a  board  seat  and  was  rebuffed; 
he  sold  out,  barely  breaking  even. 
"Water  over  the  dam,"  he  says  about 
that.  Now  he's  after  a  small  ($86-mil- 
lion  sales)  abrasives  and  container 
maker,  Park-Ohio;  it  too  has  spurned 
his  advances  so  far. 

Newman  blames  today's  acquisi- 
tion atmosphere.  "It's  still  possible  to 
build  by  acquisition,"  he  says,  "but 
the  cards  are  stacked  in  favor  of  the 
status  quo.  Owners  of  businesses  have 
been  spoiled  in  terms  of  what  their 
businesses  are  worth.  But  deals  are 
made  all  the  time.  There  are  still  lots 
of  big  blocks  of  stock. 

"I'm  a  fundamentalist.  I  always  pay 
less  than  intrinsic  value.  Maybe  I'm 
too  stringent.  I  could  have  made 
deals,  but  why  rush  and  make  a  mis- 
take? I  believe  Western  Pacific  will 
become  an  important  company." 

Investors  no  longer  seem  so  sure. 
From  a  1972  high  of  23,  WPI  com- 
mon dropped  to  as  low  as  634  this 
year,  and  recently  sold  at  only  8/2.  ■ 


Newman  of  Western  Pacific 
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Faces  Behind  the  Figures 
It^s  Xerox*  Worry  IMowv 

Max  Palevsky  likes  expensive  toys. 
He  can  afford  them.  He  founded  a 
small  computer  company,  Scientific 
Data  Systems,  then  sold  it  to  Xerox, 
getting  some  $42  million  in  the  latter's 
stock  as  his  share.  At  49,  the  one- 
time instructor  in  logic  at  UCLA  is 
having  a  good  time  throwing  his  mon- 
ey around  in  nonconventional  ways. 

He  backed  Rolling  Stone,  a  rock 
music-oriented  biweekly,  which  now 
has  350,000  circulation  and  has  in 
the  last  couple  of  years  become  a  mon- 
eymaker. He  poured  a  good  deal  of 
money  into  the  McGovem  presiden- 
tial campaign  before  losing  interest— 
because,  he  says,  he  decided  McGov- 
em's  economic  program  didn't  make 
sense.  (McGovemites  claim  Palevsky 
was  miflPed  that  he  wasn't  given  a 
bigger  role  in  the  campaign.)  Palev- 
sky did  better,  however,  in  backing 
Thomas  Bradley  in  his  successful  cam- 
paign for  the  Los  Angeles  mayoralty. 

But  now  Palevsky  is  going  to  be  a 
movie  magnate.  "I've  always  been 
fascinated  with  films,"  he  says.  "For 
people  my  age,  their  whole  notion  of 
life  has  come  oflF  the  screen." 

So  far  he  has  backed  two  moder- 
ate successes:  State  of  Siege  (a  some- 
what sympathetic  view  of  Tupamaro 
terrorism  in  Uruguay),  and  Mar  joe 
(an  attack  on  religious  hypocrisy). 
Now  Palevsky  is  going  into  partnership 
with  Peter  Bart,  a  former  newspaper- 
man who  headed  production  at  Para- 
mount Studios  for  a  number  of  years. 


Max  Palevsky 


While  Palevsky  enjoys  his  Xerox 
money,  Xerox  itself  is  less  happy  about 
the  deal.  SDS  is  now  part  of  Xerox' 
computer  operations,  which,  after 
four  years  and  heavy  cash  input,  are 
still  in  the  red.  "Eventually  they'll  turn 
it  around,"  Palevsky  says  in  an  oflFhand 
way,  "but  I  think  the  original  plans 
were  that  it  would  become  a  signif- 
icant volume  and  profits  contributor. 


I  don't  think  that  will  happen  now." 
Palevsky  adds  that  with  his  movie- 
making and  politics  he  really  doesn't 
have  much  time  to  worry  about 
Xerox'  problems.  He  left  the  Xerox 
board  in  1971,  and  he  prefers  now  to 
talk  about  movies. 

"It's  a  business  where  instinct  is  the 
primary  element.  It  is  a  very  exciting 
challenge."  ■ 


Get  Yourself  a  Geisha 

Joseph  Tushinsky,  at  63,  is  a  rich 
man,  but  he  didn't  get  rich  quick.  He 
worked  as  a  trumpet  player  for  Tos- 
canini,  a  screenwriter  for  Warner 
Bros,  and  a  movie  lens  maker  for 
Walt  Disney;  he  was  well  into  his 
40s  before  he  hit  the  big  time. 

In  1956  Joe  and  his  brother  Irving 
went  to  Japan  to  peddle  a  wide-screfen 
film  process  they  had  developed. 
There  they  saw  fledgling  Sony's  in- 
novative tape  recorder.  Forgetting 
about  their  supermovies,  the  Tushin- 
skys  tied  up  the  rights  to  sell  Sony 
tape  recorders  in  the  Western  Hemi- 
sphere for  their  Superscope  Inc. 
From  $25,000  in  the  late  Fifties,  Su- 
perscope's  sales  should  hit  $122  mil- 
lion this  year,  about  half  in  Sony 
equipment,  the  rest  in  Superscope's 
own  products.  As  the  stock  soared, 
Joe  and  his  three  brothers    (Nathan 


Tushinsky  of  Superscope 


and  Fred  had  joined  them)  all  be- 
came millionaires;  Joe's  stock  alone 
has  a  market  value  of  $11  million. 

But  all  good  things  end,  and  now 
Sony  wants  Superscope's  distribution 
rights  for  its  own  Sony  Corp.  of  Amer- 
ica. Superscope  will  have  no  more 
Sonys  to  sell  after  1979. 

Is  Joe  Tushinsky  downhearted?  Not 
to  hear  him  talk.  Superscope  has  its 
own  line  of  recorders,  stereo  compo- 
nents and  cassettes,  made  mainly  in 
Taiwan.  It  also  distributes  the  Mar- 
antz  line  of  hi-fi  equipment. 

So,  Sony  or  no,  Joe  Tushinsky  is 
still  thinking  Japanese.  "I  promise  all 
the  bright  young  men  I'm  trying  to 
hire  that  I'll  bring  them  back  a 
geisha  girl,"  he  jokes. 

Forbes  said  this  remark  was  drip- 
ping with  male  chauvinism. 

Replied  Joe  Tushinsky:  "I'm  cer- 
tainly not  going  to  promise  them  a 
geisha  boy."  ■ 
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A  Great  Buy  for  Collectors  and  Investors! 


A  Limited  Edition  of  Proof  Finish 
24  KT  Gold  on  Silver  Ingots 

ONLY  $12^^  EACH 
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CHOOSE  ANY  OIVE  OR,  ALL  FIVE -BUT  EDITION  IS  LIMITED  TO  ONLY 
5,000  r»R,OOF  SETS-WHEN  THESE  ARE  GONE,  THERE'LL  BE  NO  IMORE! 


Come.  Rediscover  America!  Choose 
from  five  fine  art  ingots.  Take:  the 
granite  wall  of  Stone  Mountain,  Georgia; 
the  Statue  of  Liberty;  the  Delta  Queen, 
last  of  the  Mississippi  riverboats;  famous 
Mount  Rushmore  or  the  colossus  Golden 
Gate  Bridge.  Each  ingot  contains  480 
grains  of  Pure  Silver  layered  with  24  kt. 
gold  and  all  five  ingots  contain  2400 
grains  of  Pure  Silver  layered  with  24  kt. 

^°^^'       A  TREASURY  OF  FINE  ART 

Five  flawless,  gleaming  mirror-like  proof 
finish  ingots  will  be  issued,  each  quarter 
year,  until  late  1975... ideal  to  display  in- 
dividually or  as  a  group  during  our  coun- 
try's bicentennial  celebration  in  1976. 
Future  ingots  will  commemorate  the  fa- 
mous San  Francisco  Cable  Car,  Pike's 
Peak,  Cape  Kennedy,  Old  Faithful,  The 
Capitol... all  the  greatest  places  and  events 
of  our  proud  .^merican  heritage. 

A  STRICTLY  LIMITED  OFFER 

The  Hamilton  Mint,  known  for  its  mag- 
nificent relief  sculpture  and  craftsmanship 
will  strike  this  series  in  an  extremely  lim- 
ited edition  of  5,000  proof  finish  sets  in 
Pure  Silver  layered  with  gold.  To  protect 
the  integrity  of  this  edition,  only  one  com- 
plete "proof"  set  will  be  minted  for  each 
subscriber  and  the  dies  will  be  destroyed 
after  all  editions  are  completed.  Proof  sets 
are  usually  reserved  only  for  masterworks 
of  medallic  art. 

GUARANTEED  PRICE  PROTECTION 

If  you  buy  all  five  now.  The  Hamilton 
Mint  will  guarantee  this  remarkably  low 
purchase  price  for  future  purchases  in  this 
series  should  you  choose  to  make  them. 
Although  the  price  of  silver  and  gold  have 
almost  doubled  this  past  year,  The  Mint 


will  commit  for  a  sufficient  quantity  of 
silver  and  gold  at  current  market  prices  to 
fully  cover  your  future  orders.  (No  matter 
how  high  the  price  of  silver  and  gold  may 
rise  while  the  collection  is  being  minted.) 

YOUR  PERSONAL  SERIAL  NUMBER 

•  Your  individual  proof  finish  ingots  will 
be  minted  expressly  for  you  and  each  in- 
got will  carry  your  personal  matching 
serial  number  along  with  The  Hamilton 
Mint  Hallmark  and  certification  of  Silver 
and  Gold  content.  If  you  purchase  all  five 
in  this  initial  group,  your  same  serial  num- 
ber will  be  reserved  for  you  for  all  future 
ingots  in  this  collection. 

Each  group  of  five  will  come  smartly 
packaged  in  clear  Incite  display  case 
along  with  fascinating  historical  back- 
ground of  each  subject  commemorated . . . 
details  worth  preserving  with  your  valu- 
able ingot  collection. 

REMARKABLE  INVESTMENT  POTENTIAL! 

This  remarkable  opportunity  to  acquire 
ingots  of  artistic  and  historical  signifi- 
cance in  Silver  and  Gold  is  at  a  time  when 
leading  economists  and  investment  ad- 
visors are  predicting  silver  and  gold  will 
continue  to  become  even  more  valuable  in 
the  years  to  come.  Collectors  have  already 
realized  bonanzas.  A  1970  Christmas  In- 
got, for  example,  was  issued  for  $12.00 
and  is  now  being  re-sold  for  $185.  A  1972 
Thanksgiving  Ingot  containing  1  oz.  of 
silver  originally  sold  for  $4.50  and  is  now 
trading  at  about  $62.  So  please  act 
promptly  to  share  in  the  excitement  of 
building  a  magnificent  collection  in  silver 
and  gold  at  a  guaranteed  cost.  Your  order 
can  only  be  accepted  if  it  is  received  in 
time,  to  be  included  within  the  edition 
limits.  Order  yours  today! 


A  Deluxe  Edition:  24KT  Gold  on  Pure  Silver 

The  beauty  of  silver  ingots  is  made  even 
more  exquisite  and  the  ingots  made  more 
valuable  with  gold  layered  on  pure  silver. 
A  double  value  in  a  time  when  gold  and 
silver  are  predicted  to  rise  in  value.  Only 
5,000  will  be  minted  and  each  will  cost 
only  $12.50. 


Examine  Your  First  Ingot  (or  all  5) 
for  10  Full  Days  with  No  Risk! 

OFFICIAL  ORDER  FORM i 

"WONDERS  OF  AMERICA" 

LIMIT:  ONE  PROOF  COLLECTION  PER  SUBSCRIBER 

THE   HAMILTON   MINT 

40  East  University  Drive,  Arlington  Heights,  III.  60004 

Please  send  me  individual  ingots  checked  below.  I 
understand  if  I  order  all  five,  that  my  personal  serial 
number  will  be  reserved  for  all  future  ingots  in  this 
series  and  at  the  guarantee.!  price.  1  enclose  my 
check  or  m.o.  for  $ 

D  Single   Ingot(s)    @   $12.50  ea.   in  24KT  Gold  on 
999  Pure  Silver  as  indicated. 

Mt.  Rushmore  Stone  Mountain 

Delta  Queen  Statue  of  Liberty 

Golden  Gate  Bridge 

Please  add  50«  postage  and  handling  per  order. 


(Illinois  resident  please  add  5%  sales  tax.) 


Name_ 


Address. 
City 


-State. 


Zip 
-Code. 


A  UNIQUE  OPPORTUNITY  TO  BUY— AND  SAVE! 

D  Send  me  all  5  with  24  KT  Gold  layered  on  Sil- 
ver Ingots.  (2,400  grains)  for  only  $58.75  plus 
$1  for  postage  and  handling. 

I  WANT  TO  CHARGE  ORDER  TO  MY: 

BankAmericard 


Acct.  #. 


Good  Thru. 


Master  Charge  Acct.  # . 
Interbank  #. 


(Find  above  your  name) 
Good  Thru 
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CPM  BAW  PAGE 

TIMEB 

$9.00 

Forbes 

11.68 

Business  Week 

13.19 

Wall  St.  Journal 

16.42 

Fortune 

17.00 

B  is  for  business.  This  is  the  advertising  edition 
of  TIME  that  goes  directly  to  business  house- 
holds, 1,550,000  of  them.  At  a  circulation  cost 
per  thousand  that  shaves  $2.68  off  the  next  best 
rate— with  a  quality  as  blue  chip  as  any.  Maybe 
that's  why  time  b  has  attracted  $25  million 
worth  of  advertising  in  three  short  years. 
Remember:  B  for  business.  TIME  B 
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The  Funds 


Cutting  It  Down  to  Size 


It  happened  in  computers  and  tran- 
sistors, discounting  and  aerospace.  So 
why  shouldn't  there  be  a  correspond- 
ing shakeout  in  the  $52-billion  mu- 
tual fund  industry? 

"There's  no  conceivable  rationale 
for  having  700  mutual  funds  in  this 
country,"  says  Arthur  Lipper,  founder 
of  the  well-known  statistical  service. 
"The  industry  is  noneconomic." 

"The  mutual  fund  industry  will  go 
through  a  process  other  industries 
have  gone  through,"  says  William 
Doyle,  onetime  columnist  for  the 
New  York  Daily  News  and  now  with 
Investors  Diversified  Services.  "The 
little  fund  operation  cannot  alone  per- 
form the  service,  and  it  will  have  to 
get  out." 

It's  no  secret  that  the  mutual  fund 
industry  has  been  on  a  diet  of  shrink- 
ing profits  since  the  1969-70  stock 
market  crash. 

As  costs  have  risen,  the  industry's 
asset  base  has  been  shrinking— in  part 
because  of  an  anemic  stock  market,  in 
part  because  of  a  sharp  fall-off  in 
sales  to  individual  investors.  Total  mu- 
tual fund  assets  have  declined  from 
$59.8  billion  last  year  to  $52.3  billion 
last  September.  The  abolition  of  com- 
mission give-ups  hasn't  helped  any 
either.  They  once  made  the  sale  of 
shares  in  a  mutual  fund  to  an  individ- 
ual client  by  a  securities  dealer  an  ex- 
tremely profitable  activity. 

Some  fundmen  estimate  that  it 
takes  at  least  $100  million  under  man- 
agement to  break  even,  and  there  are 


at  least  200  mutual  funds  with  assets 
under  $25  million.  The  number  of 
mutual  funds  is  bound  to  shrink- 
quickly  if  Congress  passes  legislation 
now  before  both  houses.  The  law 
would  allow  the  sale  of  investment 
management  companies  at  a  premium 
over  their  actual  assets.  This  has  not 
been  possible  since  a  U.S.  Court  of 
Appeals  decision  in  1971,  known  as 
the  Friendly  decision,  said,  in  effect, 
that  the  sale  of  a  fund  management 
company  above  book  value  was  simi- 
lar to  selling  a  fiduciary  office,  and 
therefore  prohibited.  "The  investment 
adviser,"  says  lawyer  Abe  Pomer- 
antz,  who  brought  the  suit  that 
led  to  the  Friendly  decision,  "should 
if  he  wants  out,  turn  the  manage- 
ment of  the  fund  money  over  to  the 
best  possible  people,  not  merely  to 
people  who  pay  him  the  most." 

Says  Carl  Frischling,  president  of 
Channing  Management  (fund  assets: 
$900  million ) :  "There  are  a  number 
of  organizations  that  are  just  waiting 
for  the  bill."  Says  another  mutual 
fund  executive:  "Even  if  the  legisla- 
tion doesn't  become  law,  some  small 
management  companies  are  bleeding 
so  badly  they'll  sell  out  anyway." 
Though  not  at  a  premium,  obviously. 

Even  with  the  Friendly  decision, 
there  have  been  40  fund  consolida- 
tions since  1971,  usually  one  fund 
absorbing  another  fund's  assets,  with 
nary  a  penny  going  to  the  old  man- 
agement company. 

Channing's  Frischling  believes  there 


are  a  number  of  large  fund  organiza- 
tions that  want  out  as  well.  "But  for 
the  Friendly  decision,"  he  says,  "many 
would  have  sold  out  already.  Some 
of  these  groups  feel  that,  without  a 
captive  sales  force,  they  must  go  the 
merger  route;  others  simply  feel  very 
negative  about  the  industry's  future." 

Why  would  existing  funds  want  to 
get  another  fund's  assets?  Supposedly 
for  economy  of  scale.  The  costs  of 
managing  $400  million  are  not  signif- 
icantly greater  than  those  of  $200 
million.  And  such  acquisitions  save 
marketing  costs  too. 

But  the  acquisition  of  funds  may 
not  be  quite  the  panacea  some  would- 
be  acquirers  seem  to  think.  If  the 
acquirer  pays  a  premium  for  the  man- 
agement company  or  agrees  to  charge 
a  low  fee  for  a  certain  period,  it  may 
have  to  wait  several  years  before  turn- 
ing a  profit.  For  instance,  Channing 
agreed  to  charge  the  three  Equity 
Funding  funds  a  lower  management 
fee  than  it  charges  its  own  funds  for  a 
period  of  four  years.  "It's  a  calculated 
risk,"  admits  Frischling. 

One  risk  for  acquirers  is  that  many 
investors  in  the  acquired  funds  will 
wait  until  they  reach  the  break-even 
mark— and  bail  out.  "Acquired  funds 
may  be  redemption  warehouses," 
warns  Lipper  Survey  boss  Michael 
Lipper.  "Many  would-be  buyers 
haven't  thought  this  thing  out.  It 
would  be  cheaper  to  hire  good  peo- 
ple than  to  pay  for  existing  funds." 

Chemical  Fund's  President  Robert 
Porter  puts  it  best:  "Too  many  mu- 
tual funds,  too  many  fads.  Good  mu- 
tual funds  always  have  a  market." 


Loi/v  Voltage 


One  of  Wall  Street's  favorite 
games  these  days  is  called  "playing 
the  energy  Crisis."  That  should  be  old 
hat  for  the  ^Energy  Fund,  and,  so,  it 
should  be  going  great  guns. 

Only  it  isn't.  True,  its  asset  value 
has  not  declined  this  year,  which  is 
more  than  you  can  say  for  most  mu- 
tual funds  (the  industry  average  is 
down  11%  according  to  the  Lipper  sur- 
vey). But  since  when  do  they  give 
prizes  for  just  "breaking  even? 

Energy  Fund  did  well  enough  in 
some  of  its  stocks.  Its  holdings  of  Ex- 
xon have  appreciated  over  35%  from 
its  1972  low  and  its  Standard  of  Cali- 
fornia shares  over  150%.  More  recent- 
ly, thanks  to  Arab  moves  to  cut  down 
U.S.    oil    exports,    the   fund   has   had 


hefty  gains  from  such  domestics  as 
Ashland  Oil,  Atlantic  Richfield  and 
Louisiana  Land  &  Exploration. 

But  the  Energy  Fund  is  far  broad- 
er based  than  the  petroleum  compa- 
nies: "When  we  first  wrote  the  pros- 
pectus," says  fund  President  Donald 
Samuel,  "we  didn't  want  to  define 
energy  in  the  narrow  spectrum  of  gas, 
oil  and  coal."  It  resembles  in  this  re- 
spect the  Chemical  Fund,  whose  defi- 
nition of  "chemical"  is  so  elastic  that 
it  includes  just  about  anything  a  port- 
folio manager  could  conceivably  want 
to  invest  in. 

It  was  partly  this  elasticity  that 
prevented  Energy  from  cashing  in  on 
the  energy  crisis.  Its  portfolio  has  con- 
tained such  1973  bombs— "energy  re- 
lated," whatever  that  means— as  War- 
ner Communications,  NCR,  Eastern 
Air  Lines,  White  Motor  and  Leasee. 


And  for  good  measure,  the  fund 
allows  20%  of  its  assets  to  go  into  non- 
energy-related  companies;  hence  its 
holdings  in  Scott  Paper,  National 
Homes  and  Brockway  Glass. 

What  wouldn't  \.e  included  under 
"energy?"  Answers  Samuel,  "Well, 
banks  or  retailers." 

What  has  this  "flexible"  approach 
to  energy  added  up  to?  A  paii-  of 
mediocre  Cs  in  the  most  recent  Forbes 
Mutual  Fund  Survey  (Aug.  15)  for 
performance  in  up  and  down  mar- 
kets. An  investor  who  bought  Energy 
in  1968  has  yet  to  recover  his  stake. 
Chemical  Fund,  on  the  other  hand, 
got  a  rare  A-A;  its  long-term  record  is 
about  the  best  in  the  business. 

"We've  had  a  few  tough  years," 
acknowledges  Samuel.  "Oils  and  some 
other  categories  we  invested  in  weren't 
very  fruitful."  And  investments  into 
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OurEmbajadorin 

Santo  Domingo  is  now 

perfectly  cool. 

Fhc  Hotel  Embajador  isn't  just  tlie  finest  hotel  in 
Santo  Dom(ngo  It's  a  classic  grand  hotel  in  every 
sonie  The  rooms  are  monumenlal  The  food  is 
extraordinary.  The  service  is  superb 

It  IS  everything  you'd  expect  in  a  fine  hotel, 
and  more  Steam  baths  Tennis  courts  Meeting 
and  banquet  facilities,  A  huge  pool  and  patio 
An  outdoor  bar.  La  Fontana,  one  of  the  city's 
most  popular  gathering  ipolr.  A  casino.  The 
Embas-iy  Ninhtclub  with  nightly  entertainment 

And  a  (omplclcly  brand  new  air  f.onditioninn 
sy',lcm  that  makes  The  Hotel  Embajador  one  of 
the  most  comfortable  places  in  The  Caribbean. 

For  a  brochure,  rates  or  reservations,  see 
your  travel  agent,  or  your  nearest  inter- 
continental sales  ofhce  Or  write  General 
Manager,  Hotel  Embajador,  Santo  Domingo, 
Dominican  Republic 
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The  Hotel  Embajador 
Inter  Continental 

Santo  Domingo,  Dominican  Republic. 
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FOR 

GROWTH  POSSIBILITIES 

CHEMICAL 
FUND,  INC 

This  mutual  fund,  now  in  its  35th 
year,  seeks  growth  of  capital  and 
of  income  by  investing  in  com- 
panies whose  business  is  in 
the  world  of  science  and  re- 
search. Free  prospectus  from  F. 
Eberstadt  &  Co.,  Managers  & 
Distributors,  Inc.,  61  Broadway, 
New  York,  N.Y.  10006. 


The  Funds 


4F 


Name. 


Address- 


City  &  State. 


.such  nonenergy  companies  as  National 
Can  (off  60%  from  cost)  or  Vornado 
(off  80%  from  cost)  didn't  help  either. 
"Also,  beginning  in  1971,  the  fund 
became  affiliated  with  Neuberger  & 
Berman,  which  f)ccame  our  subad- 
viser.  It  took  us  a  while  to  learn  how 
to  read  their  analysts;  that  is,  appraise 
their  appraisals."  In  other  words,  to 
learn  whether  Neuberger's  research 
recommendations  were  worth  paying 
attention  to. 

All  that  is  past  now,  says  Samuel. 

Or  is  it?  TTie  Energy  Fund  failed 
to  got  much  play  on  one  popular  ener- 
gy group  this  year,  that  of  oil-drilling 
equipment  suppliers.  Thus  its  port- 
folio lacked  such  stellar  stock  market 
performers  as  Sante  Fe  International 
(up  nearly   100%  this  year)   or  even 


that  institutional  darling,  Schlumber- 
ger  (now  .selling  at  56  times  earn- 
ings). Energy  also  prematurely  sold 
out  its  holding  of  Phillips  Petroleum 
(up  one-third  since  its  sale) . 

Moreover,  there  are  clouds  on  many 
^  energy  horizons— primarily  political. 
After  all,  could  the  Government  let 
the  oil  and  gas  companies  rack  up 
fabulous  profits  in  a  time  of  severe 
tightness?  Samuel  thinks  it  could,  and 
says  he  doesn't  foresee  any  kind  of 
draconian  restrictions.  And  even  if 
worse  comes  to  worst,  Energy  Fund 
has  lots  of  investment  alternatives  to 
oil  and  gas:  "We  do  have  an  awful 
lot  of  leeway,"  Samuel  notes. 

True  enough.  But  the  Energy  Fund 
record  indicates  that  the  name  of  the 
game  is  more  than  a  game.  ■ 


Readers  Say 


(Continued  from  page  24) 

that  they  resemble  ours.  It  is  ironic 
that  we  are  now  taking  steps  to  re- 
duce the  number  of  participants  in 
our  markets,  like  those  in  Europe. 

—Anthony  M.  LAMPonx 
New  York,  N.Y. 

Sheltered  Capital 

Sih:  You  were  really  doing  the  U.S. 
a  disservice  by  including  oil-drilling 
inv(!stments  in  the  same  category  with 
roscl)ush  and  macadamia  nut  schemes 
in  your  article  about  syndicated  tax- 
shelters  {Sept.  1).  The  smaller  "in- 
dependent" oil  companies  find  far 
more  oil  and  gas  per  well  drilled  or 
dollar  invested  than  the  "majors."  The 
independents  are  generally  underfi- 
nanced and  they  need  capital  from 
"nonoil"  investors  for  their  exploration 
programs.  By  cutting  off  investment 
dollars  (tax-shelter  dollars)  for  the 
stnaller  independent  oil  companies,  you 
would  bo  drastically  increasing  the 
net  cost  per  barrel  of  oil  found. 

— Georc;e  B.  Sewell 
Calgary,  Alberta,  Canada 

Hurts  Late  Bloomers 

Sib:  Re  your  article  on  the  recent 
re-emergence  of  the  importance  of 
cash  dividends  (Oct.  1).  Part  of  this 
renewed  interest  is  the  relaxation  of 
the  federal  guidelines  which  now  per- 
mit a  firm  to  pay  cash  dividends  com- 
mensurate with  its  average  payout 
ratios  for  1968-72.  This  change,  how- 
ever, is  discriminatory  against  those 
firms  whose  earnings  grew  during  the 
last  two  years  when  increases  in  cash 


dividends  were  limited  to  4%  annually. 
Such  firms  experienced  declining  pay- 
out ratios;  their  average  payout  ra- 
tios for  the  last  five  years  have 
declined. 

— Hebbert  B.  Mayo 

Assistant  Professor, 

Rider  College 

Trenton,  N.J. 

For  the  Record 

Sih:  True,  the  record  business  is 
maturing  and  will  not  continue  to 
grow  at  the  rate  we  have  seen  over 
the  last  20  years  (Sept.  15).  But  the 
same  thing  can  be  said  for  the  auto- 
mobile industry.  This  does  not  make  it 
undesirable.  As  for  the  end  of  un- 
limited costs,  promotions,  $350,000 
salaries  and  bonuses,  etc.,  this  is  the 
phenomena  of  any  industry  that  has 
tremendous  growth  and  suddenly  set- 
tles down  to  become  a  mature  indus- 
try. Some  companies  readily  orient 
themselves  to  the  new  environment 
and  others  keep  their  old  ways  and 
fail.  The  record  companies  should  not 
be  any  different. 

— Bebtil  D.  Nobdin 

President, 

CRT  Corp. 

Surmyvale,  Calif. 

Straightening  Out  a  Name 

Sih:  Re  your  article  on  Leonard 
Bloom  {Faces  Behind  the  Figures, 
Oct.  15).  An  orthodonti.st  straightens 
teeth,  he  does  not  "pull"  them.  I  hope 
Dr.  Bloom's  investment  acumen  is 
sharper  than  your  remark  about  ex- 
tracting dollars. 

—Howard  E.  Lenzeh 

Manager,  Dental  Div. 

Siemens  Corj}. 

Iselin,  N.J 
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Did  Grouse-Hinds 
run  this  ad  loo  long? 


You've  probably  seen  this 
simple,  powerful  Crouse- 
Hinds  ad  several  times  in  one 
or  more  of  our  magazines. 

That's  not  surprising. 

They  kept  running  this 
same  ad  over  and  over  again. 
49  times  from  September  1972 
till  March  1973.  The  exact 
same  ad. 

Is  that  too  long  for  one  ad? 

Before  this  ad  began  its  re- 
peated solo  flights,  a  survey 
was  made  among  people 
holding  management  jobs  in 
business  and  government. 
The  very  people  with  whom 
Crouse-Hinds  wants  to  com- 
municate. 

The  survey  measured  (a) 
how  aware  these  people  were 
of  Crouse-Hinds,  (b)  how 
well  they  could  identify 
Crouse-Hinds  products,  (c) 
how  much  of  a  quality  im- 
pression Crouse-Hinds  had 
made  on  them,  and  (d)  what 
other  image  Crouse-Hinds 
had  among  this  strategic 
group. 

After  the  ad  had  run  only  a 
few  times,  a  follow-up  survey 
was  taken. 


Safety. 

Agocid 
inyestment 

Especially 
now. 
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The  results?  Company 
awareness  up  91%.  Product 
identification  up  129%.  Im- 
pression of  the  company  up 
109%.  Quality  product  image 
up  120%.  And,  Crouse-Hinds 
image  as  a  growth  company 
up  180%. 

What's  all  this  going  to  do 
for  the  bottom  line  at  Crouse- 
Hinds? 

Sales  Earnings 

1970  $77,713,000  1.02 

1971  $78,969,000  1.07 

1972  $92,546,000  1.35 

No  one  will  ever  know  for 
sure.  As  a  science,  advertis- 
ing isn't  that  exact. 


But  Crouse-Hinds  knows 
one  thing  for  sure.  Running  a 
good  ad  over  and  over  again 
can  be  a  good  idea. 

Remarkably,  there  still  are 
some  people  who  think  the 
strong  relationship  between 
business  success  and  busi- 
ness advertising  is  just... co- 
incidence. If  you're  one  of 
them,  we'd  like  to  show  you 
how  frequently  these  happy 
coincidences  happen  to  com- 
panies who  advertise  in  our 
magazines. 

We'd  like  to  show  you  all 
the  reasons  for  investing 
some  of  your  marketing 
money  with  us... where  ad- 
vertising means  business. 
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Four^reat 
business  locations. 


AMERICAN  FINANCIAL 
CORPORATION . . . 
COMMITTED 
TO  GROWTH 

American  Financial  Corporation's  operating  results  have 
continued  tbeir  strong  upward  trend  through  the  first  nine 
months  of  1973  —  a  trend  established  by  uninterrupted 
gains  over  the  Company's  fourteen  year  history.  Com- 
pared to  1959,  our  first  year,  earnings  per  share  in  1972 
v\/ere  251/2  times  greater,  earnings  were  70  times  larger 
and  total  assets  at  year-end  were  55  times  as  great. 
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NET  EARNINGS 

(millions  o(  dollars) 
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68        69 

li 

70        71         72 

1972 

$15,085 

1971 

11,819 

1970 

9,233 

1969 

6,850 

1968 

4,069 

1.300 
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650 


325 


TOTAL  ASSETS 

(millions  of  dollars) 

AMERICAN  FINANCIAL'S 
Pattern  of  growth 
continued  through  the  first 
nine  months  of  1973. 

Earnings  per  share  up  21% 
1973  —  $  .91 
1972—     .75 

Earnings  up  22% 
1973  — $12,895,000 
1972—   10,569,000 

Assets  up  27% 

1973  — $1,250,000,000 

1972—      988,000,000 

-rtrt 

68        69        70         71        72 

1972                      $1,050 
1971                            936 
1970                           708 
1969                           654 
1968                           517 

For  information  about  our  report,  write  to:  One  East  Fourth  Street.  Cincinnati,  Ohio  45202 


AMERICAN  FINANCIAL  CORPORATION 

AMERICAN  CONTINENTAL  HOMES  •  AMERICAN  CONTINENTAL  INSURANCE  COMPANY  •  AMERICAN  EMPIRE 
INSURANCE  COMPANY  •  AMERICAN  FINANCIAL  LEASING  &  SERVICES  CO.  •  THE  CINCINNATI  ENQUIRER 
•  THE  FIDELITY  NATIONAL  LIFE  INSURANCE  COMPANY  •  HUNTER  SAVINGS  ASSOCIATION  •  LIBERTY 
MORTGAGE  INSURANCE  CORPORATION  •  THE  PROVIDENT  BANK  •  UNITED  LIBERTY  LIFE  INSURANCE  CO. 
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Composed  of  the  following: 
Ptodiiciton 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  o1  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

By  L  0.  Hooper 


Consider 

The  Unpopular 


The  late  Herbert  Casson,  when  he 
wrote  for  Forbes  a  good  many  years 
ago,  advocated  buying  straw  hats  in 
January.  What  he  had  in  mind  was 
buying  the  unpopular  and  avoiding 
the  overvalued,  those  stocks  high- 
priced  simply  because  they  are  in 
vogue.  In  my  column  in  the  last  issue, 
I  remarked  that  copper  stocks,  the  cy- 
clicals of  ^the  cyclical,  should  be 
bought  when  the  price  of  the  metal 
is  low  and  earnings  are  depressed; 
they  should  be  sold  when  the  red 
metal  sells  at  prices  allowing  high  per- 
share  earnings.  This  may  be  a  good 
time  to  buy  unpopular  stocks  now 
much  out  of  vogue. 

Chartists  won't  do  this  because 
they  want  to  go  along  with  an  es- 
tablished trend.  Most  in-and-out  trad- 
ers won't  do  it  because  they  are  look- 
ing for  quick  results  and  have  no  pa- 
tience with  things  that  don't  perform 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


tomorrow  (or  even  yesterday).  Pes- 
simists won't  do  it  because  they  can 
stress  only  the  negatives,  indeed  they 
glory  in  negatives.  Buying  pessimism, 
however,  often  does  appeal  to  funda- 
mentalists, who  think  that  the  art  of 
investing  consists  of  buying  things  for 
less  than  they  are  worth.  This  may 
be  a  good  time  to  look  at  the  ne- 
glected issues,  especially  in  cases 
where  there  is  a  somewhat  hidden 
thesis  to  buy  them. 

For  example,  everyone  has  been 
keen  about  the  semiconductors,  and 
the  earnings  of  these  companies  have 
been  rising  rapidly.  National  Semi- 
conductor advanced  this  year  from  23 
to  108,  and  Fairchild  Camera  from 
32  to  90.  At  the  other  end  of  the 
stick  is  the  extreme  unpopularity  of 
the  mobile  home  issues:  Skyline,  late- 
ly selling  around  15  against  a  high  of 
74  in  1972;  Redman  Industries, 
around  8  against  a  1972  high  of  37; 
Champion  Home  Builders,  around  5 


against  a  1972  high  of  26. 

Several  factors  stand  out  in  giving 
first  consideration  to  Skyline,  the  vol- 
ume leader  of  the  industry:  its  sensa- 
tional growth  record  in  the  1963-71 
period;  its  reasonable  capitalization 
( almost  all  common  stock ) ;  its  avoid- 
ance of  the  industry's  bad  mistakes  in 
campers;  and  the  high  quality  of  its 
products  and  management.  As  long 
as  low-  and  middle-income  home  buy- 
ers can  obtain  shelter  ( fully  furnished ) 
for  $7,000  to  $20,000,  while  com- 
parative conventional  shelter  costs 
$30,000  and  up  (unfurnished),  the 
mobile  home  industry  has  a  good 
future.  Present  high  material  costs 
and  many  other  problems  are  pass- 
ing factors. 

The  trouble  with  Champion  Home 
is  that  it  has  almost  35  million  shares 
issued.  I  am  not  too  enthusiastic 
about  Winnebago  [5)  because  it  has 
too  many  shares  issued  (about  25.2 
million)  and  because  I'm  afraid  that 
campers  will  find  it  hard  to  cope 
with  expensive  and  scarce  gasoline. 
Winnebago  has  only  a  little  more  than 
$8  of  sales  back  of  each  share.  Too 
many  splits. 

Two  Choices 

In  the  power-generating  machin- 
ery field  there  are  two  companies.  One 
is  Combustion  Engineering  ( 84 ) , 
which  has  been  doing  very  well  for 
several  years  and  whose  stock  has  been 
very  popular.  The  other  is  Babcock 
<b  Wilcox    ill) ,  which  in   late  vears 
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has  not  done  so  well  due  to  some  poor 
contracts  and  some  labor  trouble.  Bab- 
cock  now  has  a  backlog  of  $3  billion, 
with  most  of  its  bad  contracts  worked 
oflF.  I  would  buy  the  unpopular  de- 
pressed stock,  perhaps  even  selling 
Combustion  to  do  it. 

The  Out-of-Favor  Coals 

Norfolk  6-  Western  (63)  pays  $5 
a  year  in  dividends,  should  earn  $9 
or  so  this  year,  has  a  balance  sheet 
good  enough  to  please  anyone,  and 
is  definitely  a  coal-related  company. 
This  is  a  very  unpopular  stock.  It  is 
an  excellent  value  and  provides  a  bet- 
ter dividend  return  than  most  NYSE 
stocks  of  its  quality.  It  is  cheap.  It 
will  be  "discovered"  eventually. 

The  environmentalists  are  still  after 
the  coal  industry,  but  I  think  there 
will  be  much  less  objection  to  strip 
mining  as  soon  as  the  public  gets  cold 
enough,  experiences  an  electric  power 
shortage  and  has  to  cope  with  a  gas 
shortage.  Coal-related  companies  are 
unpopular,  even  with  coal  company 
managements.  This  country's  biggest 
energy  resource  is  in  its  coal  depos- 
its. In  an  energy  crisis,  which  now 
seems  inevitable,  something  must  be 
done  with  coal. 

Westinghouse  Electric  (32)  is  down 
from  a  high  of  47?8  this  year,  and 
last  year  it  sold  as  high  as  54J^.  The 
stock  was  soft  after  a  report  of  what 
was  regarded  as  a  disappointing  Sep- 
tember quarter  showed  earnings  of 
50  cents  a  share  against  55  cents  a 
year  ago.  The  profits  of  the  power 
systems  group  were  down.  Next  year 
the  power  systems  group,  and  most 
of  the  other  divisions  of  Westinghouse, 
should  do  much  better,  and  the  earn- 
ings trend  should  be  favorable.  WX 
does  a  good  export  business,  and  the 
cheaper  dollar  makes  it  much  easier  to 
compete  abroad.  This  is  a  good  time  to 
buy  this  unpopular  blue  chip,  which 
should  earn  $2.20  a  share  this  year, 
just  a  shade  under  1972,  and  prob- 
ably realize  earnings  of  $3  or  better 
in  1974. 

Of  the  great  natural-resource  con- 
glomerate rails,  Canadian  Pacific  ( 17 ) 
looks  cheaper  than  the  other  two. 
Union  Pacific  and  Burlington  North- 
ern. This  seems  to  be  because  of  the 
political  situation  in  Canada,  which 
should  become  more  stable  as  soon  as 
there  is  a  more  decisive  national  elec- 
tion. The  stock  is  an  excellent  value  in 
a  huge  railroad,  in  an  airline,  in  a  ship- 
ping company,  in  mines,  in  a  hotel 
operation,  in  timber,  in  oil  and  in  land. 
The  stock  has  not  kept  pace  with  that 
of  either  Union  Pacific  or  Burlington 
Northern.  Here  again  is  an  issue 
which  is  unpopular,  probably  only 
temporarily  so.  But  the  stock  will  de- 
mand more  patience  than  Burlington 


Northern  (40),  which  still  is  one  of 
my  favorites. 

I  have  been  underestimating  the 
1973  earnings  of  U.  S.  Steel  (35).  In 
view  of  results  for  the  September 
quarter,  which  probably  will  be  near- 
ly duplicated  in  the  fourth  quarter, 
an  estimate  of  $6  a  share  for  the  year 
seems  not  far  oflF  the  mark.  Such  earn- 
ings apparently  will  be  realized  on  a 
profit  margin  of  only  about  5%,  prob- 
ably a  little  less.  This  will  be  the  big- 
gest year,  as  far  as  shipments  go,  in 
the  history  of  the  American  steel  in- 
dustry. There  is  no  vogue  factor  in 
the  price  of  U.S.  Steel,  or  in  the  price 
of  any  other  steel  stock. 

I  have  not  recommended  the  mo- 
tors, because  I  think  the  unpopularity 
of  this  group  is  justified.  There  is  an 
open-and-shut  case  that  auto  compa- 
ny sales  and  profits  will  be  lower  next 
year  than  this,  probably  sharply  low- 
er. This  industry,  I  think,  is  an  in- 
evitable casualty  of  the  energy  short- 
age. The  motors  are  too  low  to  sell, 
but  I  would  buy  them  only  on  a  short- 
term  trading  basis.  They  seldom  have 
been  so  cheap  in  terms  of  current 
earnings  and  book  values. 

A  1050  Dow 

Some  comment  on  the  general 
stock  market  is  in  order.  It  is  not 
strange  after  so  large  a  rise  in  so 
short  a  time  that  the  list  has  met 
congestion  in  the  970-1000  area, 
where  it  has  stalled  or  slowed  down 
seven  times  in  the  past  three  years.  I 
do  think,  however,  that  after  this  cor- 
rection we  may  recover  enough  mo- 
mentum to  carry  the  Dow  Jones  in- 
dustrial average  to  somewhere  around 
1050  by  the  end  of  the  year.  Stocks 
were  too  cheap  last  May  and  last 
August.  At  the  recent  top,  I  suspect 
that  the  market  was  neither  cheap 
nor  extravagantly  high. 

Present  indications  are  that  earn- 
ings on  the  Dow  this  year  will  be  be- 
tween $80  and  $85  a  share.  This 
compares  with  $67.11  in  1972,  $55.09 
in  1971,  and  $51.02  in  1970.  My  Jan. 
1  estimate  in  this  column  was  "be- 
tween $70  and  $75  a  share,"  so  I 
was  too  conservative.  My  guess  is  that 
there  won't  be  any  increase  in  earn- 
ings on  the  Dow  in  1974.  That  does 
not  mean  that  stocks  must  go  down 
just  because  earnings  do  not  increase. 
The  current  price/ earnings  ratio  on 
the  Dow  is  under  12.  That  may  look 
low,  but  you  know  that  the  price/ 
earnings  ratio  should  be  lowest  when 
earnings  are  highest,  and  that  his- 
torically it  often  has  been  highest 
when  earnings  were  lowest.  There's 
nothing  illogical  about  this.  The  prict^ 
of  $1  of  high-prosperity  earnings 
should  not  be  as  high  as  the  price  of 
$1  of  depressed  earnings.   ■ 
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Stock 
Analysis 


In  The  Dark 


By  Heinz  H.  Biel 


Every  investor  knows  that  there  is 
no  such  thing  as  certainty.  As  there 
has  to  be  a  buyer  for  every  seller, 
and  vice  versa,  it  is  obvious  that  the 
two  parties  must  be  in  disagreement, 
either  on  value  or  on  prospects.  It 
is '  only  natural  that  each  side  won- 
ders whether  the  other  one  knows 
something  that  he  doesn't  know.  That 
is  the  character  of  every  free  market, 
and  the  risk  of  making  a  wrong  deci- 
sion is  a  normal  condition. 

The  present  situation,  however,  is 
highly  abnormal  because  everyone, 
without  exception,  is  completely  in 
the  dark  as  to  what  may  happen  in 
the  future.  There  is  no  way  even  to 
guess  the  conceivable  consequences 
of  a  worldwide  shortage  of  petroleum. 
And  since  it  is  impossible  to  visualize 
a  calamity  of  such  far-reaching  mag- 
nitude, how  can  one  draw  an  intelli- 
gent conclusion?  The  economic  life 
of  the  entire  Free  World  is  at  stake. 
How  long  will  the  world  tolerate  this 
sort  of  blackmail?  But  who  knows? 

The  stock  market,  traditionally,  dis- 
likes nothing  more  than  uncertainty. 
If  in  doubt,  sell!  That's  the  old  nile, 
and  as  uncertainties  grow  worse,  the 
selling  will  become  more  persistent. 
In  the  present  case  the  initial  selling 
was  concentrated  on  companies 
where  the  direct  effect  of  an  acute 
oil  and  gas  shortage  was  easy  to  see; 
But  then  people  realized  that  petro- 
leum products  are  not  only  a  fuel  but 
also  a  vital  raw  material  for  major 
industries.  Yet,  does  it  make  sense,  is 
it  prudent,  for  instance,  to  dump  the 
chemical  stocks  because  of  the  mere 
threat  of  shortages?  I  don't  know.  If 
it  gets  that  bad,  one  probably  should 
not  own  any  stocks  at  all. 

It  is  most  unfortunate  that  this 
impending  crisis  comes  at  a  time 
when  the  country  is  without  strong 
government  leadership.  How  can  an 
administration  function  effectively  if 
the  President's*  position  is  so  severely 
impaired  that  his  resignation  becomes 
a  distinct  possibility?  And  who  would 
succeed  Mr.  Nixon?  Mr.  Ford,  or  Mr. 
Albert?  And  what  are  their  qualifica- 
tions for  guiding  this  country  in  what 

Mr  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson   Inc. 
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may  be  a  most  difficult  period?  I  don't 
think  I  have  ever  written  a  column 
with  that  many  question  marks. 

Maybe  the  situation  is  not  as  bleak 
as  it  seems  right  now,  although  it 
could  be  dangerous  to  ignore  com- 
pletely the  possible  implications  of 
current  events.  Aside  from  the  polit- 
ical turmoil,  both  abroad  and  at 
home,  the  picture  is  rather  bright.  As 
was  to  be  expected,  unemployment 
has  dropped  to  the  lowest  level  in 
3/2  years;  agriculture  is  enjoying  un- 
paralleled prosperity;  most  industries 
are  operating  at  capacity;  and  profits 
are  very,  very  good.  Of  course,  when 
the  entire  economy  is  prospering  as 
much  as  it  has  this  year,  what  can 
there  be  for  an  encore?  The  fact  that 
there  is  little  if  any  room  left  for  fur- 
ther improvement  is  the  reason  why 
the  stock  market  had  shown  only  a 
little  exuberance  even  before  a  fear 
psychosis  began  to  take  hold. 

"/nvenfory"  Profits 

The  stock  market  has  also  been 
right  in  giving  a  comparatively  con- 
servative valuation  to  this  year's  spec- 
tacular increase  in  corporate  earnings. 
In  many  instances  they  have  been 
greatly  inflated  by  inventory  gains, 
which,  of  course,  are  nonrecurring. 
While  accurate  data  are  not  avail- 
able, it  is  suspected  that  this  may 
have  accounted  for  a  sizable  percent- 
age of  profits  of  companies  that  do 
not  use  the  LIFO  (last  in-first  out) 
method  of  inventory  accounting. 

As  long  as  inflation  continues,  in- 
ventories will  tend  to  increase  in  val- 
ue. However,  it  is  probable  that  prices 
will  rise  at  a  lesser  rate  in  1974  than 
was  the  case  this  year,  when  we  felt 
the  full  impact  of  the  dollar  devalua- 
tion. As  a  result,  inventory  apprecia- 
tion will  be  smaller  and  overall  cor- 
porate profits  may  show  a  decline 
next  year,  even  if  the  economy  should 
maintain  its  present  level  of  high 
prosperity.  I  wonder  whether  this  fac- 
tor has  been  given  adequate  consid- 
eration in  the  many  highly  optimistic 
earnings  projections  for  1974. 

Banks,  insurance  companies  and 
other  financial  institutions,  of  course, 
have  no  inventory  adjustment  prob- 
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lems.  These  companies  offer  virtually 
automatic  inflation  protection  be- 
cause their  business  is  in  money,  and 
as  the  money  supply  is  inflated,  their 
volume  of  business  will  inflate  at 
more  or  less  the  same  rate.  The  main 
problem  is  that  fresh  capital  funds 
have  to  be  added  from  time  to  time 
to  keep  pace  vi^ith  the  growing  vol- 
ume of  business  and  to  maintain  safe 
'  capital  ratios. 

¥irst  National  City  Corp.  has  been 
my  favored  bank  stock  for  a  long  time. 
I  still  regard  it  as  a  strong  "hold," 
but  no  longer  as  an  outstanding 
"buy";  a  multiple  of  over  20  times 
next  year's  earnings  is  getting  a  little 
rich  for  my  taste.  For  new  invest- 
ments in  a  major  New  York  City 
bank,  I  would  consider  Manufactur- 
ers Hanover  ( 39 ) ,  which  after  several 
years  of  relative  earnings  stagnation  is 
attaining  new  profit  peaks.  The  com- 
pany earned  $3.23  a  share  in  the  past 
12  months.  A  P/E  of  12  seems  most 
reasonable  for  a  high  quality  invest- 
ment. The  $1.56  dividend  rate  pro- 
vides a  4%  return. 

The  stock  of  Beneficial  Corp.,  the 
second-largest  personal  loan  company 
with  substantial  interests  in  retailing 
(Western  Auto  Supply  and  Spiegel), 
had  an  unusually  violent  stock  market 
history  this  year.  The  stock  plunged 
from  its  alltime  high  of  55  a  year 
ago  to  a  low  of  22*2  this  summer. 
Both  extremes  were  exaggerations. 
This  year's  earnings  will  be  down 
somewhat  from  the  1972  record  of 
$3.95  a  share,  but  probably  will  not 
be  less  than  $3.80.  The  decline  was 
caused  largely  by  higher  borrowing 
costs.  This  does  not  seem  to  have 
caused  undue  concern  for  manage- 
ment, because  the  dividend  was 
raised  twice  this  year. 

At  its  present  price  of  around  29, 
Beneficial  appears  undervalued.  The 
stock  has  sold  above  that  level  in  ev- 
ery year  since  1961.  The  present  $1.25 
dividend  rate  provides  a  yield  of  4.3%, 
but  a  somewhat  better  return  (6.7%) 
can  be  obtained  by  buying  the  $4.30 
preferred  stock,  which  is  convertible 
into  2.1  common  shares.  At  64  the 
preferred  is  selling  at  a  modest  pre- 
mium of  three  points  above  conver- 
sion parity. 

Insurance  stocks  that  had  done 
nicely  in  the  rally  of  the  past  several 
months  also  suffered  rather  sizable 
declines  in  the  most  recent  setback, 
Aetna  Life  and  Casualty,  ■•which  had 
climbed  to  a  new  alltime  high  only 
last  month,  came  down  ten  points 
in  a  hurry.  If  the  stock  should  decline 
somewhat  further,  say  the  mid-  to  low- 
er 60s,  I  would  consider  it  a  very 
attractive  investment  of  a  highly  con- 
servative nature.  Aetna's  earnings  this 
year  are  expected  to  top  $7  a  share.  ■ 
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Special  once-a-year  pre-publication  offer  of 

United^ 

Annual  Forecast 

for  1974 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND,  ma 

Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industt7  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in:  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 

One  Charle*  Center,  Dept.  A6 

Baltimore,  Maryland  21201  (301)  547-2136 


Name. 


Address. 

City 


.State. 


Zip  Code- 


For  people 


about,  golf. 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure: 
Ralph  L  McEntyre,  General  Manager,  Pal- 
metto Expressway  at  N.W.  154  Street,  Miami 
Lakes  Florida  33014  or  call  Miami 
(305)  821-1150. 

Miami  Lakes  Inn 

O  Country  Chih 


veniure  capital 
isslslance 

For  any  worthwhile  project. 

$50  thousand  to  $5  million. 

Send  details 

Box  8301,  Dept.5,  Universal  City,  CA.  91608 


Technician's 
Perspective 

ByJohnW.SchuIz 


Case  Against  A 
Bear-Market  Rally 


Writing  for  the  mid-October  issue 
of  Forbes,  I  referred  to  the  rush  of 
stock  buying  which  began  in  mid- 
September  and  observed  that  such 
"buying  stampedes  usually  don't  last 
much  longer  than  two  or  three 
weeks  .  .  .  [but]  do  tend  to  fore- 
shadow prolonged  and  significant 
advances  in  the  overall  stock  price 
movement.  .  .  ." 

It  has  since  become  clear  that  this 
stampede  ended  on  Oct.  12,  with  the 
Dow  posting  an  intraday  high  at 
991.80,  after  a  run  lasting  somewhat 
more  than  four  weeks— long  enough, 
in  my  opinion,  to  overcome  suspicions 
that  it  was  merely  part  of  an  un- 
usually wide  and  prolonged  bear- 
market  rally.  Yet  these  suspicions 
have  not  only  survived  in  the  minds 
of  many  investors,  but  were  rein- 
forced more  recently  by  a  political 
crisis  at  home  and  a  military  and  dip- 
lomatic crisis  abroad. 

At  press  time  both  crises  were  still 
vmresolved,  leaving  the  market  labor- 
ing under  a  large  residue  of  uncertain- 
ty. A  majority  of  stocks  had  begun  to 
underperform  the  Dow  again,  reminis- 
cent of  last  spring's  miserable  mar- 
kets. More  recently,  however,  this  re- 
lationship seemed  to  be  improving 
once  again,  against  the  background  of 
a  severely  oversold  technical  condition. 

The  question  is  whether  there  are 
reasons,  apart  from  the  buying  stam- 
pede, for  thinking  that  the  longer 
term  trend  of  stock  prices  has  been 
and  remains  up,  since  a  majority  of 
common  stocks  hit  1973  lows  in  late 
May  and  the  broad-based  price  in- 
dices hit  lows  in  early  July. 

Here  are  some  of  the  reasons,  as 
I  see  them.  One  is  that  apparently 
no  more  than  a  relatively  small  part 
of  an  unusually  large  sidelined  buy- 
ing-power  potential  (outlined  here 
four  weeks  ago)  was  dissipated  dur- 
ing the  buying  stampede.  During  the 
first  three  weeks  of  the  stampede, 
net  stock  purchases  by  round-lot  cus- 
tomers on  the  New  York  Stock  Ex- 
change added  up  to  not  quite  4.3 
million  shares,  worth  probably  about 
$150  million.  This  works  out  to  net 


Mr.  Schuiz  Is  a  Mnior  vice  president  of  the  NYSE 
firm  of  Abrahim  &  Co.,  Inc. 


buying  at  an  annual  rate  of  some 
$2.5  biUion  (without  seasonal  ad- 
justment), or  only  one-eighth  of  my 
(probably  on  the  low  side)  $20-bil- 
lion  estimate  for  potential  demand 
from  major  stock  market  participants. 
This  relatively  low  rate  of  overall  net 
stock  buying  may  be  due  to  con- 
tinued net  selling  by  the  mutual 
funds  and  to  additional  debit-balance 
reductions  in  margin  accounts  during 
September. 

Next,  I  think  it's  fair  to  assume 
that  the  trend  of  short-term  interest 
rates  and  the  trend  of  money-supply 
growth  will  be,  on  balance,  favorable 
for  stock  prices  during  the  foreseeable 
future.  While  I  doubt  that  short- 
term  credit  will  get  "cheap"  any  time 
soon,  it  seems  clear  enough  that  the 
upward  spiral  in  interest  rates  is  a 
thing  of  the  past,  and  that  investors 
will  not  have  to  worry  about  an- 
other such  vicious  trend  in  a  hurry. 
Latest  available  data  suggest  that  the 
money  supply  (currency  and  demand 
deposits)  has  begim  to  move  toward 
resumption  of  a  tolerable  annual 
growth  rate,  after  four  months  of  no 
growth  at  all.  At  a  minimum,  this 
prospect  should  eliminate  one  factor 
that  has  tended  to  aggravate  price 
weakness  in  the  stock  market. 

Moreover,  demand  for  bank  credit 
having  subsided  markedly  since  last 
August,  there  is  at  least  a  possibility 
that  the  Federal  Reserve  Bank  would 
come  through  with  a  cut  in  margin 
requirements  if  stock  prices  threat- 
ened to  stage  a  severe  decline.  Such 
reductions  have  almost  invariably 
helped  the  stock  market  to  advance 
substantially,  sooner  or  later.  With 
debit  balances  down  almost  $2.2  bil- 
lion for  this  year's  first  nine  months, 
the  Fed  would  have  some  justifica- 
tion for  such  a  move. 

I  think,  too,  that  circumstances  will 
continue  to  favor  demand  for  Ameri- 
can common  stocks  from  investors 
abroad,  one  of  the  major  visible 
sources  of  potential  buying  power. 
The  dollar  has  lately  been  strong  in 
foreign-exchange  markets,  partly  be- 
cause the  U.S.  trade  balance  turned 
favorable  sooner  and  more  vigorously 
than  had  been  widely  expected.  An- 
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other  factor  is  that  the  sharply  higher 
cost  of  Arab  oil  seems  likely  to  do 
relatively  greater  damage  to  other 
economies  than  to  our  own.  With 
foreign-exchange  risks  attaching  to 
the  dollar  no  longer  the  deterrent 
they  were  last  spring,  foreign  inves- 
tors ought  to  be  willing,  even  eager, 
to  buy  our  common  shares,  which 
should  look  cheaper  and  less  vulner- 
able than  many  of  theirs. 

Still  Room  for  Improvement 

Another  point:  There  is  not  really 
much  evidence  to  support  the  popular 
view  that  the  September-October  buy- 
ing stampede  lifted  prices  "too  far, 
too  soon."  In  my  view,  the  advance 
had  merely  coiTCCted  some  of  the  most 
radical  underpricing  seen  in  a  genera- 
tion. When  the  stampede  ended  in 
mid-October,  it  left  a  majority  of  com- 
mon stocks  far  below  luxury  valua- 
tions. Thus,  the  broad-based,  un- 
weighted Value  Line  Composite  price 
index  gained  over  19%  from  its  July 
low  to  its  Oct.  12  stampede  high, 
whUe  its  price/ earnings  ratio  ad- 
vanced less  than  15%,  from  8.3:1 
to  9.5:1.  Earnings,  in  other  words, 
rose  relatively  more  than  prices.  And 
an  average  multiple  under  10  hardly 
squares  with  the  too-far-too-soon  no- 
tion. Yet  the  Value  Line  Composite 
outperformed  all  other  major  price 
indices  during  that  three-month  pe- 
riod: The  Dow  gained  about  15%; 
the  NYSE  Composite,  about  13%;  and 
the  Standard  &  Poor's  industrials, 
about  9%. 

Of  course,  there  is  considerable  un- 
certainty over  the  trend  of  aggregate 
corporate  earnings  during  the  next  12 
to  15  months.  Economists'  projec- 
tions range  from  moderate  gains  to 
noticeable  declines,  year-to-year,  for 
calendar  1974.  (My  own  guess,  what- 
ever it  may  be  worth,  is  for  relatively 
little  net  change,  with  a  slight  bias 
in  favor  of  a  modest  gain. ) 

More  important,  however,  in  the 
present  situation— and  especially  un- 
der tolerable  money-and-credit  condi- 
tions—should be  the  near  certainty 
that  dividend  payments  will  continue 
to  rise,  everj  if  earnings  do  not.  This 
year,  according  to  some  estimates, 
corporate  dividends  will  equal  only 
about  40%  of  earnings  (after  inven- 
tory valuation  adjustment),  against 
47%  last  year.  With  a  47%  payout 
ratio  in  1974,  aggregate  dividends 
could  be  some  15%  higher  than  this 
year's,  even  if  earnings  were  some- 
what lower.  Any  such  prospect, 
coupled  with  what  1  think  is  a  still 
powerful  technical  situation,  would 
argue  in  favor  of  higher  stock  prices 
next  year  and,  nearer-term,  against 
a  very  severe  and  prolonged  reaction 
from  last  month's  recovery  highs.  ■ 
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Wall  Street 
View 


'Why  Not 
My  Stocks? 


By  Robert  Stova// 


Shaping  concepts  and  investment 
strategies  amidst  the  momentum  of 
intellectual  quiet  is  the  way  I  prefer 
to  work.  Just  the  opposite  environ- 
ment has  prevailed  these  last  several 
weeks.  Shock  waves  have  been  bat- 
tering at  investors'  sensibilities  at  a 
fierce  pace.  The  only  positive  reading 
I  can  give  to  the  trials  of  the  Ad- 
ministration is  that  it  has  turned  the 
legal  profession  into  America's  latest 
growth  industry. 

But  stock  market  participants  be- 
haved as  though  they  had  all  been 
trained  in  future-shock  therapy:  The 
securities  markets  were  so  slow  re- 
acting to  a  startUng  string  of  devel- 
opments. Then  the  market  experi- 
enced a  strong  correction. 

On  the  assumption  that  President 
Nixon  will  serve  out  his  term,  in- 
vestors seem  to  be  most  motivated 
by  interest  rates,  inflation,  shortages, 
the  economy  and  politics— and  in  that 
order.  Therefore,  the  biggest  recent 
investment  news  is  the  beginnings  of 
what  may  be  a  long  decline  in  short- 
term  interest  rates.  Inflation  will  prob- 
ably average  out  at  a  most  unsatis- 
factory 6%-plus  for  1973.  Next  year, 
reduced  economic  demand  may  puU 
the  rate  down  closer  to  5%. 

Profits  Down,  Stocks  Up? 

But  what  of  earnings,  and  the  mar- 
ket response  to  them?  With  business 
activity  shrinking  slowly,  and  inven- 
tory profits  a  onetime  thing  for  most 
companies,  I  expect  that  corporate 
profits  in  1974  will  be  down  from 
5%  to  10%  from  1973's  alltime  high. 
A  small  decline,  following  the  gain  of 
25%  or  more  expected  this  year,  will 
still  leave  earnings  at  a  very  respect- 
able level.  What  is  the  precedent  for 
both  a  decline  in  corporate  profits 
and  a  somewhat  better  stock  market 
occurring  the  same  year?  There  is 
plenty  of  evidence  to  support  such 
a  possibility. 

Since  1924  there  have  been  16 
years  in  which  earnings,  as  measured 
by  the  Standard  &  Poor's  425  stocks, 
have  declined.  In  ten  of  those  16 
years,  the  stock  market  rose.  In  pre- 

Mr.  Stova  1 1  is  a  vice  president  of  the  NYSE  firm  of 
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vious  columns  I  have  referred  to  cor- 
relations between  price/ earnings  ra- 
tios and  earnings,  with  similiar  re- 
sults. Price/ earnings  miJtiples  almost 
always  rise  in  years  when  earnings 
decline.  Since  the  average  stock  cur- 
rently carries  a  P/E  below  13  times, 
the  market  is  selling  at  an  abnormally 
low  relative  level  when  compared 
with  former  experience. 

As  usually  happens,  many  stocks 
have  yet  to  participate  in  the  new 
optimism.  The  plaintive  cry,  "But  why 
not  my  stocks?,"  is  heard  from  broker- 
age offices  and  wherever  investment 
performance  is  discussed.  What  is 
particularly  galling  is  to  find  a  stock 
which  has  the  vogue  attributes,  but 
has  not  as  yet  begun  to  participate 
with  its  peers.  Some  favorites  of  past 
columns  deserve  an  updated  mention. 

Unexploited 

Tenneco  (NYSE-26)  has  a  number 
of  its  multifaceted  activities  concen- 
trated in  areas  that  are  attracting  in- 
vestment dollars.  Its  pipeline  system 
has  surplus  delivery  capacity  of  nat- 
ural gas  through  1975,  after  which  a 
small  gap  would  appear  if  no  addi- 
tions to  supply  were  made.  Plans  are 
now  in  motion  on  a  number  of  fronts 
to  close  this  gap.  New  discoveries 
will  help,  and  the  Northstar  project 
to  bring  gas  from  huge  fields  in  Si- 
beria is  now  being  pursued.  In  theory 
at  least,  Tenneco  can  build  the  ships 
in  its  Newport  News  shipyard  to 
bring  in  the  liquefied  natural  gas  from 
overseas,  place  it  in  its  own  pipelines, 
and  help  pay  for  LNG  and  SNG 
imports  on  a  barter  basis  with  agricul- 
tural and  industrial  equipment  from 
its  J.I.  Case  operations.  Tenneco  man- 
agement recentiy  remarked  that  Wall 
Street  estimates  of  $2.70  per-share 
earnings  for  1973  may  be  conserva- 
tive; final  results  could  be  $2.75  or 
better.  At  less  than  10  times  these 
earnings,  and  with  an  indicated  divi- 
dend of  $1.36,  this  aggressive  con- 
glomerate is  far  from  exploited. 

Along  with  business  machines,  elec- 
tronic data  processing  equipment  and 
automation  devices.  National  Cash 
Register  (NYSE-43)  and  Addresso- 
graph    Mutigraph     (NYSE- 14)     also 


have  in  coirunon  large  write-offs  in 
recent  quarters  and  subsequent  sharp 
rallies  in  the  prices  of  their  stock. 
Among  other  things.  National  Cash 
Register  is  involved  in  the  growing 
point-of-sale  terminal  business,  the 
new  generation  of  cash  register  which 
provides  a  merchant  with  information 
he  previously  had  to  wait  some  time 
to  receive. 

National  Cash  Register  has  a  70% 
share  of  the  mechanical  cash  register 
market,  and  an  estimated  26%  of  the 
fast  growing  point-of-sale  terminal 
business.  Currently,  Singer  is  the  lead- 
er of  that  segment  of  the  market  with 
48%.  Pitney-Bowes  (NYSE-12)  is  the 
third  factor  in  this  industry  through 
64%  ownership  of  Pitney-Bowes-Al- 
pex.  Production  problems  have  pre- 
vented Pitney-Bowes  from  showing 
anything  but  losses  on  this  joint  ven- 
ture. It  may  cost  35  cents  a  share  this 
year,  which  would  cut  into  parent 
company  earnings,  estimated  at  $1.50. 

Unusual  for  a  former  growth  com- 
pany, Pitney-Bowes  is  selling  close  to 
its  book  value  of  $11.50  a  share,  and 
a  good  yield  is  currentiy  available 
from  the  indicated  68-cent  annual 
dividend.  Assuming  the  Pitney-Bowes- 
Alpex  division  crosses  over  from  losses 
to  profits,  and  that  sales  continue  to 
outstrip  productive  capacity,  Pitney- 
Bowes  stock  may  play  catch-up  in 
the  market  with  National  Cash  and 
Addressograph. 

Acquisition  Candidate 

Binney  <b  Smith  (ASE-13)  is  a 
stock  we  first  discussed  here  when 
it  was  in  the  low  30s  (Forbes,  Dec. 
1,  1971)  and  subsequently  suggested 
profit-taking  at  a  price  of  56  {June 
15,  1972).  Adjusting  for  a  100%  stock 
dividend  declared  last  year,  the  same 
piece  of  merchandise  is  now  available 
at  considerably  lower  price,  although 
book  value,  earnings  and  dividends 
have  all  risen.  The  stock  is  still  near 
its  low  of  recent  times.  The  compa- 
ny's Crayola  line  dominates  the  U.S. 
crayon  market.  Total  sales  this  year 
are  estimated  at  $45  million  and  earn- 
ings are  expected  somewhat  below 
1972's  $1.58. 

Binney  &  Smith  is  constantly  being 
wooed  as  an  acquisition  candidate. 
Over  70  years  old,  with  a  powerful 
balance  sheet,  Binney  &  Smith  would 
make  an  attractive  add-on  to  a  large 
consumer  products  conglomerate. 
Even  if  the  controlling  family  con- 
tinues to  fend  off  bidders,  and  current 
earnings  still  reflect  break-in  expenses 
involved  in  the  purchase  of  teaching 
aid  producer  Edu-Card  and  unsatis- 
factory pricing  in  some  basic  lines, 
the  stock  represents  the  kind  of  value 
that  might  tempt  investors  who  prof- 
ited with  it  once  to  try  again.  ■ 
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Overseas 
Commentary 

By  Walter  Oechsle 


Time  To  Buy 
Foreign? 


The  state  of  euphoria  in  Wall  Street 
predicted  in  this  column  in  Septem- 
ber proved  unsustainable.  Triggered 
by  Middle  East  uncertainties,  the  rap- 
id 120-point  rise  in  the  Dow  has  given 
way  to  a  substantial  correction.  Still, 
I  feel  prospects  in  U.S.  markets  con- 
tinue to  be  much  more  clearly  defined 
and  better  than  a  few  months  ago.  As 
for  foreign  markets,  should  they  be 
avoided  because  prospects  in  the  U.S. 
are  so  much  better?  Certainly  not: 
With  many  foreign  markets  still  very 
close  to  their  lows  for  the  year,  this 
might  just  be  the  ideal  time  to  consid- 
er the  merits  of  investing  abroad. 

An  obvious  objective  in  investing 
abroad  is  greater  diversification.  Just 
as  it  makes  a  great  deal  of  sense  to 
diversify  risk  in  a  portfolio  among  dif- 
ferent companies  in  different  indus- 
tries, diversification  across  national 
boundaries  and  among  different  econ- 
omies is  eminently  sound.  Worldwide 
diversification  should  clearly  not  be 
either  cause  or  excuse  for  bad  per- 
formance. In  a  world  of  floating  cur- 
rencies and  great  interdependence  of 
economies,  a  well-managed  interna- 
tionally diversified  portfolio  should,  in 
the  long  term,  outperform  one  ori- 
ented along  national  lines.  This  has 
been  amply  demonstrated  during  the 
last  12  months,  during  which  a  hand- 
ful of  international  funds  have  sub- 
stantially outperformed  their  U.S. 
counterparts.  This  should  continue  to 
hold  true  in  the  future  regardless  of 
whether  institutional  or  individual 
portfolios  arcinvolved. 

While  thefe  is  clearcut  merit  in  in- 
ternational diversification,  it  does  not 
make  the  life  of  the  investor  any 
easier.  It  is  certainly  difiBcult  enough 
to  allocate  resources  to  different  in- 
dustries in  a  given  economy;  to  do 
so  worldwide  and  to  vary  them  from 
time  to  time  may  not  be  easy,  but 
it  is  certainly  •  worth  a  try.  Suppose 
you  could  have  anticipated  the  im- 
pending bear  market  in  the  U.S.  ear- 
lier this  year,  while  at  the  same  time 
seeing  the  potential  of  the  South 
African  gold  shares!  Suppose  you  had 
acted  on  the  basis  of  this  foresight! 

Mr.  Oechsle  is  associated  with  Putnam  Man- 
agement, Boston,  Mass. 


Your  portfolio's  performance  would 
have  been  very  superior.  (Modesty 
forbids  my  mentioning  where  you 
could  have  found  this  advice. ) 

This  brings  us  to  another  advan- 
tage of  investing  abroad.  Trying  to 
build  up  cash  positions  in  a  U.S.  port- 
folio in  anticipation  of  an  unfavorable 
market  environment  is  not  without 
hazard.  Use  of  foreign  securities  as 
an  alternative  to  cash  does  not  neces- 
sarily reduce  the  hazards,  but,  if 
properly  timed,  may  prove  very  pro- 
ductive. A  most  important  question  to 
be  answered  in  this  regard  is  whether 
foreign  markets,  and  which  foreign 
markets,  ever  move  counter  to  a 
strong  downtrend  in  Wall  Street. 

Tops  \n  Performance 

The  evidence  is  mixed.  The  reces- 
sion-caused U.S.  bear  markets  of  1957 
and  1960  were  paralleled  by  strong 
market  uptrends  in  most  of  Europe 
and  Japan.  On  the  other  hand,  the 
1962,  1966  and  1970  U.S.  bear  mar- 
kets, and  particularly  the  latter  two, 
were  accompanied  by  equally  severe 
declines  abroad.  Most  foreign  mar- 
kets did  considerably  better  than  the 
U.S.  market  in  the  early  stages  of  the 
1973  debacle,  but  most  of  them 
joined  the  decline  later  on. 

A  notable  exception  stands  out. 
South  African  gold  shares,  nearly 
without  exception,  have  been  con- 
sistently strong  performers  during 
U.S.  bear  markets.  The  conclusion  to 
be  drawn  from  this  is  fairly  obvious: 
Gold  shares  in  particular,  but  also 
other  foreign  securities,  can  provide 
a  much  more  effective  hedge  than 
cash  against  a  Wall  Street  calamity. 

A  key  factor  that  has  caused  Amer- 
icans to  look  abroad  for  investment 
opportunities  has  been  the  more  rapid 
economic  growth  prevailing  in  many 
foreign  countries.  Yet  overall  econom- 
ic growth  has  not  been  the  ideal 
basis  for  investment  decisions,  par- 
ticularly short-  and  medium-term.  Ex- 
amples: The  German  economic  mira- 
cle is  well  known,  but  its  stock  market 
is  currently  substantially  below  its 
1960  high.  On  the  other  extreme,  the 
British  stock  market  has  performed 
much  better  than  the  German  market. 


even  though  the  British  economy  has 
been  floundering  for  a  long  time. 

Rapid  growth  of  individual  compa- 
nies, regardless  of  country,  is  a  much 
more  reliable  criterion.  Sony  Corp. 
and  Rank  Organisation  are  the  more 
prominent  examples  of  such  past  per- 
formance. Are  there  any  companies 
that  might  repeat  these  patterns  in 
the  future?  I  suspect  that  Fisons 
(ADR-$11),  previously  mentioned  in 
this  column,  is  a  case  in  point.  The 
company's  antiasthmatic  drug  has  the 
makings  of  becoming  one  of  the  best- 
selling  drugs  worldwide.  At  roughly 
20  times  this  current  year's  earn- 
ings, the  stock  does  not  seem  to 
discount  the  company's  enormous 
growth  potential. 

Assuredly  the  desire  to  gain  per- 
spective on  both  the  U.S.  market  and 
individual  U.S.  securities  cannot  be 
the  main  objective  for  investing 
abroad,  but  it  is  an  unavoidable  and 
highly  desirable  side  effect.  Given, 
for  instance,  the  respective  political 
and  economic  climates  in  the  U.S. 
and  Japan,  it  should  not  be  too  dif- 
ficult to  foresee  that  there  is  much 
greater  need  for  housing  and  much 
greater  potential  in  the  service  indus- 
tries in  Japan  than  there  is  in  the 
U.S.  This  means  stocks  with  the  po- 
tential of  Matsushita  Electric  Works 
(ADR-$22)  or  Marui  (ADR-$31) 
simply  are  not  available  in  the  U.S. 

Along  similar  lines,  recent  devalua- 
tions of  the  dollar  have  placed  cer- 
tain segments  of  the  U.S.  industries 
in  a  much  more  favorable  position 
than  their-  European  and  Japanese 
counterparts.  I  am  referring  chiefly  to 
chemicals,  steels,  aluminums  and  ag- 
ricultural machinery  and  products. 
An  internationally  oriented  portfolio 
would  put  heavy  emphasis  on  the 
U.S.  companies  active  in  these  fields. 

On  the  other  hand,  should  the  dol- 
lar gain  substantially  versus  other  cur- 
rencies, some  of  these  newly  gained 
advantages  of  U.S.  industry  might 
erode  very  quickly.  In  that  case  a 
switch  to  foreign  companies  specializ- 
ing in  these  commoc'ity-type  products 
would  be  called  for.  In  other  words, 
at  present  exchange  rates,  the  outlook 
of  a  Monsanto,  for  instance,  appears 
considerably  better  than  that  of  Ger- 
many's Farben  Bayer,  but  the  re- 
verse would  be  true  if  the  dollar  were 
to  gain  against  the  D-mark. 

There  are  still  obvious  obstacles  to 
investing  abroad,  the  Interest  Equal- 
ization Tax  being  a  prominent  ex- 
ample. However,  chances  for  its  re- 
moval during  the  course  of  1974  are 
quite  good.  I  suspect  that  at  that 
time  there  will  be  plenty  of  company 
in  looking  abroad.  I  also  suspect  that 
the  odds  for  success  are  better  for 
those  ahead  of  the  crowd.  ■ 
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f  you  too  believe  the 
investment  future 
appears  bright  for 
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founded  in  1955 
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"Ruling  Reasons 
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A  VERY  widespread  fallacy  is  that  the 
more  time  spent  on  study  and  re- 
search, and  the  more  voluminous  an 
analysis  or  forecast,  the  more  accurate 
it  is  likely  to  be. 

Neither  experience  nor  historical 
records  bear  this  out.  I  have  found 
that  there  is  usually  a  single  "ruling 
reason"  why  an  investment  turns  out 
profitably.  It  is  generally  a  very  sim- 
ple one.  It  need  not  involve  reams  of 
computer  printouts. 

What  is  a  ruling  reason?  It  is  not 
the  obvious  things  about  a  company 
that  are  "community  property"  to  all 
who  read  the  material  mailed  to 
shareowners  and  published  on  the  fi- 
nancial pages.  This  is  usually  descrip- 
tive and  historical  and  is  ordinarily 
already  reflected  in  the  stock  price. 

It  can  be  a  waste  of  time  studying 
exhaustive  (and  exhausting)  reports 
unless  you  can  spot  a  ruling  reason 
that  promises  to  change  the  situation 
and  which  you  hope  will  soon  be  re- 
flected in  a  higher  stock  price. 

Where  do  ideas  on  ruling  reasons 
come  from?  From  every  point  of  the 
compass.  From  watching  the  tape  or 
charts,  from  supposed  inside  infor- 
mation, from  fundamental  analysis, 
from  advisory  letters,  from  newspa- 
pers and  magazines.  Yes,  even  from 
tips.  It  may  involve  a  new  product. 
A  merger.  A  change  in  management. 

To  cite  one  case:  I  long  followed  a 
midwestem  company,  but  I  would 
never  buy  the  stock  because  the 
chairman  who  ran  it  could  not  dele- 
gate authority  to  his  younger  presi- 
dent and  heir-apparent.  For  this  rea- 
son, the  stock  failed  to  reflect  its  ul- 
timate potentiality.  When  its  chair- 
man died,  I  bought  the  stock.  It 
subsequently  went  from  the  30s  to 
the  50s.  My  ruling  reason  was  that  I 
felt  the  younger  management  would 
make  constructive  moves  their  former 
chief  left  for  them  to  make.  This  they 
did.  My  risk  was  minimal;  the  stock 
was  thoroughly  deflated. 

In  acting  on  what  I  feel  are  rul- 
ing reasons,  I  always  check  the  ini- 
tial   information    against    market    ac- 


A  guest  columnist,  Mr.  Loeb  is  the  author  of  "The 
Battle  for  Investment  Survival"  and  "The  Battle  for 
Stock  Market  Profits." 


tion.  The  final  judgment  on  whether 
to  act  and  the  total  responsibility  is 
completely  my  own.  Looking  at  a 
chart  quickly  reveals  whether  I  am 
getting  information  early  or  late;  the 
technical  factors  could  be  red,  yellow 
or  green.  If  they  were  green,  the  move 
was  to  go  ahead.  If  they  were  yellow 
or  red,  it  was  better  to  wait  and  may- 
be act  later,  or  not  at  all. 

Buy  Talent 

Years  ago  I  bought  Barber  Asphalt, 
now  Barber  Oil.  The  ruling  reason 
for  my  purchase  was  a  superimpor- 
tant  change  in  management.  Captain 
Torkild  Reiber,  the  ultracapable  head 
of  Texas  Co.  (now  Texaco),  was 
forced  to  resign  his  position  as  chief 
executive  for  totally  unjustified  public 
relations  reasons.  I  asked  him  what 
he  planned  to  do.  He  said  he  was  go- 
ing to  manage  Barber.  I  briefly 
checked  the  high  spots  and  talked  to 
the  specialist  in  the  stock.  It  was 
cheap  at  $10.  "Cap"  Reiber  took  over 
and  in  five  years  it  was  over  $50. 

Always  remember:  If  you  think 
there  is  a  ruling  reason,  check  it  out. 

A  relatively  recent  incident  in- 
volved some  large  institutional  U.S. 
accumulation  of  a  $20  Canadian  real- 
estate  stock.  One  top-flight  firm  sent 
two  analysts  up  north  checking  be- 
fore they  bought.  The  end  product 
was  an  extensive  multipage  report. 
Should  I  buy  it?  I  phoned  a  frank  and 
knowledgeable  friend  in  Canada,  and 
he  summed  up  the  situation  by  saying, 
"Don't  believe  a  word  that  manage- 
ment says."  The  stock  declined  to  un- 
der a  dollar  and  has  not  recovered  to 
any  extent  since.  The  analyses  missed 
the  ruling  reason,  which  was  phony 
and  bogged  down  in  a  mess  of  detail. 

A  tip  may  turn  out  to  be  a  sell  sig- 
nal, not  the  buy  signal  intended. 
Many  years  ago,  I  bought  a  penny 
Canadian  mining  prospect.  It  did  quite 
well,  advancing  from  5  cents  or  10 , 
cents  a  share  to  around  40  cents.  At 
this  point,  a  certain  tipping  agency 
told  all  its  clients  to  buy  it.  The 
agency  stood  in  very  low  repute.  Its 
bullishness  was  in  itself  a  negative 
ruling  reason.  It  suggested  there  was 
some  unpublished  bad  news  and  that  1 
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Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  106  Years 

A  quarterly  dividend  at  the 
increased  rate  of  56^/4  cents 
a  share  will  be  paid  Decem- 
ber 7, 1973  to  stockholders  of 
record  November  9,  1973.  A 
three-for-two  stock  split  is  to 
be  eflfected  by  distributing 
one  additional  share  on  or 
about  December  10,  1973  for 
every  two  shares  of  record 
November  9,  1973.  The  above 
quarterly  cash  dividend  is 
payable  on  the  pre-split  stock. 

SAMUEL   B.    CASEY,    JR. 

President 

Pullman-Standard 

Trailmobile 

Pullman  Transport  Leasing 

Company 
M.  W.  Kellogg 
Swindell-Dressier 


Aloe  Coo/  Company 
Berry  Mefal  Company 
The  Canadian  Kellogg 

Company,  Limited 
Canadian  Trailmobile  Limited 
Empresas  Tecnicas  Aiociadas 

Pullman,  S.  A.  (Mexico) 
Heat  Research  Corporation 
Kellogg  Continental  B.  V. 
Kellogg  International 

Corporation 
Mahon  Industrial  Corporation 
F.  C.  Torkelson  Company 
Trailmobile  Finance  Company 
Traitor,  S.  A.  (France) 


Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Connpany 

Increased 
Quarterly  Dividend 
500  per  Common  Share 

(formerly  47V20  per  share) 

Payable  December  15, 1973 
Record  November  16, 1973 
Declared  October  24, 1973 

Cyril  J.  Smith 
Secretary 


Houston,  Texas  77001 


some  important  people  were  painting 
a  picture  to  liquidate.  I  sold  the  stock. 
The  shares  declined  to  nothing. 

A  ruling  reason  can  sometimes  be 
found  in  psychological  attitudes  to- 
ward a  stock.  Bausch  &  Lomb  almost 
touched  100  (adjusted)  in  1972  on 
prospects  on  their  "soflens."  Earlier 
this  year  it  declined  to  under  20.  At 
that  price,  it  was  modestly  valued, 
and  all  the  romance  squeezed  out  of 
the  picture.  People  were  bored  with 
the  stock.  It  could  now  be  bought 
for  the  prospect  of  rising  earnings. 
This  suixmier  it  was  realized  that  a 
new  high  in  earnings  might  be  set  for 
this  year.  The  stock  took  ofiF  and  is 
currently  recovering  above  50.  My 
ruling  reason  in  buying  the  stock  was 
that  it  was  clearly  ready  to  move 
ahead  on  good  news. 

The  point  is  this:  I  did  not  need  to 
make  an  exhaustive  analysis  of 
Bausch  &  Lomb.  I  already  knew  what 
the  company  does  and  that  it  had 
good  prospects.  I  also  knew  that  the 
optimism  had  been  squeezed  out  of 
the  stock;  The  charts  confirmed  my 
information  about  prospects. 

As  these  examples  show,  the  same 
factors  that  generated  profitable  ideas 
in  the  past  are  doing  it  now  and  will 
continue  to  do  it  in  the  future.  But 
some  things  are  changing.  There  was 
a  time  in  the  long  ago  when  all  the 
successful  speculator  needed  to  do 
was  to  go  with  the  trend  and  buy  a 
handful  of  leaders.  The  same  stocks 
led  the  market  for  years  on  end. 

The  $10  Shares 

It  is  a  different  story  today.  The 
Jow  day  and  the  turning  day  for  the 
market  cover  a  variety  of  dates,  de- 
pending on  what  average  one  foUows. 
The  turn  in  different  groups  and  in- 
dividual stocks  varies  even  more 
widely.  Currently  popular  groups, 
such  as  aluminum,  atomic  energy, 
electronics,  forest  products,  machin- 
ery, railroad  equipment  and  paper, 
turned  up  long  before  the  Dow.  They 
may  very  well  top  out  early. 

This  means  that,  more  than  ever, 
you  should  buy  only  when  you  have 
a  strong  ruling  reason.  Stocks  re- 
spond to  ^^leir  own  internal  rhythms 
rather  than  to  that  of  the  total  market. 

Where  do  you  currently  look  for 
stocks  that  are  candidates?  As  an  ed- 
ucated guess,  look  at  low-priced 
shares,  mostly  those  selling  under  $10. 
They  must  be  solvent  companies  that 
can  stay  in  business  a  few  years  with- 
out going  broke  and  without  any  need 
to  dilute  their  equity.  Then,  look  for 
a  ruling  reason— something  that  could 
change  the  company's  prospects  or  the 
way  investors  view  those  prospects. 
Finally,  check  the  charts  and  see  if 
they  read  "go."  ■ 


John»tonQ> 


systematic  inve^^;      J  p,an 
self-Employed  R*^,,  Plans 

-«  SALES  CHARGE 

.^  ^m  ■■  ^*  ^^  The  Johnston     ■ 


_  The  Johnston 

Mutual  Fund,  Inc. 

460  Park  Ave.,  N.Y.C.  10022  Dept.  C 
Phone;  (212)  679-2700 


Name_ 


Address. 


City_ 


_State_ 


-Zip- 


At  last,  Miami  has  a  new  airport  hotel 
you  could  love  even  without  the  airport. 

Our  airport  hotel  can  promise  that  plus  some 
things  most  airport  hotels  can't:  A  beautiful 
lake.  And  sailboats.  And  pedal  boats  Two 
superlative  restaurants  A  huge  pool.  And  a 
location  that  puts  you  within  five  minutes  of 
four  golf  courses,  ten  minutes  of  Hialeah  Race 
Track,  and  fifteen  minutes  of  Miami  Beach.  At 
the  Holiday  Inn  on  the  lake  near  the  airport  we 
promise  you  more  than  a  nice  place  to  sleep. 
We  promise  you  a  nice  place  to  stay 

For  reservations,  call  any  travel  agent  or  Holiday 
Inn  Reservation  Office.  Or  write:  1101  N.W.  57th 
Ave.  (Red  Rd  at  East-West  Expressway,  SR  836) 
Miami,  Florida  33126.  Tele.  (305)  266-0000. 


MUMI,F10RII14 


DIVIDEND  NOTICE 

More  than  731,000  owners  of 
Exxon  Corporation  will  share  in 
the  earnings  of  the  Corporation 
by  a  dividend  of  $1.25  per  share 
declared  October  31,  1973  and 
payable  December  10,  1973  to 
shareholders  of  record  Novem- 
ber 9,  1973. 

1973  is  the  91st  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

e:|$<Pn  corporation 
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RJReynolds  Industries,  Ina 


Common  Stock  Dividend 

A  quarterly  dividend  of  67  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  December  5,  1973  to  stockholders  of  record  at  the 
close  of  business  November  9,  1973. 

WILLIAM  R.  LYBROOK 
Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C..  October  18,  1973 

Seventy-Three  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Juice  Sewerages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
International  Petroleum 


DIVIDEND     INCREASED 


1973 

is  our  27th 

consecutive 

year  of  cash 

dividend  payments 


The  Board  of  Directors  has  increased  the 
annual  dividend  rate  on  the  Common  Stock 
to  $1.44  per  share  by  declaring  a  cash  divi- 
dend of  36C  per  share  on  the  Common  Stock 
for  the  fourth  quarter,  payable  December  11, 
1973,  to  stockholders  of  record  on  November 
16,  1973.  More  than  230,000  stockholders 
will  share  in  our  earnings. 

M.  H.  COVEY.  Secretary 


Tenneco  Inc. 


HOUSTON    TEXAS 


JENNECO 


"Building  Businesses  Is  Our  Business" 

Natural  Gas  Pipelines  •  Oil  •  Automotive  Parts 

Shipbuilding  •  Construction  &  Farm  Equipment  •  Chemicals 

Packaging  •  Agriculture  &  Land  Development 


QUARTERLY D/V/DENDS  SINCE  1935 

NATIONAL 
DISnUERS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22'/iC  per  share 
on  the  outstanding  Common  Stock, 
payable  on  December  3,  1973  to  stock- 
holders of  record  on  November  12, 
1973.  The  transfer  books  will  not  close. 

October  25,  1973 

RAMSEY   E.   JOSLIN, 
Vice  President-Financial 


88 


DIVISIONS  NATIONAL  DISTILLERS  PRODUCTS  CO. 
US.  INDUSTRIAL  CHEMICALS  CO 
BRIDGEPORT  BRASS  CO 
ALMADEN  VINEYARDS.  INC 
TEXTILE 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birminghiam,  Alabaina 

Common  Stock  Dividend  No.  2 

A  regular  quarterly  dividend  of  37.5 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Resources,  Inc.,  payable 
December  14,  1973  to  stockholders 
of  record  at  the  close  of  business  on 
November  30,  1973. 

RONALD  L.  KUEHN,  JR. 
Secretary 

Dated:  October  26,  1973 
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-pi  I    .  on  the 

I  nOUgntS  . . .  Business  of  Life 


Kindness  is  very  indigestible. 
It  disagrees  with 
very  proud  stomachs. 
William  Makepeace  Thackeray 


When  the  power  of  imparting  joy 

is  equal  to  the  wUl, 

the  human  soul 

requires  no  other  heaven . 

Percy  Bysshe  Shelley 


If  vanity  does  not  entirely 
overthrow  the  virtues, 
at  least  it  makes  them  all  totter. 
La  Rochefoucauld 


Courtesy,  kindness,  sincerity, 
truthfulness,  thoughtfulness 
and  good  manners 
translated  into  behavior 
reflect  one's  true  character. 
Harry  F.  Banks 


Men  are  disposed  to  live  honesdy, 
if  the  means  of  doing  so 
are  open  to  them. 
Thomas  Jefferson 


Remember  not  only  to  say 

the    right    thing    in    the   right    place, 

but  far  more  difficult  still, 

to  leave  unsaid  the  wrong  thing 

at  the  tempting  moment. 

Benjamin  Franklin 


When  a  deep  injury  is  done 
to  us,  we  never  recover 
until  we  forgive. 
Alan  Paton 


There  is  another  man  within  me 
that's  angry  with  me. 
Thomas  BROvn>fE 


If  there  be  righteousness 

in  the  heart,  there  will  be  beauty 

in  the  character. 

If  there  be  beauty  in  the  character, 

there  will  be  harmony  in  the  home. 

If  there  be  harmony  in  the  home, 

there  wiU  be  order  in  the  nation. 

If  there  be  order  in  the  nation, 

there  wiU  be  peace  in  the  world. 

Chinese  Proverb 


One  of  the  most  important  trips 
a  man  can  make  is  that  involved  in 
meeting  the  other  fellow  halfway. 
Bruce  Van  Horn 
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The  more  kindness  we  heap  upon 
one  who  hates  us, 
the  more  we  arm  him  to  betray  us. 
Pierre  Corneille 


The  human  being  who  lives 
only  for  himself  finally  reaps 
nothing  but  unhappiness. 
Selfishness  corrodes. 
Unselfishness  ennobles,  satis-fies. 
Don't  put  off  the  joy  derivable 
from  doing  helpful, 
kindly  things  for  others. 
B.C.  Forbes 


In  this  world,  it  is  not 
what  we  take  up,  but  what 
we  give  up  that  makes  us  rich. 
Henry  Ward  Beecher 


Whence  do  I  get  my  rules  of  conduct? 

I  find  them  in  my  heart. 

Whatever  I  feel  to  be  good 

is  good.  Whatever  I  feel  to  be 

evil  is  evil.  Conscience 

is  the  best  of  casuists. 

Jean- Jacques  Rousseau 


He  that  does  good  to  another 
does  also  good  to  himself. 
Seneca 


Vanity  is  a  mortgage 
that  must  be  deducted  from 
the  value  of  a  man. 
Bismarck 


A  man  that  will  enjoy  a  quiet 
conscience  must  lead  a  quiet  life. 
Lord  Chesterfield 


No  one  can  live  my  life  for  me. 
If  I  am  wise,  I  shall  begin  today 
to  build  my  own  truer  and  better 
world  from  within. 
Horatio  W.  Dresser 


Quiet  persons  are 
welcome  everywhere. 
Thomas  Fxh^ler 


Thanksgiving  isn't  the  only 
day  devoid  of  gratitude. 
Arnold  Glasow 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  Mrs.  Robert  H.  Hodson, 
Kirkwofxl,  Mo.  What'8  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


1  exhort  therefore,  that,  first  of  all, 
supplications,  prayers,  intercessions, 
and  giving  of  thanks,  be  made  for  all 
men;  for  kings,  and  for  all  tfiat  are  in 
authority;  that  we  may  lead  a  quiet 
and  peaceable  life  in  all  godliness  and 
honesty. 
I  Timothy  2:1,2 
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V\/hen  Gas  Is  Gold 


Chrysler  vs.  American  Motors 
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Howa  small  chemical  company 
became  one  of  the  world^s 
largest  intemational  banks^ 


Today,  Chemical  Bank  is  one  of  the 
world's  leading  financial  institutions.  We  do 
business  with  over  80%  of  the  world  s 
multinational  companies  that  have  over 
$2  billion  in  annual  sales.  Our  world-wide 
services  are  so  extensive  that  no  matter 
what  business  your  company  is  in,  we  can 
provide  the  banking 
support  you  need.  But  150 
years  ago  we  weren't 
even  a  bank.  We  were  the 
New  York  Chemical 
Manufacturing  Company 
located  in  a  rural  area 
of  Manhattan  known  as 
Greenwich  Village. 

Chemicars  past. 

Long  before  we  became 
known  as  a  businessman's 
bank,  we  were  a  business- 
man's business.  We  were 
founded  by  a  local  paint 
manufacturer,  a  druggist, 
and  a  prosperous  New 
York  grocer  with  the  mellifluous  name  of 
Balthasar  Melick. 

In  1824  we  applied  to  the  legislature 
for  permission  to  operate  as  a  bank.  Later 
that  year  a  bank  charter  was  granted. 
Since  then  a  lot  of  things  have  changed. 
For  one  thing  we  no  longer  manufacture 
chemicals.  And  for  another  we  no  longer 
require  our  cashiers  to  live  above  the 
counting  room  "the  better  to  guard  the 
bank's  funds'.' 

ChemicaPs  present. 

In  1917  we  ranked  129th  among  U.S. 
banks.  Today,  we're  number  six  and  still 
growing.  In  the  last  year  we've  opened  new 
offices  in  Tokyo,  Sydney,  Birmingham, 


and  Milan.  We've  also  opened  a  new 
subsidiary:  Chemical  Bank  International  of 
San  Francisco  to  better  serve  your  inter- 
national needs. 

Right  now,  we're  supplying  American 
businessmen  with  financial  energy  to  meet 
the  changing  demands  of  today's  business 

world.  With  everything 
from  product  and  project 
financing  in  the  develop- 
ing markets  of  Eastern 
Europe  and  the  Far  East 
to  specially  designed  pro- 
grams involving  leasing 
and  commercial  financing 
and  factoring. 

Chemical's  future. 

As  new  markets  de- 
velop, we'll  play  an  even 
greater  role  as  an  inter- 
national bank.  By  in- 
creasing our  strength  in 
all  of  the  world's  major 
markets  and  by  offering 

an  even  wider  range  of  financial  services. 

In  America  and  around  the  world. 

Our  world-wide  offices. 

Main  Office:  New  York.  Branch  Offices: 
Brussels,  Frankfurt,  London,  Paris,  Tokyo, 
Zurich,  and  Nassau.  Representative  Offices 
in  Beirut,  Birmingham,  Madrid,  Milan, 
Bogota,  Buenos  Aires,  Caracas,  Rio  de 
Janeiro,  Sao  Paulo,  Mexico  City,  Hong  Kong, 
Manila,  and  Sydney.  Subsidiary:  Chemical 
Bank  International  of  San  Francisco. 
Correspondent  banks  in  over  185  nations. 

CkmicalBanc 

The  American  businessman:  When  his  needs 
arc  financial,  his  reaction  is  Chemical. 


Pyrrhic  Victory 


BURI-l?!C.V/]li 
LIBRARY 


"One  more  such  victory,"  said  ancient  King  Pyrrhus,  surveying  his 
casualties,  "one  more  such  victory  and  we  are  undone." 

This  country  of  ours  is  letting  hatreds  tear  us  to  shreds.  Our 
loyalties,  yours  and  mine,  to  any  people  or  party  is  of  absolutely  no 
importance  compared  to  our  loyalty  to  our  country.  That  must  he 
supreme. 

The  Ship  of  State  is  listing.  It  will  take  every  officer  on  the 
bridge,  every  sailor  in  the  engine  room  and  lookout,  doing  his  utmost 
to  get  the  ship  safely  to  port.  Then  is  the  time  to  fix  the  blame  for  who 
caused  the  crippling  fire. 

Only  the  self-serving  are  clamoring  for  attention  while  the 
officers  are  straining  every  nerve  to  steer  through  deadly  shoals  — 
shoals  that  could  sink  the  ship  and  everyone  on  it,  friend  and  foe. 

Get  us  all  to  port;  then  find  out  who  was  to  blame.  But,  first, 
get  us  to  port. 


A  Warner  &  Swasey  H-1900  hydraulic  backhoe,  the 
largest  built  in  North  America,  produces  high-volume 
excavation  at  the  site  of  the  new  Onondaga  County 
Civic  Center  in  Syracuse,  N.Y. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


phoductivity  equipment  and  systems  in  machine tools.textile  and  construction  machinery 


The  Crane  Chempump''*  at  work  in  Baytown,  Texas. 


Gas-odor  plant 
without  gas-odor  problems 
for  the  neighborhood* 


Right  across  the  highway  from  a 
residential  community,  the  Natural 
GasOdorizing  Division  of 
Helmerich  &  Payne,  Inc. 
manufactures  the  chemical  that 
gives  odorless  and  highly  volatile 
natural  gas  its  acrid,  and  often 
life-saving,  smell. 

Leakage  of  this  odor  once 
caused  a  considerable  problem. 
But  the  company's  engineers 
solved  it,  working  with  Crane. 
They  replaced  standard  cen- 
trifugal pumps  with  the  Crane 
Chempump:  the  leakproof ,  canned 
motor  pump.  End  of  leakage.  End 
of  odor  problem.  End  of  extra 
maintenance  costs  and  product 
losses.  End  of  story. 

The  Crane  Chempump.  Serving 
chemical  processing,  nuclear 
power  plants  and  other  industries 
wher^e  pump  leakage  is  a  major 


pollution,  health  or  safety  consideration 
Crane:  Leaders  in  products  and  tech- 
nologies to  clean  up  our  waters 
and  the  air  we  breathe.  For 
further  information  contact: 
Crane  Co.,  300  Park  Avenue, 
New  York.  New  York  10022. 
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Avis  will  gladfy 
honor  your  Hertz 
card  just  to  prove 
howgoodthe 
Wizard  of  Avis  is. 


Avis  has  something  that  Hertz 
can't  give  you. 

The  Wizard  of  Avis  is  the  only  fiilly 
computerized  system  in  the  rent  a 
car  business. 

Because  of  the  Wizard,  Avis  and 
only  Avis  neatly  types  out  your  entire 
rental  agreement. 

Avis,  and  only  Avis,  solves  all  math- 
ematical problems  by  computer. 

And  when  you  return  your  car, 
only  Avis  can  get  a  completed  rental 


agreement  back  to  you  in  less  than  a 
minute, once  theWizard  starts  typing. 

For  faster,  even  more  efficient 
service,  get  a  free  Wizard  Number. 

Just  visit  your  nearest  Avis  counter 
or  call,  toll-free,  (800)  23i-69oo. 

Meanwhile,  Avis  will  humbly  accept 
your  Hertz  card. 

Or  for  that  matter,  any  one  of  28 
other  credit  cards  that  you  may 
possess. 

We  not  only  try  harder,  we  try  anything. 


Avis. 


Avis  rents  all  makes... features  the  Dodge  Monaco. 
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Oil  Is  Not  Well 

A  LITTLE  OVER  TWO  YEARS  AGO  FoRBES  {Aug.  1,  1971)  forcsaw  many 
of  the  energy  and  raw  materials  shortages  that  are  making  headlines 
today.  The  article,  sharply  written  by  Senior  Editor  James  Cook,  didn't  say 
that  the  Arabs  would  precipitate  a  major  crisis  by  shutting  oflF  the  oil.  But 
it  did  say  that  this  could  happen.  "The  hand  on  the  oil  pump,"  we 
warned,  "can  be  the  hand  that  strangles  our  economy." 

We  weren't  the  only  ones  to  see  what  was  coming.  The  press  and  the 
dinner-speaker  circuits  were  full  of  such  warnings. 

What  happened  after  that,  after 
the  clarion  call  had  been  sounded 
and  the  public  aroused?  Well,  noth- 
ing happened.  Nothing  happened  be- 
cause the  next  week  and  the  next 
month  there  were  other  alarms.  The 
environmental  crisis  and  the  econom- 
ic crisis  and  the  war  crisis  and  the 
drug  crisis.  We  tossed  and  turned 
and  worried  about  a  lot  of  things 
other  than  energy.  In  1971  we  wor- 
ried about  airline  hijacking,  the  Pen- 
tagon papers.  President  Nixon's  Phase 
I  price  freeze  and  the  first  dollar 
devaluation. 

We  spent  1972  preoccupied  with 
the  mining  of  Haiphong  harbor,  the 
sinking  dollar,  our  polluted  environ- 
ment and  Watergate.  Some  of  us  wor- 
ried about  Nixon  staying  in  power,  but  a  majority  of  us  shuddered  at  the 
thought  of  a  President  McGovem, 

And  this  year  has  been  devoted  to  more  Watergate  and  pohtical  scan- 
dal, leading  up  to  the  resignation  of  the  Vice  President. 

What  happened  to  the  energy  crisis  from  1971  to  the  day  King  Faisal 
turned  oflF  the  oil  faucet?  It  landed  in  the  back  of  your  newspaper,  near 
the  corset  ads  and  the  steamship  schedules.  It  took  a  war  to  bring  it 
back  to  the  front  page. 

The  problem,  it  seems,  is  that  the  world  is  spinnii'g  too  fast  these 
days.  Anything  that  isn't  nailed  down  in  our  consciousness  just  flies  away. 
Alvin  ToflBer  dubbed  the  phenomenon  future  shock— "the  dizzying  dis- 
orientation" caused  by  accelerating  change. 

This  then  is  the  main  problem:  How  do  we  all  assure  that  our  critical 
energy  problem  isn't  shelved  again?  "My  fear,"  says  energy  expert  Dr. 
Bruce  Netschert  of  the  National  Economic  Research  Associates,  "is  that 
the  Arabs  will  lift  the  oil  embargo  soon  and  the  public  will  forget  the 
problem  and  go  back  to  normal.  No  one  wants  to  face  the  fact  that 
we  are  critically  vulnerable  on  energy.  I  feel  the  public  will  have  to  be 
forced  to  face  the  problem." 

We're  trying  to  do  our  share  of  "forcing"  the  issue.  ■ 


They're  the  highly  effective 
flame  retardants  from  our 
Pigments  &  Chemicals 
Division.  These  hard  work- 
ing  chemical  additives  are 
on  the  job  helping  to  retard 
combustion  in  plastic 
materials,  coatings,  textiles, 
and  wire  insulation. 

Developing  chemical 
products  that  help  make 
life  better  and  safer  is  one 
of  N  L's  many  jobs.Through 
our  worldwide  operations, 
we  meet  the  needs  of 
modern  Industry  for  a  wide 
variety  of  chemicals,  metals, 
fabricated  materials  and 
services.  Want  to  know 
more  about  us? 
Send  for  your  copy  of  our 
latest  Annual  Report. 
Write  NL  Industries,  Inc., 
1 1 1  Broadway,  New  York, 
New  York  10006. 
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Thistle  in  the  Wind? 

The  North  Sea  can  be  the  source 
of  much  revenue  for  Britain  when  the 
oil  starts  flowing  there  next  year 
and  in  1975.  The  British  Treasury  is 
even  now  calculating  how  best  to 
reap  the  tax  benefits  from  the  money 
the  oil  companies  will  be  pumping  out 
of  United  Kingdom  territorial  waters. 
Those  waters,  however,  are  offshore 
from  Scotland.  So?  you  say;  Scotland 
is  part  of  the  United  Kingdom.  The 
Scottish  Nationalist  Party  does  not 
agree  that  it  should  be,  a  fact  no- 
body took  seriously  imtil  early  last 
month  when  a  29-year-old  publican's 
wife  named  Margo  MacDonald  upset 
the  major  parties  to  win  election  from 
a  Glasgow  district  to  (the  British) 
ParUament.  Her  platform;  Scottish  oil 
revenues  for  Scotland. 

Over  the  Sea  to  Skye 

Also  in  Scotland,  a  public  inquiry 
opened  last  month  into  the  desira- 
bility of  allowing  huge  concrete- 
legged  oil  production  platforms  to  be 
built  in  deep-water  firths  on  the  west 
coast  near  Drambuie  (does  the  name 
sound  familiar?).  As  it  happens,  the 
area's  deep-water  firths  are  ideal  for 
economically  building  such  platforms, 
needed  for  the  great  depths  of  the 
northern  North  Sea  where  the  oil  is. 
The  firths  are  in  fact  comparable  to 
the  Norwegian  fjords,  where  Nor- 
wegian shipbuilders  are  busy  con- 
structing just  such  platforms  for  about 
$30  million  each.  To  build  in  other, 
shallower  British  harbors  would  put 
the  price  out  of  reach.  But  the  Dram- 
buie area  is  owned  irrevocably  by  the 
National  Trust  of  Scotland,  which 
has  vowed  not  to  allow  the  platform 
builders  near  the  sacred  area  on  en- 
vironmental grounds.  Meanwhile  the 
Norwegians  are  building  and  the  Brit- 
ish government  is  bemoaning  the  low 
percentage  of  participation  by  British 
companies  in  industries  ancillary  to 
oil  production  in  the  North  Sea. 

Rising  Son 

In  a  curious  way,  the  patriarchal 
structure  of  Japan's  economy  is  at 
least  partly  responsible  for  its  rapid 
growth.  A  recent  study  entitled  "The 
Japanese  Factory"  points  out  that  em- 
ployees come  directly  from  school 
and  usually  stay  for  life  with  the  same 
company.  Since  both  labor  and  man- 
agement compensation  in  Japan  is 
largely  a  function  of  length  of  service, 
a  young  company  has  a  cost  advan- 
tage because  it  has  more  young  em- 


ployees at  lower  rates;  and  a  compa- 
ny that  is  expanding  rapidly  has  much 
the  same  advantage.  Craft  xmions  are 
virtually  unknown,  and  trade  unions 
feel  a  strong  loyalty  to  their  employ- 
ers. So  when  strikes  do  occtu,  they 
usually  last  an  hour  or  a  day— at  a 
cost  to  the  economy  about  one-seven- 
tieth that  in  the  U.S. 

Food,  Glorious  Food 

British  food  habits  have  long  been 
cause  for  despair  among  visitors  with 
discriminating  tastes,  but  even  the 
most  finicky  gourmet  will  head  for 
Harrod's,  London's  125-year-old  lux- 
ury department  store.  Harrod's  sells 
70  lands  of  fish— fresh,  smoked  or  fro- 
zen; 100  different  breads;  30  types  of 
pat^;  and  50  malt  whiskies. 


Business 

But  Can  He  Cook? 

Besides  such  details  as  an  appli- 
cant's credit  rating,  bank  balance  and 
job  history,  franchisors  now  can  get 
another  insight  into  prospective  fran- 
chisees. A  midwestem  entrepreneur 
insists  that  handwriting  analysis  en- 
ables him  to  assess  such  qualities  as 
"initiative"  and  "sense  of  responsibili- 
ty," each  one  rated  on  a  scale  rang- 
ing from  Fair  to  Outstanding. 

(Continued  on  page  87) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Fnter  your  new  address  on 
tlfis  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 

SutMcrJption  Service  Manager, 
FORBES,  60  Fiftti  Avenue, 
New  York.  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F4826 
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Iff  you  can*t  answer 

these  basic 

security  questions* 

your  company  may  be 

losing  money  needlessly 


Could  you  identify 

everyone  on  your 

premises  right  now? 

Could  you  tell  an  employee  from  an  outside 

intruder?  You  should  be  able  to.  Installing  a 

system  to  identify  your  own  personnel  and 

eliminate  unwanted  outsiders  isn't  expensive 

either  And  it  can  save  you  big  money  and 

big  trouble  For  help,  contact  Pinkerton's 

Are  your  losses  due  to 

thievery  and 

vandalism  out  of  line? 

You  should  know  After  all,  you  wind  up 

paying  for  theft,  pilferage  and  vandalism  out 

of  your  profits  And  if  you  don't  know,  it's 

time  to  find  out.  Remember,  good  secunty 

usually  pays  for  itself  m  a  reduction  of  losses 

Get  the  answers  today  from  Pinkerton's 

How  inexpensive 

can  a  qualiW 

guard  service  be? 

It  need  cost  you  no  more  than  running 
your  own  operation  Quality  protection  can- 
pay  for  itself  in  many  ways  And  relieve 
you  of  the  management  headaches, 
the  problems  of  supervision,  and  the  costs 
of  fringe  benefits,  uniforms,  vacation 
replacements,  training  and  equipment 
Check  It  out  Talk  to  Pinkerton's 

What's  happening  at 

your  company  in 

the  black  of  night? 

Is  inventory  vanishing?  Are  storage  areas 

being  robbed?  Do  you  need  proof  of  the 

suspects'^Pinkerton's  has  modern  electronic 

equipment  and  secunty  techniques  to  help 

you  monitor  these  areas  Find  out  how 

our  surveillance  can  protect  your  company 

day  and  night 


How  can  you  protect 
a  facility  without 
full-time  guard  services? 

Pinkerton's  has  devised  a  special  service  to 
answer  this  very  problem.  Patrol  and 
Inspection  Teams.  Here,  patrolmen  in  radio 
equipped  cars  make  pehodic  inspections  of 
assigned  areas  -at  the  times  you  want. 
Find  out  more  about  it  today  Call  Pinkerton's. 

Are  your  telephones 
really  secure? 

Is  that  phone  in  your  board  room  tapped? 
And  should  you  have  one  there  in  the  first 
place'i'Areother  key  phones  double-checked 
periodically  for  taps?  Find  out  how  to 
handle  this  sensitive  and  important  aspect 
of  corporate  security  Check  with  Pinkerton's. 

Are  you  planning 

new  construction  without 

planning  new  security? 

That  could  be  costly.  Build  security  into  a 
building  and  you'll  save  a  lot  of  money  and 
avoid  problems  later  on.  Bring  up  the  subject 
of  security  at  your  next  blueprint  session. 
And  with  Pinkerton's,  too 


Mail  this  coupon  today  or  call  our  Marketing  Director, 
S  V  Manno  at  C21 2)  285-4800 


PINKERTONS.INC. 

1CX)  Church  Street,  New  York,  N.Y.  10007 
PINKERTON'S  OF  CANADA  LIMITED,  Montreal  25,  PQ 


FB 


In  strict  confidence,  please  tell  me  about  Pinkertons  services.  Im  particularly 
interested  in: 


D   Nighttime  security 
O   Patrol  and 

Inspection  Teams 


O   Telephone  security 
O    New  facility  security 
a    Other 


-State- 


-Zip. 


^^ 
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Pinkerton's  the  professionals 


In  ihe  mg  process  eguipmeni  martei 


You  may  know  AMETEK  as  the  world's  largest  producer  of  pressure  instruments,  or  builder 
of  the  country's  most  respected  line  of  filters  and  centrifuges  for  chemical,  food 
and  pharmaceutical  products.  But  you  may  not  know  that  our  product  growth — plus  our 
licensing  agreement  with  the  Common  Market's  Krauss-Maffei  Company — has  made  ametek 
the  country's  most  complete  single  supplier  of  process  equipment  and  engineering 
know-how.  We  are  now  delivering  automated  systems  which  measure,  control,  store,  heat, 
cool,  separate,  freeze,  dry,  recover  or  incinerate,  for  nearly  every  food,  pharmaceutical, 
chemical,  and  waste  control  process. 

Onl)  IMEIEK  has  all  lliese  answers 


A  Storage:  We  build  pres- 
sure and  storage  vessels  in 
stainless  and  other  steels, 
and  field-erect  them  in  ca- 
pacities of  up  to  360,000 
gallons. 

B  Separation:  Our  complete 
line  of  centrifuges  allows 
AMETEK  to  recommend  the 
right  product  for  every  proc- 
ess; batch-type  or  continu- 
ous units  with  direct  or  fully 
automated  controls. 

C  Control:  We  build  stand- 
ard and  special  application 


\METEK 


valves  to  handle  ultra-low  to 
high  temperatures  through 
a  broad  pressure  range.  And 
we  also  manufacture  a  full 
line  of  couplings  and  flanges. 


D  Heat  Transfer:  We're  an 
"off  the  shelf"  supplier  of 
heat  exchangers  for  stand- 
ard applications,  but  we  also 
custom  build  highly  engi- 
neered units  with  more  than 
20,000  square  feet  of  heat 
transfer  surface  for  process 
use. 


E  Filter:  Our  full  lines  of  ro- 
tary vacuum,  pan,  belt,  leaf, 
and  plate  filters  handle  the 
roughest  to  the  finest  filter- 
ing jobs  throughout  industry. 
AMETEK  has  the  right  filter 
for  every  process  problem, 
and  the  engineering  experi- 
ence to  recommend  the 
choice. 


F  Freeze  or  Dry:  We  can 

supply  automated  dryer  sys- 
tems to  handle  nearly  any 
product.  Through  our  asso- 


ciation with  Krauss-Maffei 
we  also  offer  unique  continu- 
ous-process freeze  or  spray 
drying  systems  for  foods  and 
other  perishables. 


G  Measure  and  Record:  We 

also  build  the  country's 
most  respected  lines  of  flow, 
temperature  and  pressure 
measuring  instruments  plus 
a  full  line  of  electronic  and 
pneumatic  recorders  and 
controllers  used  throughout 
the  process  industries. 


233  Broadway,  New  York,  N.Y.  10007 

For  our  annual  report  and  more  information,  write  Ametek,  Station  Square  Two,  Paoli,  Pa.  19301 
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The  Citation  offers  an  unmatched  combination  of  utihty  and  economy  that  has  made  it  today's  largest-selling  business  jet. 

If  only  all  your  decisions  were 
as  easy  to  explain  to  stockholders 
as  Cessna's  sensible  Citation. 


1.  The  Citation  costs  less  to 
fly  than  any  other  jet. 

The  Citation  has  Pratt  &  Whitney's 
new,  third-generation  high-bypass 
turbofan  jet  engines.  They  use  fuel 
so  efficiently  that  the  Citation's 
operating  cost  per  mile  is  the 
lowest  of  any  jet.  In  fact,  lower  than 
that  of  most  turboprops! 

2.  It  costs  less  to  maintain 
than  any  other  jet. 

The  Citation  is  a  model  of 
simplicity.  Its  fan  jets  are  easier  to 
service  than  ordinary  jet  engines, 
and  are  more  accessible. 

Most  important,  the  sensible 
Citation  is  the  only  business  jet  to 
be  standardized— nose  to  tail. 

Result:  servicing,  repairs,  and 
replacements  go  faster.  Cost  less. 

3.  It's  most  attractive  on  a 
price/performance  basis. 

A  new  Citation  costs  only 
$725,000  complete.  No  more  than 
most  turboprops,  this  price  is  far 
below  that  of  any  other  jet. 

What's  more,  the  Citation's 
economy  is  not  at  the  sacrifice  of 
meaningful  performance.  Research 
shows  that  the  average  corporate 


flight  carries  only  three  passengers 
about  500  miles.  So  the  real  per- 
formance difference  between  the 
8-place  Citation  and  costlier  jets 
is  negligible. 

Chances  are,  if  you  run  a 
hardnosed  price/performance  com- 
parison of  the  Citation  against 
other  )cts  for  your  own  operation, 
you'll  find  the  Citation  wins  going 
away. 

4.  It  can  take  you  to  1,200 
more  airports. 

The  Citation  is  the  first  business 
plane  to  offer  jet  speed  plus  the 
ability  to  nip  in  and  out  of  tiny 
airports,  including  those  with  grass 
and  gravel  strips.  Thus  it  can  boost 
the  productivity  of  you  and  your 
top  men  more  than  other  jets, 
because  it  can  fly  you  to  hundreds 
of  rural  airstrips  other  jets  can'tuse. 

5.  The  Gtation  comes  as  a 
complete  "package!' 

The  Citation  comes  as  part  of  a 
comprehensive  business  aircraft 
program.  For  a  known,  fixed  price, 
you  get  the  aircraft.  All  avionics.  A 
complete  interior.  A  single-source 
warranty.  All  training  of  two  pilots 
and  two  mechanics.  Plus  Cessna's 


computerized  maintenance  system. 
Plus  a  global  network  of  Citation 
service  facilities. 

6.  It  should  retain  high 
resale  value. 

ADSA  Blue  Book  figures  show 
that  jets  hold  their  value  better 
than  most  turboprops.  The  reason 
is  obvious.  Turboprops  are  the 
echo  of  yesterday;  jets  are  tomor- 
row. Jets  fly  higher,  smoother, 
faster.  They're  quieter.  They 
bespeak  a  progressive  company. 
And  the  Citation,  complete 
with  FAR  25  certification,  is  as 
advanced  as  any  jet  ai  :)und. 

7.  The  Citation  is  a  quiet, 
Good  Neighbor. 

Latest  figures  compiled  by  the 
FAA  actually  reveal  the  Citation 
to  be  the  quietest  jet  in  the  world. 

So  you'll  never  have  to  worry 
about  expensive  noise-suppression 
modifications.  The  world's 
quietest  jet  is  welcomed  at  airports 
as  a  corporate  good  neighbor. 

Like  more  facts?  Write:  James 
B.Taylor,  Cessna  Aircraft  Co.,  Box 
1107,  Dept.  J-9,  Wichita,  Ks.  67201. 


ciTarian 


O  Member  of  GAMA 


At  lU,  energy  is  spelled 

LNG. 


In  three  )ears,  the  LNG 
carriers  of  lU's  Gotaas-Larsen 
subsidiary  will  begin  transport- 
ing liquefied  natural  gas  from 
the  Persian  Gulf  to  Japan. 

The  three  new  LNG  ships  in 
this  20-year  charter  (plus  more 
LNG  vessels  now  on  order) 
will  supplement  one  of  the 
world's  leading  independent 


fleets  of  \'er\"  Large  Crude 
Carriers.  These  and  other  energy- 
related  businesses  accounted  for 
60%  of  pre-tax  income  in  1972 
—  a  year  in  which  ILI's  revenues 
reached  $1.2  billion. 

To  learn  more,  write 
Corporate  Affairs,  Dept.  C4, 
lU  International,  1500  Walnut 
Street,  Philadelphia,  Pa.  19102. 


International 

SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Not  just  another  hotel  in  Chicago. 
But  a  Knott  Hotel. 

Each  Knott  Hotel  offers  a  unique  environment  of  personable 
hospitality  and  service  you  can  sense  throughout  your 
stay.  Our  newest  addition  adds  something  more.  Each 
of  our  500  luxurious  guest  rooms,  including  100  suites, 
features  color  TV,  self-service  bar-refrigerators,  first-run 
in-room  movies.  World  famous  Polo  Bar.  Gourmet 
cuisine  at  Maxwell's  of  the  Westbury.  Heated  rooftop 
pool.  And  fourteen  especially  designed  business 
meeting  rooms.  All  this  in  Chicago's  fashionable 
Near  North  Side. 

CHICAGO 


THEj 


^ 


THE  KNOTT  HOTELS: 
CHICAGO/NEW  YORK/SAN  FRANCISCO 
TORONTO,  CANADA/LONDON,  ENGLAND 
BRUSSELS,  BELGIUM. 

Toll  Free  Reservations:  In  Continental 
U.S.  (except  Florida):  800-327-3384. 
In  Florida  call  collect:  (305)  655-4101. 


For  a  brochure  on  our  hotels  write  to  Box  34 

KNOTT  HOTELS  CORPORATION 

575  Madison  Avenue,  New  York.  N.Y.  10022 


Readers  Say 


Alternative  Energy  Source 

Sir:  In  your  article  on  Fluor  {Nov. 
1 ) ,  you  mentioned  that  the  oil  indus- 
ti-y  is  embarking  upon  a  refinery 
building  spree.  Wouldn't  it  be  more 
sensible  for  the  oil  industry  to  spend 
c  some  of  those  hundreds  of  millions  of 
dollars  on  finding  alternative  sources 
to  oil?  Isn't  that  the  solution  to  grow- 
ing dependence  on  foreign  oil? 

—Warren  Smith  Jr. 
New  York,  N.Y. 

Flavorable  Reaction 

Sir:  You  might  be  amused  at  the 
following  sequel  to  your  International 
Flavors  &  Fragrances  story  (Oct. 
15):  Invitation  to  Columbia  School 
of  Business  to  talk  about  the  B.S. 
factor  in  international  business;  invi- 
tation from  a  new  large  fragrance 
customer  to  work  on  its  fragrance 
problems;  visit  from  a  large  pension 
fund  intrigued  by  your  report  who 
wants  to  consider  investing  in  IFF. 
Remarkable  things,  people! 

—Henry  G.  Walter  Jr. 

Chairman, 

Int'l  Flavors  &  Fragrances,  Inc. 

New  York,  N.Y. 

But  Honestly  .  . . 

Sir:  Re  your  observation  that  peo- 
ple who  begin  statements  with  "hon- 
estly," are  less  likely  to  mean  what 
they're  saying  (Fact  6-  Comment, 
Nov.  1 ) .  How  many  people  use  the 
word  "but"  in  the  following  way:  "I 
don't  want  to  be  nasty,  but .  .  .";  "I'm 
not  prying,  but .  .  .";  "I  really  think 
you're  correct,  but .  .  ."?  I  have  found 
that  when  people  use  the  word  "but" 
in  the  middle  of  a  sentence,  every- 
thing prior  to  that  is  a  lie. 

—Edward  Rochelle 
Huntington,  N.Y. 

A.  Smith,  C.  Jung  &  I  Ching 

Sir:  I  read  with  interest  your  article 
called  "Consulting  the  Oracle"  on  tlie 
Wharton  School's  experiments  with 
the  I  Ching  and  the  stock  market. 
Your  readers  might  be  interested  in 
my  own  dialogue  with  the  Wharton 
School,  for  my  conclusion  is  that  they 
had  the  /  Ching  pointed  in  the 
wrong  direction,  like  using  a  micro- 
scope to  view  the  stars,  or  a  telescope 
to  look  at  cells. 

The  great  Swiss  psychiatrist  Carl 
Jung  studied  the  /  Ching  for  30  years 
and  wrote  a  preface  to  the  standard 
edition  of  the  /  Ching  which  shouldn't 
be  ignored.  Our  Western  way  of 
thinking,  he  said,  is  ba.sed  on  cansal- 
(Continued  on  page  88) 


12 


FORBES,    DECEMBER    1,    1973 


IF  YOU  HAVE  TROUBLE  FILLING  IN  THE 
RIGHT  HAHD  COLUMN,  FILL  IH  THE  COUPON 


Advantages  of  leasing  from  Ryder. 

1.  It  costs  no  more  than  owning  trucks. 

2.  You  free  up  capital. 

3.  You  free  up  management  time. 

4.  You  never  worry  about  tires. 

5.  Or  fuel. 

6.  Or  fuel  tax  reporting. 

7.  Or  licensing  and  registration. 

8.  Or  breakdowns.  Anytime.  Any  where. 

9.  Or  painting,  or  lettering, 
or  washing. 

10.  Or  maintenance.  Or  mechanics. 

11.  Or  insurance.  Or  paperwork. 

12.  Or  getting  substitute  vehicles. 

13.  Your  costs  become  predictable. 

14.  Your  service  to  your  customers 


Advantages  of  owning  trucks. 


2.. 


4.. 


6.. 


Ryder,  I'm  still  not  convinced  that  my 
company  would  be  better  off  leasing 
than  owning  but  I  want  to  know  more. 

NAME 


TITLE_ 


COMPANY- 
ADDRESS- 


CITY/ STATE/ZIP- 


R 

RVDER 


becomes  more  dependable. 

Ryder  leases  GMC,  Chevy  and  other  fine  trucks 


Mail  to:  G.M.  Young,  V.  P. 
General  Manager 
Ryder  Truck  Rental,  Inc. 


F6 


P.O.Box  816,Miami,Florida  33152. 
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We'd  like  to  let  you 
in  on  a  transporta] 
maiket  secret. 


Reidihold  Chemicals. 


Until  now,  the  role  of  Reichhold  Chemicals 
in  transportation  has  only  been  known  by  a 
few  specialists  in  the  field. 

Because  RCI's  resin  products  aren't 
normally  end-products  in  themselves— but 
rather,  specialty  chemicals  that  make  end- 
products  possible. 

Resins  that  go  into  the  big,  bright  world  of 
paints  and  finishes  on  cars,  trucks,  ships  and 
aircraft. 


Polyesters  that  make  possible  strong, 
lightweight  body  paneling  and  parts  for 
everything  from  a  pollution-free  electric 
automobile  to  the  interiors  of  today's  jets. 
Plasticizers,  PVC  and  phenolics  in  the 
insulation  for  wiring 
that  make  up  vehicles' 
electrical  systems. 
There's  even  a  Reich- 
hold  epoxy  that,  combined 
with  grit  surfacing,  re- 
duces skidding  on  modern 
highway  surfaces. 

Aboard  a  modern  bus, 
or  high-speed  railroad 
car,  you  might  be  sitting 
on  a  strong,  safe  plastic 
seat  made  possible 
by  RCI  resins.  Even  in  your  own  car,  you're 
surrounded  by  Reichhold  resins  and 
plasticizers. 


In  transporting  perishables,  insulation  is 

the  name  of  the  game-RCI  polyure- 

thane  foam  helps  keep  your  favorite  cut 

of  beef  frozen  solid  in  a  refrigerated 
truck. 

If  walking  is  your  mode  of  trans- 
portation, RCI  is  still  with  you. 
Reichhold  urethanes  could  be  in  the 
uppers  of  your  shoes,  and  Reichhold 
PVC  in  the  soles. 

The  transportation  market  is  one  of 
a  number  of  key  markets  Reichhold  has 
successfully  penetrated  through  its 
world  of  resin  technology  (some  others 
are  recreation  equipment,  home  fur- 
nishings and  construction)  to  the  tune 
of  over  a  quarter  of  a  billion  dollars  in 
sales  per 
year. 
And  now, 

with  RCI's 

acquisition  of 

the  Newport 

Division,  all 

the  market 

potential  of 

terpene 

chemistry  is 

added  to 

Reichhold's 

world  of 

resin 

technology. 

For  a  copy  of  our  latest  Quarterly  Report, 

write  to  the  address  below. 
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REICHHOLD 
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Reichhold  Chemicals,  Inc. 

RCI  Building,  White  Plains,  New  York  10602 


How  big  are  we  in 
tlie  bis  business  of  money? 


Big  as  $950  million  in  factoring. 


Textile  factoring  has  become  a  $15  billion-a-year  busi- 
ness. And  we're  consistently  among  the  top  half-dozen 
factors  in  the  country.  The  factoring  technique  is  also 
applied  beneficially  to  products  as  diverse  as  shoes,  fur- 
niture, electronic  components. 

Last  year  our  FNB  Financial  Company  assumed 
more  than  $950  million  in  credit  responsibilities.  And 
we're  big  overseas,  too — our  International  Factors 
Group  is  the  leading  worldwide  network  of  companies 
devoted  exclusively  to  credit  management  in  the  top  21 
trading  nations. 

Coming  up  with  big  ideas — that's  what  First  Na- 


tional Boston  Corporation  is  all  about.  Ideas  in  factoring, 
commercial  financing,  real  estate  financing,  leasing,  in- 
vestment, international  financing,  stock  transfers,  pen- 
sion trusts,  cash  management,  mutual  funds  servicing — 
if  it  has  to  do  with  keeping  money  on  the  move,  it  has  to 
do  with  at  least  one  of  our  subsidiaries. 

How  big  are  we?  Big  enough  . . .  and  still  growing  in 
innovative  services,  nationally  and  internationally. 


FIRST  NATIONAL 
BOSTON  CORPORATION 


The  First  National  Bank  of  Boston  •  Bank  of  Boston  International  •  Boston  Overseas  Financial  Corp.  •  Cobbs  Allen 
&  Hall  Mortgage  Co.  •  FNB  Financial  Co.  •  FNB  Services  Inc.  •  First  Capital  Corp.  of  Boston  •  First  National  Boston 
Clearance  Corp.  •  First  Venture  Capital  Corp.  of  Boston  •  Firstbank  Financial  Corp.  •  Massachusetts  Tankers,  Inc. 


Saturday  is  to  opera  lovers 
what  Sunday  has  become  to  football  fans. 


Saturday  afternoons  have 
been  something  very  special  to 
opera  lovers  for  a  long  time. 

As  a  matter  of  fact,  for 
33  years,  ever  since  our  first 
live  radio  broadcast  from  the 
Metropolitan  Opera  House 
in  New  York  City. 

Since  then,  opera  lovers 
have  been  following  all  the 
action  of  every  Saturday  broad- 


cast with  all  the  dedication  of 
tme  fans. 

We've  even  heard  there  are 
some  die-hards  who  haven't 
missed  a  single  broadcast.  And 
that's  over  a  span  of  more 
than  500  performances.  (Our 
opera  broadcast  is  the  longest- 
running  program  on  radio.) 

Of  course,  we're  not  really 
trying  to  make  opera  compete 


with  football.  But  they  do  have 
one  thing  in  common: 

In  the  end,  when  all  the 
excitement  and  cheers  have 
died  down,  it's  the  score,  after 
all,  that  counts. 

Broadcasting  the  opera 
for  the  34th  year.* 


♦Starting  December  8, 1973.  Consult  your  newspaper  for  time  and  station. 


EASTERN  IS  WORKING  HARDER  FOR  YOUR  DOLLAR 


Do  you  get  more  when 

you  fly  Eastern  for 
business  or  for  pleasure? 


Yes 


r«  Even  though  your  needs  as  a 
passenger  change,  our  commitment  to  work 
harder  for  your  dollar  doesn't  change. 

We  offer  new  and  improved  services  to 
businessmen  and  vacationers  alike.  And  we 
plan  other  innovations  to  come  later. 

As  second  largest  passenger  carrier  of  all 
airlines  in  the  free  world,  we  can  do  no  less. 


Planes  both  businessmen  and 
vacationers  can  appreciate. 


The  new  wide-body  L-1011  Whisperliners" 
And  the  newly  designed  interiors  of  our  727 
Whisper)  etsf 

These  planes  make  the  time  you  spend  in 
the  air  more  enjoyable  and  more  productive. 
They're  filled  with  new  comfort  features 
and  wide  open  spaciousness  everybody  can 
appreciate. 

We  have  over  1 10  of  these  Whisperjets  in 
the  air  now,  and  will  have  28  Whisperliners 
airborne  by  the  end  of  the  year. 


A  schedule 
to  meet  your  business  schedule. 


Ourvschedules  are  arranged  for  your 
convenience,  not  ours. 

If  you  can  finish  your  business  in  one  day, 
most  likely  we  have  a  flight  to  get  you  home 
the  same  day. 

Then  there's  the  Air-Shuttle®service,  which 
many  business  people  have  come  to  think  of  as 
their  very  own  airline. 


© 


You  get  a  guaranteed  seat,  and  no  reserva- 
tions are  needed  to  fly  between  New  York  and 
Boston,  Washington  and  now,  Montreal. 


Your  well-earned  vacation 
should  be  a  well-spent  vacation. 


When  you're  traveling  for  pleasure, 
Eastern  can  get  you  the  most  vacation  for 
your  money. 

Take  Eastern's  Vacation  Islands.They  start 
with  Bermuda  and  the  Bahamas  and  stretch 
down  the  Caribbean  to  Curasao,  offering  a  whole 
catalogue  of  vacation  experiences  that  only 
Eastern  can  give  you;  and  at  prices  you  can  afford. 

We're  also  introducing  the  Personalized 
Vacation:  a  vacation  geared  to  your  personality. 

These  are  some  of  the  ways  Eastern  is 
working  harder  for  your  dollar.  Now  and  in  the 
future.  Whether  you're  traveling  for  business 
or  for  pleasure.-^  Yes. 


RIM  TheWlngsof  Maa 


"TIk-  Wings  of  Man    is  a  registered  service  mark  of  Eastern  Air  Lines,  Inc. 


The  G>ntinental  Corporation  is  also 
the  man  from  Diners  Club. 


You  probably  recognize 
the  Continental  soldier. 

For  years,  he's  stood  at 
the  ready  as  the  symbol  of 
The  Continental  Insurance 
Companies,  one  of  the 
world's  largest  insurers. 

But    more    recently,    he's 
also  become  the  symbol  of 
The  Continental  Corpora- 
tion itself. 

And,  as  such,  he 
stands  for  more  than 
just  insurance. 

For  The  Continental  Corporation  is  more 
than  just  The  Continental  Insurance  Com- 
panies. _ 

The  Continental  Corporation's  business  is  using  and  man- 
aging money  to  make  money— by  providing  financial  serv- 
ices for  the  businessman  and  the  consumer. 

Besides  insurance,  our  companies  are  in  the  fields  of  per- 
sonal finance,  data  processing,  business  systems,  and  con- 
sumer credit. 

Diners  Club  is  a  good  example. 

It  v/as  the  first  executive  credit  card  ever  established. 

And  from  the  start,  it  had  wide  international  acceptance. 

We  acquired  Diners  Club  in  1970.  And  immediately  be- 
gan a  program  to  maximize  its  profit  potential. 

We  modernized  its  internal  systems,  made  its  member- 
ship list  more  selective,  and  sold  its  non-profitable  auxiliary 


travel  services. 

Today,  Diners  Club  is 
a  highly-valued  asset  of 
The  Continental  Corpo- 
ration. 

Its  new  collection  and 
payment   programs   are 
the  envy  of  the  industry. 
Its   acceptance   inter- 
nationally has  increased 
even  further. 
For  example,  today  the 
Diners    Club    card    is    honored    by 
75,000  more  establishments  worldwide  than 
any  other  executive  credit  card. 
And  the  growth  potential  for  Diners  Club  appears  to  be 
excellent. 

Its  select  membership  list  is  expected  to  grow  as  the  Club's 
services  expand. 

The  Continental  Corporation:  using  and  managing  money 
to  make  money.  In  consumer  credit,  personal  finance,  data 
processing,  business  systems,  and  insurance. 

Today,  we're  the  fifth  largest  diversified  financial  corpo- 
ration in  the  United  States. 

And  a  corporation  whose  earnings  over  the  past  five 
years  have  grown  at  a  compound  annual  rate  of  1  4%. 

Once  upon  a  time,  when  you  saw  the  Continental  soldier, 
you  probably  thought  of  insurance  only. 
Now  when  you  see  him,  think  big. 


The  Continental  Corporation 

APCO  Credit  Corp.  •  Amencon  Tjtio  Iniurance  Companies  •  Capitol  Ftnonciol  Servtcos,  Inc    •   TheContJnentol  ln»uronceComponic« 

TheDiners  Club.  Inc    •  The  INSCO  Systems  Corp    •  MorineOflice     Appleton  8  Co»  Corp  (MOAC)  •  Nolionol  Ben  Fronklmlile  Insuronto  Corp 

TheNoiicnollileAssuronceComponyolConodo  •  IheNotronol  ReinsuronceCorp   •  The  Security  Reiniuronc*  Corp  ltd    •  Underwritert  Ad|u»ting  Co. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


WE'RE  AT  WAR— BLOODLESS,  THANK  GOD 


The  energy  crisis  should  and  soon  will  have  an  impact 
on  this  nation  not  unlike  that  of  World  War  II.  If  we  at- 
tempt to  guns-and-butter  our  way  through  it,  it'll  simply 
compound  the  damage  to  the  people,  our  country,  our 
character,  our  worth  in  every  sense  of  the  word. 

I  think  most  Americans  are  far  readier  to  meet  the  crisis 
than  the  politicians  are  to  recognize  we  have  one. 

Immediate  short-term  steps— 50  mph,  lowered  thermo- 
stats, turning  lights  out,  daylight  saving  time  year-round 
—will  reduce  the  up-to-now  soaring  rate  of  increase  in 
energy  consumption  in  this  country.  They  will  do  little 
to  relieve  what  will  soon  be  a  quantitative  decrease  in 
the  energy  heretofore  available. 

Gasoline  rationing  is  a  must  and  the  sooner,  the  better— 
if  the  number  of  factories  closed  and  workweeks  (and 
pay  packets)  shortened,  and  curtailed  school  and  oflBce 
hours  and  days  are  to  be  less  than  now  seems  likely.  Given 
the  choice,  man  would  opt  to  drive  his  car  less  than  to 
work  less  and  take  home  less.  The  sooner  he  understands 
that  the  choice  is  clear  and  unequivocal,  the  greater 
the  possibility  he'll  not  have  to  undergo  both.  A  sure  way 
for  President  Nixon  to  renew  his  Gallup  is  to  do  the  unpop- 
ular but  needful— to  impose  gasoline  rationing  not  as  a 
last  resort  but  a  first  essential. 

The  impact  of  all  this  on  the  economy  shouldn't  be 
hard  to  project,  but  for  many  it  seems  to  be.  I  think  this 
energy  crisis  has  to  end  up  being  almost  all  good  for  all  of 
us,  for  our  country,  its  future  and  ours. 

Sure,  it'll  play  hobs  with  Detroit  for  a  while;  be  dis- 
ruptive to  the  economy  while  emphasis  and  demand  shuf- 
fle and  shift.  There's  even  a  possibility  that,  if  the  im- 
pact is  as  impactful  as  it  now  seems  sure  to  be,  inflation 
could  be  tempered  awhile  by  hesitant  consumers. 

Not  for  long,  though. 


As  a  result  of  sharp  curtailment  of  gasoline  consump- 
tion, by  spring  there  will  be  enough  fuel  for  schools,  fac- 
tories, the  petrochemical  industry,  etc.,  to  meet  nearly  all 
productive  needs. 

And  when  you're  working  as  much  as  ever  at  prevail- 
ing or  better  wages,  the  money  you  can't  spend  for  gaso- 
line and  have  saved  by  saving  on  home  heating  and  light 
bills  and  from  the  postponed  purchase  of  a  new  car  or 
the  difference  in  price  between  the  little  one  and  the  big 
one  you  might  have  once  bought,  and  the  money  saved 
by  not  driving  on  your  vacation— all  will  combine  to  en- 
able you  to  buy  the  storm  windows,  the  extra  blankets, 
sweaters,  fireplace  wood  and  the  thousand  and  one  other 
things  that  we  all  buy  when  we  have  an  extra  buck. 

Spending  patterns  will  be  redirected,  not  curtailed. 

Travel?  The  lure  of  going  abroad  will  be  better  'n  ever 
because  the  buck  will  once  again— and  soon— be  the  highly 
desirable  commodity  it  used  to  be  in  foreign  lands.  It 
wasn't  merely  the  $80-billion  surplus  of  greenies  slosh- 
ing around  the  world  that  devalued,  demeaned  the  dollar. 
Even  more,  it  was  the  indisputable  geometric  arithmetic 
of  the  money  that  we  were  spending  and  would  be  con- 
tinuing to  spend  on  oil  from  other  lands— an  estimated 
additional  $50  biUion  annually  in  a  few  years— that  no 
amount  of  soybean  sales  could  have  paid  for.  Our  trade 
deficit  seemed  inevitable  and  inexorable  because  we 
were  unwilling  to  exercise  any  restraint  in  our  zooming, 
substantially  wasteful  consumption  of  energy. 

Now  all  that  is  being  precipitously  ended. 

We  Americans  are  not  really  as  compulsively  wasteful 
or  helplessly  indulgent  as  some  in  the  world  have  come 
to  believe.  Challenged  we  respond. 

Challenged  we  are. 

And  respond  we  will. 


WHAT  THIS  COUNTRY  MOST  NEEDS  NOW 


is  a  super  energy  czar,  a  man  to  do  in  this  crisis  what 

"Old    Iron    Pants"    Johnson    did    with    the    NRA    when 

Roosevelt  launched  it  to  spark  us  out  of  the  Depression. 

There  is  such  a  man,  a  no-nonsense  genius  who  knows 


energy  from  atoms  to  ions,   a  man  who  knows  how  to 
get  the  impossible  done  and  who  brooks  no  nonsense  in 
doing  it- 
Admiral  Hyman  G.  Rickover. 


FORBES,    DECEMBER   1,    1973 
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OUR   ENERGY  PROBLEMS 

are  too  important  to  be  left  to  the  Oilheads. 

AND  NOT   SO  INCIDENTALLY 


we  should  not  too  much  lessen  certain  essential  ecologi- 
cal safeguards. 

For  example,  under  no  circumstances  would  it  be  worth 


permitting  coal  strip-mining  without  satisfactory  regreen- 
ing  of  the  surface  merely  so  some  can  tool  their  heavy 
wheels  down  highways  in  excess  of  the  speed  limits. 


ANYONE  ARGUING 

over  whether  we  should  ration  gasoline  or  curb  demand 
by  a  substantial  price  hike  is  wasting  bodily  energy.  Both 
are  as  certainly  certain  as  any  certainty  ever  was. 

HOW  TO   FEEL  UNUSEFUL  THESE   DAYS 

Be  general  manager  of  GM's  Cadillac  division. 

THE  ONLY  THING 

that  could  worsen  the  U.S.'  energy  cri- 
sis and  lessen  the  potential  good  of  it 
would  be  a  too-soon  Arab  ending  of  it. 

SHOULD  NIXON   RESIGN? 


He  most  certainly  should  not. 

That  would  be  the  ultimate  betrayal  of  trust,  of  his 
oath  of  office,  of  the  Constitution.  It  absolutely  bewilders 
me  when  responsible  media  and  sensible  men  urge  this 
course. 

The  President's  resignation  would  really  disrupt  the 
Constitutional  process.  If  he  is  impeachable,  he  should  be 


impeached  as  provided  in  the  Constitution. 

Presidents'  tenure  should  not  depend  on  their  Gallup. 
Their  effectiveness  is  obviously  tempered  by  waves  of 
popularity  or  hurricanes  of  the  reverse.  But  their  term  of 
office  has  never  been  and  should  never  be  changed  except 
as  a  result  of  being  found  guilty  of  criminal,  impeachable 
conduct,  mental  breakdown  or  death  in  office. 


AND   SPEAKING  OF  PRESIDENTIAL   EFFECTIVENESS 


I  don't  think  any  President  could  have  better,  more 
effectively  handled  that  Mideast  War  than  did  President 
Nixon  and  his  confidant,  Henry  Kissinger. 

An  actual  peace,  possibly  of  quite  some  duration,  may 
emerge.  And  that  would  be  no  inconsequential  Presiden- 


tial accomplisliment. 

Maybe  Speaker  Albert,  who  would  have  been  our  Presi- 
dent if  Nixon  had  heeded  the  solicitations  of  some,  might 
have  done  the  job  equally  well  .  .  .  but  I'm  quite  glad  we 
didn't  have  to  find  that  out. 


IT'S   A   PAIN  IN  THE  NECK 


how  often  stuff  in  our  principal  competitors,  Business 
Week  and  Fortune,  should  be  read  by  responsible  busi- 
nessmen. In  the  November  issue  of  Fortune,  for  instance, 
are  three  articles  I'd  hate  to  have  missed  and  the  Nov. 
10  Business  Week  Special  Report,  "Managing  in  a  Short- 


age Economy,"  is  both  the  first  and  comprehensively  best 
I've  seen  on  this  vital  subject. 

As  a  competitor,  I  wish  both  those  good  periodicals 
would  be  less  so;  but  as  one  who  tries  to  know  what's 
happening  and  what  might  happen,  I'm  glad  they  exist. 


READ   "STOLEN  PACKAGES"   ON   PAGE  42 

unbounded    chaos    that    is    called    the    U.  S.    Mail. 

The  quicker  the  Congress  makes  free  enterprise  mail 
delivery  legal,  the  sooner  the  U.S.  Mail  will  start  getting 
delivered. 


It's  a  compelling  tale  of  how  free  enterprise  United 
Parcel  Service  does  a  ten-times  better  job  of  parcel  de- 
livery than  the  U.S.  Postal  Service. 

And   in   that  tale,   my  friends,   lies  the  answer  to   the 


DELIGHTFUL  APOCRYPHA 


In  Denver  not  long  ago  a  friend  told  me  that  somebody 
told  him  that  Moshe  Dayan  had  attributed  much  of  Israeli 
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military   success   to   the   fact   that   "We   put   doctors   and 
lawyers  up  front— they  know  how  to  charge." 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Gas  and  Oil  from  Coal 

The  U.S.  coal  supply  constitutes 
one  of  the  largest  reserves  of  stored 
energy  in  the  world,  and  in  the  wake 
of  the  Middle  East  crisis,  efforts  to 
exploit  that  energy  will  be  getting 
more  attention.  Most  authorities  agree 
that  the  only  way  to  expand  coal  use 
significantly  is  to  develop  more  eco- 
nomical ways  to  convert  it  to  synthetic 
gas  and  oil. 

What  is  needed  is  nothing  less  than 
a  major  new  industry.  A  small  gov- 
ernment program,  in  collaboration 
with  some  private  corporations,  has 
developed  six  coal-conversion  process- 
es to  the  pilot-plant  stage,  but  the 
first  commercial  plants  will  not  ap- 
pear before  1980  at  the  earliest.  To 
clip  two  years  out  of  that  schedule 
and  get  the  program  really  moving 
will  require  a  vast  engineering  and 
plant-construction  program  costing 
more  than  $2  billion.  The  growing 
crisis  in  energy  calls  for  a  crash  pro- 
gram of  just  this  magnitude. 

—Fortune. 

How  I\ice  Can  You  Get? 

In  1898  there  was  still  another 
metamorphosis,  and  a  new  structure 
including  Kodak,  Ltd.,  a  large  British 
subsidiary,  was   set  up,   with  a  cap- 


italization of  $8  million.  Eastman 
made  a  personal  profit  of  $960,000 
as  the  arranger  of  the  reorganization 
and  enjoyed  reporting  that  when  he 
elatedly  told  his  mother:  "Mother, 
we  have  a  million  dollars  now,"  her 
sole  comment  was:  "That's  nice, 
George.  .  .  ." 

—Bernard  A.  Weisberger 
American  Heritage. 

The  Public's  Business 

Campaigns  are  as  integral  to  the 
election  process  as  registration,  ballot- 
printing,  counting,  etc.— which  have 
always  been  taxpayer-supported,  in 
the  interest  of  honest  elections.  Cam- 
paigns are  equally  the  pubhc's  busi- 
ness ( in  fact,  one  of  the  few  examples 
of  public  business  not  financed  with 
public  funds).  As  Watergate  has 
shown,  the  present  mode  of  financing 
corrupts  and  distorts  the  democratic 
process.  —Philip  M.  Stern 

Moscow  Cabbie 

Louis  Fischer,  distinguished  journal- 
ist, is  an  expert  on  Russia  and  a 
raconteur  as  well.  He  says  he  once 
needled  former  Secretary  of  State 
James  F.  Byrnes  for  never  visiting  the 
Soviet  Union  as  a  private  citizen. 

"He  never  tried  to  hire  a  Moscow 
cabbie,"  says  Fischer,  "who  asked  for 


20  rubles,  was  offered  3,  asked  for  15, 
was  offered  6,  then  asked  for  10  and 
the  deal  was  made.  The  Secretary 
would  think  he'd  gained  10  rubles,  the 
cabbie  would  think  he'd  gained  5." 

—Princeton  Alumni  Weekly. 

Judge  Men  for  What  They  Do 

or  What  They  Are 

[To]  the  poet-priest  Jean  Froissart, 
famed  chronicler  of  feudal  war  and 
adventure  .  .  .  the  truth  about  men 
lay  simply  in  what  they  did,  par- 
ticularly in  pobtics  and  war.  So  he 
went  about  energetically  collecting 
stories  of  men's  "feats"  and  adven- 
tures. To  Marcel  Proust,  men's  deeds 
meant  little  and  revealed  less.  What 
mattered  to  him  was  recapturing  the 
subjective  aspect  of  men  and  things- 
how  they  appeared,  not  objectively, 
but  in  one  man's  memory  and  con- 
sciousness. We  have  grown  so  accus- 
tomed to  such  subjectivity  in  art,  in 
literature  and  in  thought  that  it  takes 
a  real  effort  to  grasp  that  Froissart 
would  have  found  such  an  approach 
quite  literally  incomprehensible.  The 
passage  of  five  centuries  has  wrought 
profound  changes,  not  only  in  the 
fate  of  aristocracies,  but  in  the  very 
way  men's  minds  grasp  reality. 

—Walter  Karp  in  Horizon. 


Nearly  three  years  have  passed 
since  observers  were  confidently 
predicting  that  Congress  would 
soon  pass  some  sort  of  national 
health  insurance  plan. 

To  date,  though,  little  has  hap- 
pened. The  U.S.  remains  the  only 
industrial  nation  that  lacks  a  broad 
national  health  insurance  plan  that 
would  make  medical  care  avail- 
able, affordable  for  all. 

A  sensible  compromise  to  the 
question  of  what  plan  to  adopt  is 
being  prepared  by  Senators  Russell 
Long  (Dem.,  La.)  and  Abraham 
Ribicoff  (Dem.,  Conn.). 

Their  bill  would  have  the  Gov- 
ernment pick  up  the  tab  for  most 
family  medical  costs  that  exceed 
$2,000  in  a  year,  and  for  hospital 
costs  aft^r  the  first  60  days  of  hos- 
pitalization. It  would  provide  in- 
centives for  the  health  insurance 
industry  to  offer  "reasonable  cost" 
policies  that  would  cover  the  first 
$2,000  of  medical  costs  and  those 
first    60    days    in   the   hospital.    It 


A  GOOD  HALF-LOAF 

would  increase  by  half  the  number 
of  people  eligible  to  have  most  of 
their  medical  bills  covered  by  the 
Government.  Total  cost  of  the 
package:  $9  billion. 

The  chief  virtue  of  the  Long- 
Ribicoff  proposal  is  that  it  would 
mitigate  much  of  the  financial  ca- 
tastrophe of  catastrophic  illness. 
While  regrettably  not  as  compre- 
hensive as  the  Kennedy  Plan  (Oth- 
er Comments,  Jan.  1),  it  would, 
politically,  be  more  feasible,  which 

is  what  counts. 

*    *    * 

On  the  subject  of  government 
and  medicine,  Assistant  Secretary 
for  Health  Dr.  Charles  C.  Edwards 
recently  announced  that  federal  aid 
for  health  manpower  education 
may  soon  be  ended.  One  of  his 
reasons:  If  the  current  output  from 
our  schools  continues  through  1985, 
"We  may  well  be  facing  a  doctor 
surplus  in  this  country." 

That's  unlikely. 

With  the   coming   of   some   sort 


of  national  health  insurance,  the 
need  for  doctors  is  not  about  to 
abate.  As  President  Nixon  said  in 
1971:  "Helping  more  people  pay 
for  more  care  does  little  good  un- 
less more  care  is  available." 

This  country,  in  fact,  has  been 
making  up  for  its  shortfall  of  doc- 
tors through  the  use  of  foreign- 
educated  physicians.  In  1963, 11%  of 
America's  M.D.s  were  foreign-ed- 
ucated. By  1971,  1S%.  Moreover, 
by  the  end  of  1971,  nearly  one- 
third  of  the  interns  and  residents 
in  the  U.S.  were  educated  abroad. 
Sadly,  most  of  these  people  were 
not  Americans  who  merely  went  to 
school  overseas.  Most  were  for- 
eigners, many  of  whom  are  more 
needed  at  home.  We  have,  for  in- 
stance, some  8,000  doctors  from 
the  Philippines,  another  5,000  from 
India. 

Curtail  federal  aid  here?  Prac- 
tically and  morally,  the  evidence 
points  in  precisely  the  opposite  di- 
rection. —M.S.  Forbes  Jr. 
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Doyour  company  a  favor 
and  be  a  nice  guy  to  your  investors, 

all  at  the  same  time. 


It's  called  Chase  Manhattan's 
Automatic  Stock  Purchase  Plan. 

The  plan  encourages  your  in- 
vestors to  put  their  dividend  and 
interest  payments  back  into  your 
company's  common  stock. 

The  participating  investor's 
dividends  or  interest  payments 
are  turned  over  directly  to  Chase 
Manhattan.  The  investor  can  also 
add  additional  funds  any  time  he 
chooses.  Chase  makes  the  pur- 
chase of  your  common  stock,  does 
the  paperwork,  and  sends  out  a 
statement  of  increased  participa- 
tion to  each  investor  who  has 
signed  up  for  the  Plan.  Since  we 
combinethedividend  and  interest 
checks  with  the  additional  cash 
depositsofa//the  participating  in- 
vestors, Chase  can  make  large 


purchases  of  your  stock.  So  there 
are  commission  savings  to  each 
investor.  Also,  each  holder  of  se- 
curities is  credited  with  dividends 
on  fractional  shares. 

This  Plan  is  available  to  hold- 
ers of  common  and  preferred 
stock,  as  well  as  bond-  and  note- 
holders. I n  addition.  Chase  will  act 
as  custodian  of  all  of  your  corpora- 
tion's common  stock  (including 
those  bought  elsewhere)  for  all 
participating  investors. 

Once  youVe  weighed  the  ben- 
efits of  Chase  Manhattan's  Auto- 
matic Stock  Purchase  Plan,  call  us 
at  (212)  552-5303-this  can  very 
well  be  the  easiest  and  nicest  bus- 
iness decision  of  your  entire  fiscal 
year. 


¥)u  have  a  friend  at  Chase  Manhattan. 

1  Chase  Manhattan  Plaza,  New  York,  New  York  10015  (212)  552-5303 
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Beech  Aircraft  lOli^ar 
growth  rate  3  times  £isler 
thanGlVP: 


Few  people  realize  the  surging  growth  of  General 
Aviation  — the  ownership  and  use  of  private  airplanes 
(such  as  Beechcrafts)  by  business  firms  and  in- 
dividuals. Yet  over  98%  of  all  airplanes  in  this  coun- 
try are  privately  owned  (non-airline,  non-military). 

It  may  surprise  you  to  learn  that  General 
Aviation's  privately-owned  aircraft  also  account  for: 

95  %  of  all  pilots  (698.000  out  of  732,729  total). 

95%  of  all  airports.  (10,725  of  the  nation's 
11,261   airports  have  no  scheduled  airline  service.) 

79%  of  all  hours  flown  (26  million  out  of  33 
million  hours  per  year). 

•37%  of  all  inter-city  passengers  carried  — over 
92,000,000  passengers  per  year  in  private  aircraft 
between  cities. 

Not  only  is  Beech  a  leader  in  the  booming 
general  aviation  industry,  but  also  in  a  variety  of 
aerospace  projects.  Beech  is  a  pioneer  in  the  practical 
use  of  cryogenics  to  provide  a  shirt-sleeve  atmosphere 


for  astronauts  in  outer  space.  Its  systems  have  been 
involved  in  every  manned  space  shot  to  date. 

Adaptations  of  its  liquified  gas  systems  for 
space  are  being  explored  by  Beech  R&D  technicians 
as  possible  solution  to  our  automobile  fuel  problems. 
Beech  complete  target  missile  systems  are  used  by 
all  three  military  branches,  as  well  as  off-the-shelf 
military  aircraft  for  a  variety  of  mission   projects. 

Beech's  growth  continues  at  a  healthy  rate-of- 
climb  into  the  exciting  era  ahead! 

FREE:  Write  today  on  your  letterhead  for 
descriptive  information  about  Beech  Aircraft  Cor- 
poration,   its    activities    and    its   exciting   products. 


Mieech    Qircraft    Corporation 
Wichita.  Kansas  67201 
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From  the  notes  of  T.  F.  Willers.  Chief  Executive  Officer  of  Champion  International, 
as  he  toured  the  26  operating  units  of  the  Corporation. 


Demand  for  paper— already 
at  historic  highs— is  expected 
to  exceed  capacity  for  many 
years. 

And  our  new  Courtland  Mill 
is  helping  us  expand  to  meet 
that  demand.  Which  gives 
us  a  big  head  start  over  the 
rest  of  the  industry. 

One  paper  machine  has  been 
operating  on  the  site  for  two 
years.  A  second  will  be 
completed  in  1975,  and  its 
40C)-ton-per-day  capacity 
will  increase  Champion 
International's  overall  paper 
production  by  12%. 

The  entire  mill  has  been 
designed  with  the  most 
advanced  environmental 


control  facilities  available. 

And  what  makes  the  mill  site 
so  perfect  is  that  it  has  just 
the  right  mixture  of  every- 
thing it  takes  to  make  the 
kind  of  paper  manufactured 
by  Champion  Papers. 

It's  surrounded  by  ample 
timberlands  on  the  border 
line  between  the  southern 
pine  and  central  hardwood 
forests.  It's  on  the  banks  of 
the  Tennessee  River  which 
provides  more  than  enough 
water  for  papermaking  and 
good  transportation  as  well. 
Finally,  enough  people  live  in 
the  area  to  ensure  an  ade- 
quate labor  supply. 

Carefully  planned  and 


executed  growth  character- 
izes the  Paper  and  Allied 
Products  group  and 
Champion  International's 
other  two  groups  as  well. 
These,  Building  Materials  and 
Furnishings,  include  such 
famous  and  prestigious 
names  as  U.S.  Plywood, 
Drexel,  Heritage,  Meadow- 
craft,  and  Trend  Mills. 
Champion  International  is 
the  62nd  largest  manufactur- 
ing company  in  the  United 
States,  and  its  three  groups 
will  generate  sales  of  more 
than  $2  billion  in  1973. 

For  a  copy  of  our  Annual 
Report,  write  Public  Affairs 
Department,  777  Third  Ave., 
New  York,  New  York  10017. 
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Champion  International 


If  you  want  your  car 

waiting  even  when  your  plane 

is  2  hours  late... 
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join  the  Club. 


The  Hertz*!  Club 

MEMBERSHIP  CARD 
PAUL  HOWARD 

FOR  U  S  A  RESERVATIONS  CALL  TOLL  FREE  '  1  CLUB  MEMBERSHIP 

800-654-3131         *6331912 


this  business,  no  one  can        We  believe  you'll  find  no  other  rent-a- 


Your  phone  reservation  will 


of  this  Hertz  policy 


that  reserved  car  for  you. 


airports: 


because  you  need  rent-a-car  problems 
like  a  hole  in  the  head. 

As  a  member,  you'll  have  a  car 
p reassigned  before  ypu  even  arrive. 


sign  your  name  and  go. 

And  our  practice  is  to  give 
every  Ford  and  other  fine  cars  a  12- 
point  safety  check  each  time  out. 
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ping  off  your  car  with  our  express 
check-in  service. 

Hertz  is  the  worldwide  leader 


•■s&KmiiMii*! 


800-654-3131.  Or  tell  us  to 
enroll  you  at  the  Hertz  _ 
counter.  It's  that  easy; 
to  join  the  Club. 

Hertz  rents  Fords  and  other  fine  cars 


The  Hertzl  Club. 
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Forbes 


The  Goal  Is  Self-Sufflclency 


In  some  ways  we'll  be  better  off  If  the  energy  crisis  doesn't  so  away. 


A  GOOD  MANY  thoughtful  Americans 
are  saying  privately  that  they  hope 
the  Arabs  don't  let  the  U.S.  off  the 
oil  hook,  at  least  not  soon.  For  if  they 
ease  up  soon,  then  the  U.S.  pubhc 
may  settle  back  and  again  luxuriate 
in  the  illusion  of  plentiful  oil— until 
the  next  time  the  U.S.  or  its  friends 
displease  the  Arab  world. 

President  Nixon  says  we  can  be 
self-suflBcient  again  by  1980.  But 
achieving  that  goal  depends  on  many 
things.  Such  as  American  willingness 
to  spend  at  least  $40  billion  in  tax 
money  and  business  profits  for  re- 
search and  development.  A  willing- 
ness to  pay  considerably  higher  prices 
to  finance  the  horrendous  costs  of 
coal  gasification,  drilling  on  the  con- 
tinental shelf,  and  extracting  oil 
from  shale  and  tar  sand.  It  also  de- 
pends on  a  spirit  of  compromise  on 
ecology  and  pollution. 

The  dreadful  alternative  is  a  more 
lopsided  dependence  on  Arab  oil. 

It  took  a  long  time  for  the  U.S.  to 
become  dependent.  Getting  self-suffi- 
cient won't  be  easy,  cheap  or  fast. 
But  it  will  be  one  of  the  smartest 
things  this  nation  has  ever  done. 

How  did  we  get  into  this  fix?  It's 
a  long  story. 

The  Federal  Government,  way, 
back  in  1954,  slapped  on  rock-bottom 
price  limits  on  natural  gas  which  as- 
sured low  utility  rates  and  runaway 
demand,  while  discouraging  explora- 
tion for  fresh  supphes.  Then,  as  oil 
became  harder  to  find  at  home,  do- 
mestic drilhng  skidded  to  a  21 -year 
low  in  1971. 

At  the  same  time,  the  Government 
retarded  experimentation  on  synthetic 


Sex  &  the  Energy  Crisis  - 

In  Super  Money,  when  "Adam 
Smith"  told  one  broker  about  heroin 
addiction  sweeping  the  country,  the 
broker  shot  back:  "Who  makes  the 
needles?"  As  Wall  Street  would  put  it: 
"How  do  you  play  the  energy  crisis?" 
The  obvious  stocks,  the  drilling-equip- 
ment makers,  the  refinery  builders,  the 
domestic  crude  people,  all  these  have 
been  run  up.  Conversely,  the  victims 
have  been  selected:  McDonald's,  Dis- 
ney, General  Motors,  etc. 

But  is  Wall  Street  really  being  imag- 


fuels— such  as  gas  from  coal,  oil  from 
shale  and  electricity  from  sunlight. 
The  sparse  research  dollars  went  to- 
ward the  long-term  solution  of  nu- 
clear power.  Russell  Train,  who  is  ad- 
ministrator of  the  Environmental  Pro- 
tection Agency,  recalls:  "Time  and 
again  I  tried  to  convince  the  Budget 
Bureau  that  R&D  dollars  were  vital 
for  coal  gasification  and  so  on.  Time 
and  again,  they  said:  'Forget  it,  the 
cost  benefit  isn't  good.'  " 

As  this  indicates,  our  Government 
hasn't  had  a  cohesive  energy  policy. 
It  still  doesn't. 

The  oil  industry  deserves  plenty  of 


At  the  same  time,  most  majors  also 
turned  their  backs  on  the  potential 
of  high-priced  but  domestic-made  syn- 
thetic fuels.  In  all,  the  oil  industry 
devotes  a  measly  0.07%  of  its  $80 
billion  in  sales  to  R&D-that's  all  R&D 
—plus  only  2%  to  worldwide  explora- 
tion and  drilling. 

What's  more,  23  of  the  largest  oil 
companies  own  10%  of  our  coal  re- 
serves and  50%  of  our  uranium— some 
of  the  very  resources  that  could  be 
converted  to  clean  energy. 

Chris  Welles,  author  of  a  contro- 
versial book  on  oil  shale,  says:  "For 
years  the  oil  industry  has  retarded  oil 


We  are  not  going  to  ask  everybody 

to  heat  their  homes  at  68  degrees . . . "" 

Peter  Flanigan,  Presidential  energy  adviser,  Jan.  1973 


We  must  ask  everyone  to  lower 

the  thermostat  In  your  home  . 


..  to  68  degrees. " 

President  Nixon,  Nov.  1973 


blame.  Most  of  it  was  mesmerized 
by  that  cheap  Middle  Eastern  oil. 
"Be  nice  to  the  Arabs,"  it  pleaded. 
But  how  nice?  To  the  point  of  allowing 
Arab  armies  to  sweep  over  a  weak- , 
ened  Israel?  And  who  was  to  be  cer- 
tain that  a  reasonable  man  like  King 
Faisal  might  not  one  day  be  replaced 
by  a  wild  man  like  Colonel  Qadaffi? 

Oil  expert  M.A.  Adelman  claims 
that  the  multinational  oil  companies 
have  become  tax  collectors  for  the 
Mideast  producing  nations. 

The  point  is  that  the  Arabs  have 
every  right  to  use  their  economic  pow- 
er. But  remember,  their  interests  and 
ours  will  not  always  coincide. 


shale  experimentation  for  fear  that  an 
independent  and  competitive  energy 
industry  would  spring  up  and  under- 
cut the  conventional  oil  business." 

The  oil  companies'  i-esponse  is  rather 
lame.  In  effect,  they  want  profit  guar- 
antees before  they'll  search  for  oil  at 
home.  They  are  on  solider  ground 
when  they  blame  some  of  the  shortage 
on  politicians  and  overzealous  environ- 
mentalists. 

Now  we  have  a  name  for  it:  the 
energy  crisis.  Actually,  it  has  been  with 
us  all  along.  It  will  remain  a  crisis  as 
long  as  the  U.S.  is  dependent  on  out- 
side sources  for  something  as  vital  as 
energy  fuels.  ■ 


inative  enough?  How  about  this  sce- 
nario, all  you  analysts: 

You  can't  drive  your  car,  TV  is 
blacked  out,  it's  cold  as  hell  because 
you  have  already  used  your  monthly 
fuel  oil  allotment.  What  do  you  do? 
You  jump  in  bed,  perhaps  a  fur-cov- 
ered water  bed. 

There  you  have  it!  More  babies. 
You  buy  Gerber's,  Kimberly-Clark, 
General  Foods.  Or  you  can  play  the 
flip  side  of  the  baby-energy  boom: 
People  will  use  more  birth-control  pills. 


Buy  Syntex!  Who  makes  condoms? 

Besides  sex,  what?  We  called  a 
Wall  Street  broker  and  he  blurted: 
"Hobbies.  All  us  shut-ins  will  start 
playing  games  and  saving  stamps 
again."  He  ticked  oflF  photography, 
home-study  courses,  power  tools. 

"And,  oh  yeah.  Find  out  who  makes 
those  old-type  push  lawnmowers.  You 
won't  be  able  to  get  gas  for  your 
tractor  mower." 

You  think  we  are  kidding?  Call 
your  broker! 
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What's  Wrong  at  Chrysler? 

A  policy  that  was  too  ambitious  for  its  means; 
problems  in  coming  to  terms  with  a  changing  market. 


If  ai-l  of  Detroit  is  in  trouble  these 
days  with  the  gasoline  shortage, 
Chrysler  is  in  double  trouble.  It  is  a 
company  with  products,  plants  and 
money,  but  no  firm  sense  of  direction. 

From  the  time  Chairman  Lynn 
Townsend  and  the  now  retired  George 
Love  took  over  in  1961  until  a  few 
years  back,  Chrysler  was  determined 
to  be  a  full-line  auto  company  in  the 
image  of  General  Motors  and  Ford. 
This  goal  has  had  to  be  abandoned. 
Chrysler  simply  does  not  have  the 
resources  for  it.  Its  total  equity  capi- 
tal is  around  $2.5  billion,  less  than 
half  Ford's,  less  than  one-fourth  Gen- 
eral Motors'.  And  Chrysler's  efforts 
to  match  its  big  competitors  overseas 
have  yet  to  pay  off. 

The  abandonment  of  the  full-line 
principle  shows  clearly  in  Chrysler's 
current  product  lineup.  It  does  not 
have  and  does  not  plan  to  have  in  the 
next  couple  of  years  a  serious  entry  in 
the  subcompact  class,  where  Ford's 
Pinto,  GM's  Vega  and  American's 
Gremlin  were  taking  over  8%  of  the 


SMALL  CARS 

HAVE  ALL  THE  GROWTH 

Long  before  the  energy  crisis 

the  public  was  shifting 

to  smaller  cars. 

Now  that  trend  is  accelerating. 
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market  in  the  first  months  of  the  1974 
models.  Chrysler  dealers  will  offer  the 
Japanese-made  Colt,  but  will  get  only 
54,000  of  them  this  year;  Ford  will 
make  some  47,000  Pintos  a  month. 
Chiysler  has  virtually  quit  the  Cadil- 
lac-Continental high  end  of  the  mar- 
ket; the  old  Imperial  nameplate  now 
graces  a  prettied-up  big  Chrysler.  In 
trucks,  Chrysler  also  lacks  a  fuU  line- 
up; its  Dodge  trucks  get  a  respectable 
10%  share  of  the  pickup  business,  but 
only  token  pieces  of  the  medium-  and 
heavy-duty  truck  markets. 

If  Chrysler  is  not  a  full-line  man- 
ufacturer, what  is  it?  It  is  not  what 
American  Motors  is,  a  specialist  in 
small  cars.  Chrysler  today  is  basically 
a  successful  manufacturer  of  compact 
cars  (Dart  and  Valiant)  and  a  far- 
back  also-ran  in  intermediate,  stan- 
dard and  luxury  cars. 

Nor  does  Chrysler  seem  to  be  re- 
acting to  the  current  energy  crisis  in 
any  very  firm  way.  All  the  signs  point 
to  continued  growth  in  the  compact 
and  subcompact  end  of  the  market. 
Does  Chrysler  accept  this?  Listen  to 
Lynn  Townsend: 

"The  subcompacts  are  just  too 
small:  The  American  people  just 
won't  climb  into  them.  They  have  to 
give  up  too  much  in  creature  comfort. 
I  think  even  a  compact's  a  little  small. 
I  would  think  that  probably  the  most 
popular  car  size  you'll  see  15  years 
from  today  will  be  like  our  inter- 
mediates today.  But  you're  still  going 
to  see  a  hell  of  a  lot  of  big  ones." 

He  said  this,  not  in  1969,  but  just 
last  month. 

In  all  fairness,  Lynn  Townsend  is  a 
strapping  six-foot-two  and  weighs 
close  to  200  pounds;  subcompacts  or 
compacts  are  not  the  ideal  car  for 
him.  But  with  oil  short  and  likely  to 
stay  short,  and  with  gasoline  prices 
possibly  on  their  way  to  $1  a  gallon, 
can  anyone  doubt  that  the  smaller, 
lighter  and  more  economical  car  is 
the  wave  of  the  future? 

In  fact,  Americans  are  climbing  in- 
to subcompacts,  and  in  record  num- 
bers. In  the  first  ten  months  of  1973 
imports  and  subcompacts  accounted 
for  24.5%  of  all  cars  sold  in  the  U.S., 
vs.  17%  just  three  years  ago;  sales  of 
the  small  cars  are  expected  to  in- 
crease by  at  least  10%  in  1974,  to 
a  total  of  roughly  3  million  units. 

As  for  compacts,  regardless  of 
Townsend's    doubts,    the    Darts    and 
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Valiants  are  the  only  models  selling 
well  in  Chrysler's  1974  lineup.  In  the 
first  month  of  the  new  model  year, 
Chrysler  sold  41,000  Darts  and  Val- 
iants, or  39%  of  its  total  sales,  vs.  34% 
a  year  ago. 

Last  year  U.S.  auto  sales  reached 
11.8  million  cars,  8%  higher  than  the 
previous  record  set  in  model  year 
1972.  The  Detroit  automakers  could 
rightfully  say  they  were  selling  all  the 
cars  they  could  make.  But  next  year 
auto  sales  are  expected  to  slow  down 
10%  to  15%,  maybe  more.  Chrysler 
has  a  long  history  of  doing  well  in 
boom  years  and  poorly  in  years  when 
sales  dip;  as  recently  as  1970  Chrys- 
ler was  in  the  red— after  earning  a 
record  $6.23  a  share  in  1968.  This 
huge  negative  swing  in  profitability 
was  produced  by  a  dip  of  only  about 
5%  in  sales  volume.  That  has  always 
been  Chrysler's  character:  lots  of 
leverage,  downside  as  well  as  upside. 
Recently  the  upside  leverage  has  been 
getting  thinner:  For  1973,  with  its 
plants  producing  full  out,  Chrysler 
will  net  barely  2  cents  on  the  sales 
dollar;  compare  this  with  7  cents  for 
CM  and  about  5  cents  for  Ford.  Quite 
clearly,  Chrysler  does  not  have  much 
margin  for  error. 

(Continued  on  page  30) 
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What's  Right  at  American  l\/lotors? 

The  right  car  for  the  times— plus  a  timely  boost  from  devaluation. 


A  FEW  YEARS  AGO,  the  sages  were 
nodding  gravely  that  only  government 
intervention  could  save  American  Mo- 
tors. Today  the  company  can't  build 
cars  fast  enough  to  satisfy  the  demand. 

Three  things  have  made  the  dif- 
ference: specialization,  devaluation 
and  dawning  public  awareness  about 
the  energy  situation. 

AMC  ended  its  fiscal  year  on  Sept. 
30  with  operating  net  of  $44.5  mil- 
lion, $1.65  a  share,  up  from  only  64 
cents  last  year.  Market  share  at  the 
end  of  fiscal  1973  was  3.8%,  up  from 
3.3%  the  previous  year.  Percentage- 
wise the  increase  is  tiny;  measured 
in  actual  sales,  it's  50,000  vehicles. 

Most  dramatic  of  all:  Although  in- 
dustry sales  for  the  six  weeks  ended 
Oct.  31  were  off  9.4%,  American  Mo- 
tors bucked  the  downward  trend 
with  a  10.3%  increase.  AMC  sales 
were  $1.7  billion  in  1973;  they  could 
hit  $2  billion  in  fiscal  1974.  Not  bad 
for  a  company  that  was  barely  alive 
a  few  years  ago. 

Roy  D.  Chapin  Jr.,  AMC's  chairman 
and  chief  executive  oflficer,  is  clearly 
enjoying  this  new  prosperity— and  not 
just  for  his  $268,000  annual  compen- 
sation. Now  58,  Chapin  has  lived 
with  the  company  through  thick  and 
thin  ever  since  his  first  job  as  test- 
driver  for  Hudson  Motor  after  his 
graduation  from  Yale  in  1937.  Cha- 
pin's  father,  an  automotive  pioneer, 
was  a  founder  of  Hudson,  which,  to- , 
gether  with  Nash,  formed  the  nucleus 
of  American  Motors. 

Oof  of  fhe  Frying  Pan 

As  we  said,  three  things  have  made 
the  difference.  There  is  the  shift  to 
smaller  cars.  Since  1969,  compacts, 
subcompacts  and  imports  have  gone 
from  21.7%  of  the  U.S.  retail  market 
to  40.3%.  Smaller  families,  more  work- 
ing wives  and  the  need  for  a  ma- 
neuverable  urban  car  aU  have  con- 
tributed to  the  trend.  The  fuel  short- 
age and  prospects  of  gasoline  ration- 
ing are  added  incentives  to  buy  econ- 
omy cars— exactly  the  market  segment 
in  which  Chapin  and  AMC  President 
William  Luneburg  "chose  to  excel" 
which  they  took  control  of  the  floun- 
dering company  in  January  1967. 

Although  the  decision  to  stop  try- 
ing for  a  full  line  of  cars,  as  previous 
management  had  done,  was  financial- 
ly right  for  AMC's  limited  resources, 
it  took  them  out  of  the  Big  Three 
frying  pan  and  into  the  import  fire. 
Between  1969  and  1970  the  imports' 
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share  jumped  from  12%  to  15%.  During 
those  years,  AMC  was  treading  water. 
It  made  tiny  profits  in  1968  and 
1969,  took  a  big  pretax  loss  in  1970 
and  was  slightly  in  the  black  for  1971. 
During  these  years,  its  sales  climbed 
past  the  $l-billion  mark  and  kept  ris- 
ing, but,  basically,  AMC  was  trading 
dollars  with  its  customers. 

Then  came  devaluation.  "Between 
August  1971  and  the  desertion  of  the 
gold  redemption,"  says  Chapin,  "our 
Gremlin  was  selling  for  about  $150 
more  than  the  Volkswagen  Beetle.  To- 
day it  sells  for  $500  less,  and  in  the 
meantime  it's  gone  up  a  couple  of 
hundred  dollars  in  price."  That  was 
the  breakthrough  AMC  needed.  In 
1972  sales  rose  14%,  but  operating 
income  almost  doubled. 

Besides  product  and  pricing,  the 
third  change  at  AMC  has  been  in 
marketing  strategy.  "Before,  our  av- 
erage customer  age  was  48  or  some 
number  like  that,"  Chapin  says  with 
a  short  laugh.  "We  decided  to  move 
our  product  appeal  down  to  the  18- 
to-30-year-old  market  for  one  simple 
reason:  That's  where  all  the  fickle 
buyers  are.  Our  only  way  to  get  that 
bigger  share  of  the  industry  was  to 
take  it  way  from  someone  else."  To- 
day AMC's  customer  age  averages  35 
years,  the  lowest  in  the  industry. 

To  keep  interest  in  AMC  perking, 
Chapin  began  to  introduce  a  new  car 
every  six  months,  starting  with  the 
Hornet  in  September  1969.  Tooling  a 
new  model  usually  costs  any  of  the 
U.S.  automakers  between  $40  million 
and  $60  million.  AMC  didn't  have 
$100  million  or  so  to  spend  for  three 
years  running.  In  fact,  when  Chapin 
moved  into  the  third-floor  chairman's 
office  in  the  southwest  corner  of  the 
old  Kelvinator  building,  the  company 
had  $95  million  in  short-term  debt  and 
about  $20  million  in  cash,  about 
enough  for  two  weeks'  payroll.  That, 
and  ingenuity.  "We  made  the  Hornet 
so  we  could  take  things  out  of  it," 
Chapin  explains  in  his  pleasant  near- 
drawl.  "If  you  look  at  a  Gremlin,  from 
the  front  bumper  to  the  back  of  the 
front  door,  it's  the  standard  Hornet. 
From  there  on  back  it's  Gremlin.  For 
less  than  $6  million  we  made  a  sub- 
compact  out  of  a  compact." 

Once  Chapin  and  Luneburg  had  fig- 
ured out  how  AMC  could  afford  a 
subcompact,  they  were  determined 
to  be  the  first  domestic  manufacturer 
to  have  one  on  the  market.  "Some 
of  our  competitors  had  already  started 
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tooling  their  cars  when  we  finally 
locked  up  the  idea  of  doing  it,"  Cha- 
pin recalls.  "But  we  moved  fast 
enough  that  it  took  us  half  the  normal 
time.  From  concept  to  the  first  car  off 
the  assembly  line  took  less  than  a  year." 

Since  then  AMC  has  pulled  two  ad- 
ditional models,  the  Sportabout  and 
the  Hatchback,  off  the  Hornet  base. 
By  1975  it  may  bring  out  a  sporty, 
Wankel-powered  minicar  and  a  small 
truck,  both  on  a  Gremlin  base.  At 
the  top  of  the  AMC  line  the  Ambas- 
sador is  really  a  stretched  Matador. 
That  makes  eight  different  vehicles 
from  orJy  three  basic  models. 

Integration  of  the  product  line  has 
not  been  matched  by  integrated  pro- 
duction. AMC  is  still  basically  an  as- 
sembler, although  acquisitions  over  the 
past  three  years  have  added  over 
$50  million  worth  of  plastics  and  com- 
ponents business  and  reduced  depen- 
dence on  outside  suppliers. 

This  dependence  on  outside  sup- 
pliers both  helps  and  hurts.  It  partly 
accounts  for  AMC's  relatively  low 
profit  margins:  about  2.5%  net  on 
sales  for  the  fiscal  year  ended  Sept. 
30.  But  since,  in  effect,  AMC  is  using 
suppliers'  capital,  its  own  return  on 
equity  was  excellent:  17%,  about  as 
good  as   Ford's   and  nearly  twice   as 
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good  as  Chrysler's.  For  1974,  analyst 
Ronald  Glantz  of  Mitchell,  Hutchins 
predicts:  "They  could  earn  $3  a  share 
it  they  can  get  price  relief  and  com- 
ponents." At  $3,  AMC  could  be  earn- 
ing a  resounding  27%  on  equity. 

American  Motors  probably  breaks 
even  at  around  260,000  cars,  with  an 
incremental  profit  of  some  $700  per 
\chicle  after  that.  Domestic  car  pro- 
duction ran  around  380,000  in  1973, 
indicating  that  the  company  now  de- 
rives the  bulk  of  its  earnings  from 
passenger  vehicles.  Only  two  years 
ago,  in  1971,  car  production  was  bare- 
ly above  the  break-even  point.  In  that 
year,  one  small  division,  AM  General, 
kept  the  entire  company  in  the  black 
with  earnings  from  military  trucks  and 
other  government  vehicles.  Jeep,  ac- 
quired from  Kaiser  in  1970,  looked 
like  a  loser  until  1972,  but  Chapin 
never  doubted  that  he  had  made  the 
right  decision.  "Buying  Jeep  was  ex- 
actly what  we  needed  to  do,"  he  says. 
"It  put  us  in  the  recreational  vehicle 
market."  The  four-wheel  drive  market 
has  already  doubled  since  1969  and 
is  expected  to  double  again  by  1975. 

Better  Mousetraps 

Passenger  car  sales  have  undoubt- 
edly been  helped  by  the  Buyer  Pro- 
tection Plan.  "A  generation  ago  cars 
had  individuality,"  says  Robert  Lien- 
ert,  managing  editor  of  Automotive 
News.  "They  looked  different,  drove 
different.  Now  you  can  find  what  you 
want  anywhere,  so  it's  the  deal  that 
counts.  Brand  loyalty  doesn't  matter 
so  much.  Loyalty  is  to  the  $50  bill." 

Initiated  two  years  ago,  the  12- 
month  or  12,000-mile  warranty  covers 
all  repairs  except  for  oil  and  tire  re- 
placements. Industry  reactions  were 
skeptical  at  first.  Now,  Volkswagen 
has  an  identical  warranty  on  its  1974 
models,  while  Ford  promises  "No  Un- 
happy Owners."  To  meet  the  com- 
petition, American  Motors  has  started 
offering  a  second  year  for  only  $95. 

It  has  also  started  making  better 
cars.  In  February  1973  every  single 
AMC  passenger  car  was  recalled.  Con- 
trary to  Detroit's  policy  of  announc- 
ing such  recalls,  AMC  moved  quietly. 
Adverse  publicity  would  certainly  have 
been  ill-timed  after  the  warranty  an- 
noucement.  Since  then,  things  have 
improved.  Consumer  Reports  graded 
the  1973  Gremlin's  repair  record  "bet- 
ter than  average,"  placing  it  in  the 
same  category  as  VW  and  Toyota,  and 
above  all  other  foreign  and  domestic 
makes  except  Datsun.  Here,  AMC's 
small  size  and  centralized  production 
in  Kenosha,  Wis.  are  a  definite  ad- 
vantage. "It's  much  easier  for  AMC 
to  improve  the  quality  of  a  car  manu- 
factured at  orJy  two  plants,"  says  Ron 
Glantz,  "and  to  improve  the  service 


of  dealers  fearful  of  going  out  of  busi- 
ness. Many  buyers,  cynical  toward 
Big  Three  claims,  are  willing  to  ac- 
cept the  promises  of  an  underdog." 

Chapin  has  also  decided  that  "think 
small"  is  the  right  way  to  deal  with 
AMC's  long-standing  dealer  problem. 
This  is  a  switch  on  Detroit's  traditional 
"more-is-better"  policy.  The  number 
of  dealerships  has  been  cut  from  2,400 
in  1970  to  1,950  with  another  250 
to  be  eliminated  by  the  end  of  1977. 
"We  know  exactly  how  many  we  want 
and  where  they're  going  to  be  and 
how  much  it's  going  to  cost  us.  The 
key  is  selling  capability.  Two  years 
ago  we  had  two  dealers  selling  over 
1,000  cars.  Now  we  have  40  or  50." 
Since  1968  more  than  $80  million  has 
gone  into  new  showrooms,  new  pro- 
grams like  car-leasing  and  new  loca- 
tions. Chapin  plans  to  spend  another 
$200  million  on  dealer  improvements, 
plant  and  equipment  by  1975. 

The  miracle  is  that  AMC  can  even 
talk  about  this  kind  of  money.  Just 
five  years  ago  AMC  had  to  sell  off 
its  finance  company  and  Kelvinator  ap- 
pliance division  to  keep  the  automo- 
bile business  alive.  Now  all  of  the 
projected  capital  expenditures  through 
1975  will  come  out  of  cash  flow. 
AMC  ended  1972  with  $100  million 
in  cash  and  equivalent.  A  question  as 
to  whether  AMC  has  cash  enough 
throws  Chapin  into  a  brief  laughing 
fit.  "Only  $100  million!"  he  exclaims. 
"If  you  knew  all  the  years  we  op- 
erated on  15!"  If  any  back-up  financ- 
ing is  necessary,  AMC  and  its  subsid- 
iary, AM  General,  have  $59  million 
available  on  their  combined  credit 
line.  Even  if  a  recession  hurts  sales, 
no  additional  equity  or  long-term  fi- 
nancing will  be  needed  to  complete 
the  expansion  program. 

Chapin  isn't  predicting  any  drop  in 
sales.  He  predicts  a  7%  overall  decline 
for  the  industry,  to  1 1.1  million  ve- 
hicles, but  is  confident  about  AMC's 
particular  market.  "Up  till  now  there 
is  every  evidence  that  the  segments 
in  which  we  sell  will  be  as  great  or 
greater  than  last  year,"  he  says.  "Spe- 
cifically, sales  of  compacts  and  sub- 
compacts  should  go  from  5.5  million 
units  to  about  5.8  million.  The  loss 
will  come  out  of  the  standard  and 
medium  cars." 

What  with  auto  stocks  in  the  dog- 
house, AMC  has  reaped  few  rewards 
in  the  stock  market  for  its  dramatic 
improvements.  Around  9  recently,  the 
stock  sold  as  high  as  15  a  few  years 
ago  when  it  was  only  marginally 
profitable.  Chapin  has  one  consola- 
tion, however.  AMC  now  has  a  price/ 
earnings  ratio  of  five.  Humble  as  this 
is,  it's  better  than  Ford  or  Chrysler. 
General  Motors,  with  sales  of  $35  bil- 
lion, rates  a  P/  E  of  six,  ■ 


(Continued  from  page  28) 
Chrysler's  decline  in  1974  may  well 
be  considerably  greater  than  the  in- 
dustry's this  year— and  its  famous  lev- 
erage will  be  working  in  reverse.  The 
full  impact  of  the  worldwide  energy 
shortage  is  just  beginning  to  hit  home 
to  the  average  man.  When  it  does, 
when  gasoline  prices  begin  reflecting 
a  near  doubling  of  the  cost  of  import- 
ed oil  in  the  past  year,  the  trend  to 
smaller  cars  is  certainly  going  to  ac- 
celerate. Chrysler  will  suffer  for  lack 
of  a  subcompact— not  only  for  the  ac- 
tual sales  it  would  bring  but  as  an 
attraction  for  getting  prospects  into  its 
dealers'  salesrooms. 

Chrysler  has  made  it  quite  clear 
that  it  is  not  interested  in  the  Wan- 
kel  engine.  If  the  trend  toward  auto- 
motive lightness  leads  to  a  triumph 
for  the  Wankel,  here  too  Chrysler  will 
be  at  a  disadvantage.  True,  the  Wan- 
kel now  looks  like  a  real  long  shot. 
But  if  it  proves  a  success  in  GM's 
Vega,  Chrysler  will  find  itself  with 
yet  another  gap  in  its  line. 

LTD  at^d  VIP 

In  the  U.S.  between  1963  and  1970 
Townsend  spent  almost  $2  billion  on 
capital  expenditures  alone  to  ex- 
pand his  assembly  line  capacity  and 
match  Ford  virtually  model  for  mod- 
el. When  Ford  brought  out  the  flashy 
Mustang  in  1965,  Chrysler  followed 
with  the  Plymouth  Barracuda  and  la- 
ter the  Dodge  Challenger.  Then 
Chrysler  brought  out  its  VIP— Very 
Impressive  Plymouth— to  match  Ford's 
big  LTD.  But  the  trouble  was,  Chrys- 
ler's cars  were  more  "me-too"  rather 
than  better  than  Ford's.  Generally, 
they  were  thought  to  be  more  square 
than  Fords,  more  round  than  CM 
cars,  longer  than  both,  and,  whether 
true  or  not,  bigger  gas-guzzlers. 

In  at  least  one  way  Chrysler  did 
catch  and  pass  Ford.  By  1970  Ford 
had  88  models  in  its  showrooms; 
Chrysler  had  123.  But  in  market  share 
Chrysler  remained  a  consistent  distant 
third.  In  its  best  year,  1967,  Chrysler 
had  19%  of  the  U.S.  market,  vs.  Ford's 
22%  and  GM's  47%.  Then  in  1970 
both  Ford  and  GM  unveiled  their 
subcompacts.  Chrysler  had  a  proto- 
type, code  name  "25,"  but  it  was  nev- 
er built.  The  goal  of  playing  in  the 
Ford  and  GM  league  was  over. 
Chrysler  had  gotten  a  nasty  scare 
when  it  spurted  red  ink  in  the  1970 
recession.  The  big  spending  was  over. 
No  more  big  capital  outlays  for  a 
while.  And  no  subcompact.  Lacking 
a  viable  subcompact,  Chrysler  has  just 
barely  been  able  to  hold  its  16.5% 
share  of  the  U,S.  auto  market. 

In  the  days  when  management  was 
thinking  big,  Chrysler  had  also  tried 
to  catch  Ford  and  GM  overseas.   It 
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ports.  But  in  Great  Britain,  Townsend 
bought  Rootes  Motors,  a  company 
that  is  now  so  riddled  with  labor 
troubles  that  Chrysler  may  eventually 
be  forced  out  of  the  market  {see  box) . 

Chrysler  has  the  lowest  return  on 
equity  of  the  Big  Three.  In  the  past 
five  years  Chrysler's  return  on  stock- 
holders' equity  averaged  no  better 
than  5.9%,  compared  with  13.4%  for 
Ford  and  17.6%  for  CM.  Over  the 
years  Chrysler's  profit  on  each  car  it 
made  never  got  higher  than  $400. 
By  comparison,  Ford  is  currently  pick- 
ing up  close  to  $575  a  car,  CM  around 
$800  a  car. 

Chrysler  has  more  long-term  debt 
than  anyone  else  in  the  U.S.  auto  in- 
dustry.   For    every    dollar    of    equity 


Long  &  Short.  Chrysler  Chairman 
Lynn  Townsend  is  so  soid  on  big 
cars  that  his  compacts  have  a 
tendency  to  grow.  In  fact,  the 
"compact^'  Dodge  Dart  (center)  is 
1 98  inches  bumper  to  bumper,  the 
same  as  the  intermediate-sized  Dodge 
Challenger  (top).  By  comparison, 
the  compact  Ford  Maverick  measures 
only  187  inches  from  stem  to  stern. 
The  only  really  small  car  that  Chrysler 
makes  is  the  Hillman  Avenger  (bottom). 
But  because  the  Avenger  is  such  a 
hot  seller  in  Europe,  Chrysler  has 
been  unable  to  spare^any  for  ship- 
ment to  the  U.S.  since'  September. 


went  into  Europe,  South  America, 
South  Africa,  Mexico,  Australia  and 
Japan.  Previously,  it  had  virtually 
nothing.  The  investment  was  sizable: 
around  $350  million  plus  several  hun- 
dred million  dollars  in  additional  capi- 
tal expenditures,  and  losses  that  in 
Britain  alone  totaled  $50  million  in 
nine  years.  In  return  Chrysler  did  get 
a  sizable  chunk  of  the  U.S.  companies' 
share  of  the  auto  market  outside  the 
U.S.  and  Canada;  17%  vs.  38.6%  for 
Ford  and  36.8%  for  CM.  Last  year 
Chrysler  was  able  to  report  some  for- 
eign profits.  Chrysler's  sales  outside 
the  U.S.  and  Canada  came  to  $2.5 
billion.  On  these  it  earned  a  mere 
$29.6  million. 


What  happened  overseas  was  that 
Townsend  went  shopping  late  and 
had  to  settle  for  the  leftovers.  As  he 
now  explains  it:  "The  companies 
were  for  sale  for  one  reason  or  an- 
other. Some  needed  modern  facilities; 
others  had  inadequate  managements." 

In  France  Townsend  bought  Simca, 
a  weak  contender  against  the  Eu- 
ropean makers  as  well  as  Ford  and 
CM.  In  Spain  he  bought  Barreiros 
Diesel  SA.,  which  made  mostly  trucks 
and  diesel  engines  and  had  to  be 
nearly  rebuilt  before  it  could  produce 
automobiles.  In  the  end,  however, 
Barreiros  may  turn  out  to  be  a  good 
buy,  because  Spain's  auto  industry  is 
booming,  both  domestically  and  in  ex- 


Chrysler  has  37  cents  of  debt;  Ford 
has  19  cents  and  CM  a  mere  6  cents. 
In  October  Chrysler  had  to  take  on 
another  huge  slice  of  debt— this  time 
$200  million  to  help  finance  its  cur- 
rent activities  and  help  handle  repay- 
ments on  earlier  debt  that  will  total 
$240  million  over  the  next  two  years. 
Chrysler's  long-term  debt  is  now  $992 
million. 

Last  year  interest  costs  on  Chrys- 
ler's long-term  borrowings  totaled 
$54.3  million,  roughly  $1  a  share  pre- 
tax. With  a  noticeable  smile  of  relief, 
Townsend  says:  "Our  plan  now  is  to 
finance  whatever  we  want  to  do  out 
of  earnings." 

More  Bviofcwork 

Townsend,  now  older,  grayer  and 
more  cautious,  still  defends  the  old 
"catch  Ford"  policy.  Lighting  up  a 
cigarette,  he  says  in  matter-of-fact 
tones:  "I  was  young,  and  I  frankly 
felt  that  this  corporation  needed  a 
substantial  challenge  if  it  was  going 
to  regain  a  firm  position  in  the  in- 
dustry. And  when  you  are  in  a  horse 
race,  the  person  you  have  to  overtake 
is  the  person  just  ahead  of  you." 

But  what  is  Townsend  going  to  do 
now?  He  talks  about  Chrysler  doing 
"its  own  thing"  and  repeats  that  now- 
familiar   tune   of   utilizing    Chrysler's 
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"engineering  excellence."  Says  Town- 
send:  "I  really  like  what  I  have  today 
and  what  I  -see  happening.  We  are 
getting  more  and  more  recognition  in 
terms  of  the  engineering  advances  in 
our  automobiles.  I  think  we  are  get- 
ting recognition  of  having  cars  apart, 
cars  different,  the  best  cars.  I  enjoy 
being  the  only  one  with  electronic 
ignition,  and  by  the  time  the  others 
catch  up  with  electronic  ignition,  well 
have  something  else." 

But  is  electronic  ignition  the  re- 
sponse needed  for  today's  brand-new 
problems?  Townsend  has  (by  Detroit 
standards)  a  new  and  young  top-level 
management  team.  John  Riccardo,  49, 
an  accountant  like  Townsend  and  a 
longtime  Townsend  protege,  took 
over  the  day-to-day  operation  of  the 
company  in  1970.  Eugene  Cafiero, 
47,  an  engineer  who  has  a  head  for 
knowing  where  and  how  to  cut  pro- 
duction costs,  took  over  Riccardo's  old 
job  as  head  of  Chrysler's  North  Amer- 
ican operations.  But  this  team  has 
yet  to  address  itself  to  the  basic  ques- 
tion every  successful  company  must 
answer:  Who  and  what  are  we?  If  not 
a  full-line  producer,  then  what? 

Charting  a  Course 

Once  the  three  decide  where  they 
want  to  go,  what  do  they  have  to 
work  with?  Two  things,  chiefly:  cash 
and  a  strong  hold  on  the  older  com- 
pact-car market. 

Since  Chrysler's  brush  with  insol- 
vency during  the  money  crisis  of  1970, 
Townsend  and  Riccardo  have  been 
hoarding  cash.  Chrysler's  capital 
spending  has  actually  fallen  short  of 
its  cash  flow  from  depreciation.  Its 
dividends  have  been  modest.  The  com- 
pany came  out  of  1970  with  just  over 
$150  million  in  cash;  today  it  has 
$750  million  or  more.  This  liquidity 
will  come  in  handy,  but  orJy  if  put 
to  good  use.  This  year  it  did  come  in 
handy;  it  earned  for  Chrysler  about 
$40  million  in  interest,  75  cents  a 
share  before  taxes. 

As  a  pioneer  in  U.S.  compacts, 
Chrysler  grabbed  and  has  held  on  to 
the  biggest  single  piece  of  this  grow- 
ing market.  Its  Darts  and  Valiants 
in  the  first  ten  months  of  1973  had 
37.5%  of  a  1,344,872-car  compact 
market,  vs.  GM's  31.5%  and  Ford's 
22.4%  and  American  Motors'  8.6%. 
Compacts,  which  sell  largely  on  econ- 
omy, are  less  profitable  than  big  cars 
and  less  profitable  than  many  option- 
laden  subcompacts.  Chrysler  has  been 
strongest  precisely  where  the  profits 
are  smallest. 

Its  position  in  compacts  is  both  a 
strength  and  a  weakness  for  Chrysler. 
Strength  insofar  as  this  part  of  the 
market  is  likely  to  continue  growing. 
Weakness   insofar   as   it   is   going   to 


have  to  defend  itself  against  a  deter- 
mined push  from  its  two  big  rivals. 
In  the  past  CM  and  Ford  have  been 
lukewarm  about  the  compact  market, 
but  are  so  no  longer.  This  model  year 
Ford  added  a  luxury  car  to  its  com- 
pact line.  It  is  even  rumored  that  GM 
will  bring  out  a  compact  Cadillac. 

Chrysler's  ambivalence  about  car 
size  is  apparent  in  its  capital  spend- 
ing plans.  Last  year,  Chrysler's  prof- 
its suffered  because  it  had  to  go  to 
seven-day  overtime  to  keep  up  with 
demand  during  the  greatest  auto 
boom  in  history.  Now  that  it  is  in 
better  financial  shape,  Chrysler  is, 
therefore,  opening  the  purse  strings 
a  bit.  It  plans  to  spend  $850  million 
in  1973-74  for  plant  and  equipment. 
But  this  is  where  the  ambivalence 
shows:  Much  of  the  money  will  be 
spent  on  "swing"  plants,   that  is  as- 
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sembly  lines  th^t.ganjje  used  to  build 
either  small  or  big  cars,  depending 
on  which  way  the  -market  goes.  In 
short,  rather  than  bringing  out  all- 
new,  smaller  cars,  Chrysler  is  spend- 
ing on  capacity  to  produce  more  of 
what  it  already  has. 

Some  of  the  capital  dollars  will  go 
toward  increasing  Chrysler's  integra- 
tion. Unlike  Ford  and  GM,  Chrysler 
buys  many  of  its  key  components, 
<such  as  engine  castings.  This  results 
in  Chrysler  having  to  pay  its  supphers 
roughly  61  cents  of  its  sales  dollar, 
compared  with  57  cents  for  Ford  and 
47  cents  for  GM. 

In  furtherance  of  this  cost-cutting, 
Chrysler's  model  lines  have  been  re- 
duced in  number.  This  year  it  is  of- 
fering only  74  different  models.  Ford 
65  and  GM  147.  In  addition,  Cafiero 
has  launched  into  a  massive  simplifi- 


A  Change  Of  Pace:  Not  all  of  Chrysler's  troubles  are  self-made.  While 
the  corripany  was  go/ng  through  its  near-collapse  and  recovery  cycles 
during  the  past  decade,  the  United  Automobile  Workers  chose 
Ford  and  General  Motors  as  strike  targets.  This  year,  with  its 
balance  sheet  in  the  best  shape  ever,  Chrysler  became  the  target  of  a 
nationwide  UAW  strike,  the  company's  first  such  labor  trouble  since 
1 950.  The  strike  lasted  nine  days  and  cost  Chrysler  more  than  just 
a  new  contract  that  guaranteed  workers  a  3  %  hourly  wage  increase: 
Chrysler  lost  135,000  units  from  its  production  schedule.  That  helped  run 
the  company's  loss  to  34  cents  a  share  in  the  third  quarter,  and  eliminated 
any  hope  it  had  of  reporting  record  profits  to  match  its  record  volume. 
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cation  and  standardization  program 
aimed  at  cutting  costs  on  the  produc- 
tion line,  and  adding  capacity  with- 
out actually  expanding  facilities.  For 
the  most  part,  this  means  using  the 
same  parts,  say,  dashboard  instru- 
ments, in  all  models.  Cafiero  is  also 
teaching  Chrysler  how  to  get  double 
duty  out  of  its  stamping  mills. 

"To  make  the  new  foiu^-door  Val- 
iant this  year,  we  didn't  add  any  new 
stamping  capacity,"  he  explains.  "All 
we  did  was  put  tibe  Vahant  front  end 
on  the  Dodge  four-door  body  and 
put  the  Valiant  tail  hghts  on  the  back. 
Next  year  we're  going  to  eliminate  two 
whole  skins  and  nobody  is  going  to 
know  the  diflFerence." 

This,  of  course,  raises  a  very  basic 
question:  Why  didn't  Chrysler  do 
these  things  earher?  It  is  more  than 
likely  that  this  lack  of  standardiza- 

With  a  Spanish  Accent  - 

By  dint  of  big  spending  and  hard 
work,  Chrysler  has  carved  out  a  good 
chunk  of  the  European  market.  It 
hasn't  been  easy.  After  losing  nearly 
$50  million  over  nine  years  in  Brit- 
ain, Chrysler  this  year  finally  caught 
on  with  a  hot  Uttle  car  called  the 
Avenger.  The  success  was  partly 
spoiled,  however,  by  a  three-week 
strike  this  June,  which  cost  Chrysler 
production  it  badly  needed  to  capital- 
ize on  the  Avenger's  success. 

The  company,  it  seems,  had  the 
temerity  to  get  cross  with  some  Brit- 
ish workingmen  because  two-thirds 
of  the  cars  they  were  turning  out  at 
Chrysler's  Coventry  plant  one  day 
were  rejects.  This  became  known  in 
Britain  as  the  "shoddy  work  dispute" 
and  Chrysler  lost  it,  eventually  pay- 
ing men  for  work  not  done  and  pun- 
ishing nobody  for  work  done  poorly. 
Into  the  bargain,  Chrysler  came  in 
for  criticism  throughout  the  British 
press  for  its  "hard  line"  and  "undip- 
lomatic" attitude.  Later  came  a  strike 
of  156  electricians  who  balked  at  be- 
ing paid  the  same  wage  as  their  breth- 
ren on  the  assembly  line,  and  Chrysler 
Umped  along,  partially  closed  down, 
during  14 'weeks  from  August  to  early 
November.  Lost  were  a  potential  $100 
million  in  car  sales  and  Chrysler's 
hopes  for  a  good  profit  year  in  the 
U.K.  "Given  the  potential  of  volume 
out  of  that  company,  it  would  be 
nicely  profitable  for  us,"  says  Lynn 
Townsend,  adding  wearily,  'Taut  it 
can't  if  the)^  don't  want  to  build  cars 
for  us." 

Chrysler  is  not  alone  in  hav- 
ing labor  problems  in  Britain,  of 
course.  But  Britain's  labor  trou- 
bles are  not  Chrysler's  only  prob- 
lem   in    Europe.    As    with    Chrysler 


tion— coupled  with  a  shortage  of  ca- 
pacity in  the  hot-selling  compact  lines 
—contribute  heavily  to  Chrysler's  pro- 
duction problems  and  to  its  high  costs. 
How  else  can  Townsend  account  for 
a  profit  of  2  cents  on  the  sales  dol- 
lar in  a  boom  year?  Clearly  Gene 
Cafiero,  a  topnotch  production  man, 
has  his  work  cut  out  for  him. 

One  bright  spot  is  in  pickup 
trucks.  In  the  past  two  years  Chrys- 
ler has  increased  its  share  of  the  truck 
market  from  7.5.%  to  12%,  but  most  of 
that  gain  was  made  in  the  fast-grow- 
ing pickup  market.  In  this  market 
Chrysler  has  become  an  innovator  in- 
stead of  a  follower.  For  example,  two 
years  ago  it  brought  out  the  indus- 
try's first  stretched  cab  pickup,  called 
a  Club  Cab.  This  year  it  will  intro- 
duce the  industry's  first  low-cost, 
automatic  transmission,  medium-duty 


truck,  aimed  at  the  local  dehvery  mar- 
ket. Elsewhere  in  the  truck  market 
Chrysler  has  little  to  talk  about. 

It  wotdd  be  comforting  to  report 
that  Chrysler  management  is  aware 
that  the  game  is  changing  and  that 
it  has  the  situation  well  in  hand.  But 
remember  what  Lynn  Townsend  said 
at  the  begiiming  of  this  article:  Amer- 
icans won't  accept  small  cars;  the  big 
car  is  still  the  thing. 

Had  he  said  this  five  years  ago,  no 
one  would  have  been  surprised. 

But  he  said  it  in  November  1973 
when  it  was  already  becoming  clear 
to  the  American  people  that  gas-guz- 
zlers were  headed  off  the  roads  and 
into  the  Smithsonian  Institution.  Lynn 
Townsend  still  has  the  money  and 
time  to  avert  a  like  fate  for  Chrys- 
ler. But  he  does  not  have  an  infinite 
amount  of  either  time  or  money.  ■ 


everywhere,   the  problem   is   money. 

Chrysler's  total  debt  overseas  is 
$358.8  million  and  it  cannot  take 
on  more.  Nor  will  Detroit  send  it 
any  more  cash.  "We've  got  to  come 
up  with  the  money  ourselves.  I'm  on 
my  own,"  is  how  Gwain  H.  Gillespie 
puts  it.  Gillespie  is  a  42-year-old  for- 
mer accountant  (another  accountant 
at  the  top  for  Chrysler)  who  was 
named  this  year  to  head  all  of 
Chrysler's  operations  in  Europe.  He 
won  his  job  by  his  management  of 
Chrysler  France,  the  old  Simca  com- 
pany. Chrysler  France  has  made  mon- 
ey every  year  for  the  last  ten  years, 
in  the  past  two,  $20  million  each  year. 

With  half  a  million  cars  produced 
in  France,  a  capacity  to  produce 
335,000  in  Britain,  plus  some  60,000 
produced  at  present  in  Spain,  Chrys- 
ler has  7%  of  the  European  car  mar- 
ket, which  is  growing  by  6%  a  year. 
In  order  to  hold— to  say  nothing  of 
build— market  share,  it  stands  to  rea- 
son Chrysler  must  have  more  cars  for 
this  market.  But  where  is  it  going  to 
expand?  Answer:  Spain. 

Chrysler  went  into  Spain  in  1963, 
buying  40%  of  the  Barreiros  Diesel 
firm,  a  family-owned  business  that 
made  trucks  and  engines— and  was  los- 
ing market  share  even  in  the  small 
Spanish  market.  So  Chrysler  started 
expanding.  The  result  was  disastrous 
over-expansion,  bringing  on  years  of 
heavy  losses  (and  the  departure  of 
the  Barreiros  family  from  the  compa- 
ny, which  Chrysler  now  .owns  wholly, 
as  it  does  Simca  and  Rootes).  Chrys- 
ler now  has  ready  room  for  expansion 
of  car  production  in  Spain,  and  that 
is  where  Chrysler  plans  to  put  what 
money  it  has  available. 

For  the  next  few  years  Chrysler's 


European  cars  will  be  what  they  are 
now,  the  Avenger  from  Britain  and 
the  Simca  1100  from  France  and 
Spain.  Both  are  in  the  small-car  class 
in  Europe,  a  designation  above  mini 
and  below  medium.  It  is  the  tough 
price-competitive  but  high-volume 
end  of  the  car  market.  For  the  future 
Chrysler  will  be  introducing  another 
car,  a  Europewide  car,  into  roughly 
this  segment  of  the  market.  That  will 
take  a  major  expenditure,  but  with 
that  car  Chrysler  may  be  able  to  im- 
prove on  its  present  practice  of  going 
outside  to  buy  70%  of  the  value  of 
each  car  it  produces.  That's  no  way 
to  maximize  profit  in  a  tough  market. 
Back  in  Detroit,  it  is  Townsend's  and 
Riccardo's  fashion  to  point  out  that  in 
Europe  Chrysler  is  in  a  ratio  of  2-to- 
3  in  market  share  vis-d-vis  the  Ameri- 
can Big  Two.  "If  we  were  at  the  same 
ratio  here,  we  would  have  27%  to 
28%  of  the  market,"  says  John  Ric- 
cardo.  It's  a  nice  mental  exercise,  but 
Gillespie  knows  too  well  that  in  Eu- 
rope Chrysler  (and  Ford  and  GM) 
compete  on  the  home  grounds  of  com- 
panies like  Fiat,  Volkswagen,  Renault 
and  British  Leyland.  Moreover,  in  no 
country  does  Chiysler  have  a  domi- 
nant market  share.  All  the  other  com- 
panies have  one  place  in  which  they 
are  supreme,  including  Ford  and  GM, 
who  share  with  Volkswagen  domi- 
nance of  the  German  market.  Chrys- 
ler's best  is  Britain,  where  it  gets  about 
13%  with  the  help  of  Simca  imports, 
and  nms  third.  Says  genial  Gwain 
Gillespie  of  his  company's  broader- 
than-deep  position:  "I  look  upon  it  as 
a  plus.  It  gives  us  flexibility."  Well, 
that's  how  it  is  if  you're  Chrysler. 
You've  got  to  smile,  grit  your  teeth 
and  work  like  hell  to  make  it. 
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A  Chance  To  Show  'Em 


Passed  over  at  Indian  Head,  Bob  Lear  landed  the  top  job  at 
an  ailing  beer  company.  His  new  spot  is  no  sinecure. 


"When  you  don't  have  money,  and 
you  don't  have  any  borrowing  capac- 
ity because  you're  overextended,  and 
you  don't  have  any  equity  so  you 
can't  use  paper,  and  you  have  a  high 
market  share  so  that  any  joint  ven- 
tures would  cause  discussions  with 
Uncle  Samuel,  then  you  have  to  use 
creativity." 

Creativity  is  just  about  all  that  Rob- 
ert W.  Lear  has  going  for  him  right 
now.  Lear,  56,  became  president  of 
the  F&M  Schaefer  Corp.,  the  nation's 
sixth-largest  brewer,  a  year  ago.  Its 
beer  sales  had  flattened  out  and  se- 
vere price  competition  by  national 
brewers  had  put  Schaefer  $1  million 
in  the  red  before  an  extraordinary 
charge  in  1972. 

Lear  came  to  Schaefer  in  October 
1972  after  being  passed  over  for  the 
top  spot  at  Indian  Head,  the  con- 
glomerate. Schaefer  had  just  opened 
a  new  brewery  in  Allentown,  Pa.  Built 
at  a  cost  of  $47  million,  the  brewery 
had  a  capacity  of  1.1  million  barrels 
—a  huge  capital  investment  per  bar- 
rel of  capacity.  Its  capacity  could  be 
expanded  to  2.5  million  barrels  at  an 
additional  cost  of  only  $10  million, 
which  would  halve  the  per-barrel  in- 
vestment. The  only  trouble  was  that 
Schaefer  already  had  excess  capacity 
in  Allentown  and  in  three  older  brew- 
eries in  Albany  and  Brooklyn,  N.Y. 
and  Baltimore,  Md.  It  made  no  sense 
to  add  capacity  at  Allentown. 

So  Lear  made  a  deal.  Piels  Bros. 
Brewing  Co.  of  New  York  had  shut 
a  brewery  in  anticipation  of  the  com- 
pany's acquisition  by  rival  Rheingold. 
But  the  deal  fell  through  when  Rhein- 
gold was  acquired  by  PepsiCo.  So 
there  was  Piels  with  a  market,  but 
short  one  brewery  and  with  its  remain- 
ing brewery  small  and  obsolete. 

The  deal  is  that  Schaefer  will  pro- 
duce 500,000  barrels  this  year  for 
Piels,  and  more  later.  Lear  says 
Schaefer  will  make  good  money  on 
the  beer,  and  Piels  will  end  up  with 
lower  costs  than  before. 

Thus  in  one  swoop  Lear  got  the 
justification  for  expanding  his  mod- 
em, efficient  Allentown  brewery  and 
the  means  to  operate  it  at  close  to 
capacity.  All  he  had  left  to  do  was 
to  close  one  of  the  old  breweries.  He 
chose  the  1.5-million-barrel  Albany, 
N.Y.  brewery  which  had  the  largest 
assets.  Lear  took  the  write-oflf  as  a 
tax  carryback  instead  of  as  a  carry- 
forward. The  resulting  $9.8-million 
tax    refund    was    practically    enough 


to  finance  the  AUentown  expansion. 

For  the  moment,  Schaefer  is  short 
of  capacity,  but  the  period  of  flat-out 
summer  production  is  past.  When  the 
added  capacity  comes  on  stream  next 
July,  the  plant  can  easily  absorb  aU 
the  production  demands  Piels  may 
make.  Schaefer  may  even  look  for 
other  production  contracts. 

Why  didn't  Schaefer  take  over  Piels 
outright?  "We  don't  have  any  money," 
says  Lear  simply.  Nor  does  he  want 
any  trouble  with  the  Justice  Depart- 
ment of  the  kind  that  Falstaff  is  hav- 
ing over  its  acquisition  of  Narragan- 
sett.  "Among  the  things  I  don't  need 
right  now,"  says  Lear,  "is  my  execu- 
tives constantly  in  Washington,  peo- 
ple tramping  through  my  oflBce  con- 
fiscating my  files  and  zillions  of  dol- 
lars in  legal  fees.  I  need  that  like  a 
hole  in  the  head." 

Lear  is  very  careful  to  emphasize 
that  Piels  will  do  its  own  marketing 
and  continue  to  compete  with  Schae- 
fer. "I  don't  think  there  will  be  com- 
plications as  long  as  I'm  a  simple 
country  boy  with  a  production  con- 
tract," he  says.  Under  the  production 
contract,  Schaefer  does  have  a  five- 
year  option  to  acquire  Piels.  He  won't 
say  whether  he  will  or  won't,  but  he 
says  he  wiU  tread  very  carefully  and 
get  the  reaction  of  the  Justice  De- 
partment before  doing  anything. 

Getting  production  contracts  in- 
stead of  acquiring  companies  ("us- 
ing brains  instead  of  money,"  says 
Lear)  is  not  new  for  Schaefer.  In 
1971,  before  Lear  became  president, 
Schaefer  leased  Arnold  Bakers'  facil- 
ities from  the  investors  who  owned 
them  and  got  a  contract  to  make  Ar- 
nold baking  products.  As  with  Piels, 
Schaefer  has  an  option  to  acquire  Ar- 
nold within  seven  years. 

Lear  expects  Schaefer  to  be  profit- 
able in  1973,  although  it  lost  money 
in  the  first  quarter  and  will  lose  more 
in  the  fourth,  the  year's  two  slack 
quarters.  He  is  now  renegotiating  his 
staggering  long-term  debt— $107  mil- 
lion, vs.  equity  of  only  $49  million. 

Lear  himself  has  tremendous  in- 
centive to  turn  Schaefer  around. 
There  is  his  five-year,  $100,000-a- 
year  contract,  a  bonus  plan  and 
10,000  shares  of  stock  (purchased  at 
$1  a  share).  There  is  his  option  plan 
-25,000  shares  at  $11.69,  Schaefer's 
price  when  Lear  took  over.  Last  and, 
most  important,  he  probably  would 
love  to  show  Indian  Head  what  a 
good  man  they  lost.  ■ 


Betier  Yet.  By  making  a  confract 
deal  to  produce  beer  for  competitor 
Piels,  Schaefer  President  Bob 
Lear  came  off  better  than  if  he 
had  bought  Piels  outright— and 
without  taking  antitrust  risks. 
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f\{'oc.forcj  to  ma/st  goad  CQhdj  forapem^. 

More  lollipops  for  less.  Everything  automated.  Except  the  stick-shooting,  which  is  just  too  much  fun. 


We  take  Shawn  seriously.  Cutting  industrial 
production  costs  is  serious  business.  We  made  it 
our  business  back  when  nnodern  automation  was 
more  theory  than  practice.  Eaton  power  transmission 
systems  and  equipment  helped  it  all  happen  — 
mastering  the  use  and  control  of  motion  for  greater 
efficiency  in  manufacturing  operations. 

Tomorrow— before  Shawn  has  his  MBA- 
automation  will  be  an  essential  for  industrial  survival. 
But  the  battle  will  be  won,  and  Eaton  will  help  win  it. 


At  Eaton,  anticipating  change— aid heiping  it 
happen  through  innovation  is  the  big  idea.  We're 
diversified.  Global.  And  growing.  With  futures  in 
industrial  automation,  materials  handling,  trucking, 
security,  automotive,  construction,  leisure  and 
housing. 

Get  to  know  us  better.  Write  for  our  book, 
"Profile  for  Progress". 

Eaton  Corporation,  World  Headquarters, 
100  Erieview  Plaza,  Cleveland,  Ohio  44114. 
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International  Paper 
set  out  to  see  just  how  much 

muscle  it  could  build  ^ 
into  a  sanitary  meat  container 


Result:  Blok-Pakr  A  new,  fully  automated  meat  packaging  system 
that  helps  end  a  lot  of  headaches  for  packers  and  butchers. 


The  meat  packers  and  butchers 
of  America  had  a  problem.  Between 
the  packinghouse  and  the  butcher 
shop,  containers  of  red  meat  were 
taking  a  fierce  kicking  around.  They 
were  being  squashed,  ripped, 
soaked,  penetrated  by  bacteria,  and 
ravaged  by  pilferers.  Which  meant 
that  somebody  had  to  take  a  loss. 

The  chicken  came  first. 

International  Paper  set  out  to 
help  solve  the  problem.  After  all,  we 
had  developed  today's  leading 
poultry  container.  We  thought  we 
could  find  a  better  way  to  package 
red  meat,  too. 

Our  research  and  development 
led  to  more  than  just  a  better  corru- 
gated meat  container.  It  led  to  a  total 
packaging  system.  It  begins  with 
an  automated  container  assembly 
ma;chine  right  in  the  meat  packer's 
plant.  And  ends  by  lessening  a  lot  of 
the  meat  packer's  headaches. 


® 


For  example,  our  new  meat 
containers  are  so  strong  they  can  be 
stacked  higher  without  bulges, 
breaks  or  squashing.  So  meat  now 
can  be  shipped  and  stored  more 
efficiently.  Susceptibility  to  leaks, 
bacteria  and  pilferage  has  been 
substantially  reduced. 

Even  the  handholes  in  the 
box  are  different.  They  let  truckmen 
get  a  good  grip  on  the  box— without 
touching  the  meat  inside. 

The  response  so  far. 

There  has  been  quick  — and 
favorable  —  response  to  the  Blok-Pak 
system  from  beef  men.  For  example, 
Armour  and  Company  nas  committed 
its  Bloc-Redi  Beef  program  to  the 
Blok-Pak  system  for  its  Omaha  plant. 

Blok-Pak.  Another  example 
of  International  Paper's  innovative 
leadership  in  packaging,  paper, 
pulp,  building  materials  and 

non-woven  and  health  products. 


INTERNATIONAL    PAPER    COMPANY 

220  EAST  42ND  STREET  NEW  YORK    NEW  YORK  10017 


Front  Page  and  Bottom  Line 

Gannett  can  stick  to  the  small  towns. 
Knight  Newspapers  still  loves  those  big  cities. 


Don't  try  to  judge  a  newspaper's 
profitability  by  its  circulation  or  by 
the  size  of  its  city.  Take  Knight  News- 
papers, Inc.  Its  Miami  Herald  has  a 
circulation  of  just  400,000,  but  pro- 
duced $90  million  in  revenues  last 
year  and  an  operating  profit  estimat- 
ed at  $22  million.  Contrast  this  with 
Knight's  Detroit  Free  Press,  which  has 
50%  more  circulation,  but  a  third  less 
revenue  than  the  Herald,  and  showed 
an  operating  profit  last  year  of  only 
about  $6.5  million. 

How  then  do  you  figm^e  a  news- 
paper's profitability?  Being  in  a 
growth  city  helps.  This  is  one  reason 
why  The  Los  Angeles  Times  is  so 
much  more  profitable  than  The  New 
York  Times.  It  helps  explain  why 
Knight's  Miami  newspaper  is  a  gold 
mine  and  its  Detroit  paper  is  not. 

It  is  a  big  advantage  not  to  have 
unions.  Nonunion  help  is  not  neces- 
sarily cheaper  than  union  help,  but 
unions  usually  mean  featherbedding 
and  resistance  to  automation.  Knight's 
Miami  Herald  is  nonunion;  its  Detroit 
Free  Press  is  unionized. 

Knight's  problems  in  Detroit  have 
not  discouraged  the  company  about 
big-city  newspapering.  Its  16  papers 
include  some  smaller  ones,  but  al- 
most 80%  of  the  company's  $310-mil- 
lion  revenues  last  year  came  from  big- 
city  dailies  in  Miami,  Philadelphia 
and  Detroit.  On  that  intake  Knight 
showed  a  respectable  $20.8-million 
profit.  In  1969  the  company  gambled 


James  Knight 
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by  paying  Walter  Annenberg  (now 
U.S.  ambassador  to  Britain)  $55 
million  for  two  Philadelphia  papers, 
the  morning  Inquirer  and  the  after- 
noon tabloid  Daily  News.  Last  year 
the  pair  had  annual  revenues  of  over 
$90  million  on  a  combined  daily  cir- 
culation of  over  700,000. 

"Take  any  business  with  nearly 
$100  million  in  gross  income,"  says 
64-year-old  James  L.  Knight,  the  nuts- 
and-bolts  member  of  the  Knight 
brothers  pair  (editorial  chairman 
John,  79,  is  the  other  member),  "and 
you  ought  to  be  able  to  scoop  up  at 
least  a  dollar's  earnings  that  are  just 
falling  on  the  floor  around  the  cash 
register."  Yet  despite  close  attention 
to  the  area  around  the  register,  after 
three  years  Knight  hasn't  begun  to 
show  a  profit  in  Philadelphia.  In- 
stead, the  Philadelphia  papers  have 
cost  over  $15  million  for  new  presses 
—not  to  mention  2  to  3  cents  per 
share  in  quarterly  earnings  as  the  re- 
sult of  a  wildcat  strike  at  the  Inquirer 
one  Saturday  night  last  August. 

Off  on  an  entirely  different  tack, 
in  October  Knight  paid  $60  million 
for  five  small  southern  dailies  in  Ken- 
tucky, Georgia  and  Florida  that  made 
more  than  $2.8  million  last  year  on  a 
daily  circulation  of  about  176,000.  A 
retreat  from  the  big  city?  Not  so,  says 
Knight  President  Alvah  Chapman, 
a  third-generation  newspaperman 
whose  family  once  owned  the  Georgia 
papers  the  company  just  bought.  "I 
think  our  mixture  is  important,"  says 
Chapman,  who  runs  the  business  side 
of  Knight.  "You've  got  to  have  some 
significant  newspapers  to  attract  good 
people  and  provide  an  opportunity 
for  your  managers  and  editors.  Be- 
sides, you  don't  have  national  impact 
with  50  or  75  papers  all  alike." 

The  obvious  reference  was  to  Gan- 
nett Co.,  a  Rochester  (N.Y.) -based 
chain  whose  53  dailies  from  Guam 
to  New  Jersey  have  an  average  circu- 
lation of  45,000.  But  investors  like 
Gannett  enough  to  give  it  a  P/E  ratio 
of  24,  vs.  16  for  Knight  and  only 
seven  for  the  New  York  Times  Co. 

The  stock  market  is  sold  on  Gan- 
nett, because,  unlike  Knight,  it 
doesn't  have  major  problem  areas  like 
Detroit  and  Philadelphia.  In  both 
cities  Knight  has  strong  locally  owned 
competition,  and  in  both  of  them 
Knight's  morning  paper  has  fewer 
readers  than  its  afternoon  competitor. 
Gannett's  small  newspapers,  by  con- 
trast, are  mostly  monopoly  situations. 


Knight  still  believes  in  big-city 
newspapering,  however.  Both  in  De- 
troit and  Philadelphia  the  Knight  pa- 
pers are  building  circulation  and  in- 
creasing market  shares,  and  they 
have  scored  some  important  gains  on 
the  labor  front.  In  both  cities  photo- 
composition has  been  introduced, 
eliminating  costly  hot  type. 

Knight  is  well  off  for  newsprint— 
30%  of  total  costs— more  so  than  most 
newspapers  because  several  years  ago 
during  a  buyers'  market  it  went  for 
long-term  contracts  instead  of  press- 
ing for  a  short-term  price  advantage. 
"The  Knights,"  says  Chapman,  "have 
never  been  known  for  going  after  the 
quick  nickel." 

But  the  ultimate  reason  why  Knight 
will  stick  with  its  big-city  properties 
is  the  Knight  brothers  themselves, 
who  between  them  own  a  dominant 
48%  of  the  stock,  worth,  at  recent 
prices,  around  $175  million.  The 
Knights  view  the  big  cities  not  as 
problems  to  be  avoided,  but  as  op- 
portunities to  win  big— and  not  just  in 
money  terms:  Knight  is  already  a  big- 
tLme  chain  with  plenty  of  political 
muscle,  a  respected  Washington  bu- 
reau, some  flashy  newsbreaks  to  its 
credit  (including  the  news  of  Senator 
Thomas  Eagleton's  treatment  for  men- 
tal illness)  and  15  Pulitzer  prizes- 
more  than  any  other  newspaper  group 
except  The  New  York  Times. 

Jim  Knight's  eyes  positively  sparkle 
when  he  thinks  about  what  might 
happen  if  things  go  right  in  Detroit 
and  Philadelphia:  "It's  so  much  more 
fun,"  he  says,  "to  get  one  of  these  big 
ones  and  try  your  charm  and  your 
enterprise  and  see  if  you  can  make  it 
work.  I  sit  here  in  the  catbird  seat, 
and  I  love  it."  ■ 


John  Knight 
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A  major  statement  on  equipment 
leasing  from  Bankers  Trust. 


We  do  it. 


tanker 
Bankers  Trust 


If  you've  never  considered  us  for  equipment  leasing 
because  you've  never  realized  we  do  equipment  leas- 
ing, we'd  like  to  correct  that  misconception. 

During  the  last  few  years  we've  written 
over  $150  million  worth  of  leases. 
We've  leased  equipment  to  some  of 

the  largest  corporations  in  the  world.We've  leased 
equipment  to  some  of  the  smallest,  too. 

And  we've  leased  equipment  that  ranges 
from  something  as  little  as  an  industrial  knit- 
ting machine,  all  the  way  up  to  our  share  of 
wide-bodied  planes  and  super  tankers. 
We're  completely  prepared  to  structure  a 
leasing  proposal  for  you,  or  to  submit  a  bid. 
And  either  way,  you  can  get  a  firm  commitment. 
So  you  can  expect  no  surprises  from  us.  No 
unforeseen  changes  in  terms.  Or  lessor  funds  that  suddenly  disappear. 

Our  leasing  people  can  arrange  a  package  for  you  that  also  includes 
construction  financing. 

If  you're  in  the  market  for  an  equipment  lease,  why  don't  you 
get  in  touch  with  Arthur  J.  Bernstein?  Ydu  can  call  him  at  (212) 
692-2565.  Or,  write  him  at  280  Park  Avenue,  New'Vbrk,  N.Y.  10017. 
It  stands  to  reason  you  can't  contact  every  equipment  lessor 
whenever  you  lease  equipment. 
But  how  can  you  ignore  Bankers  Trust? 

\bu'll  find  equipment  leasing 
at  Bankers  Trust  D 


Fly  us 

to  California 


You  don't  have 
to  think  big 
to  lease  from  us 


Whatever  you 
need  knit, 
we'll  knit 


Member  Federal  Deposit  Insurance  Corporation       &  Bankers  Trust  Company 


The  computer  that  gives 
credit  where  it's  due. 


XEROX*  IS  a  trademark  o1  XEROX  CORPORATION 


There's  a  company  that  wants  to  purchase  some  of 
your  merchandise  on  credit.  They  want  it  delivered 
right  away.  And  you  want  to  deliver  it  right  away, 
but  you  need  to  verify  their  credit  standing.  So 
you  call  Dun  &  Bradstreet  to  get  the  necessary 
information.  And  you  get  what  you  need.  Now. 


That's  because  fast  credit  information  has  always 
been  a  D  &  B  service.  And  soon  it  will  be  even  faster. 
Dun  &  Bradstreet  has  selected  us  to  equip  them 
with  computers  for  one  of  the  world's  largest  data 
retrieval  systems.  The  main  purpose  is  to  provide 
instant  credit  information  for  people  like  you. 

When  it  comes  to  managing  credit  data  for  D  &  B 
or  managing  the  information  vital  to  your  business, 
Xerox  computers  can  help. 

XEROX 


Frank  Rooney's  Lament 


They  loved  his  Melville  Shoe  in  1972.  Why  not  in  '73? 


"Nothing  has  changed  around  here," 
says  Francis  (Frank)  Rooney  Jr.,  52, 
president  of  Melville  Shoe  Corp.  A 
strange  statement  that,  from  the  boss 
of  a  company  that  has  gone  in  just 
five  years  from  a  shoe  retailer  to  a 
specialty  merchandise  retailer. 

In  1968  Melville  netted  $16  mil- 
lion on  sales  of  $293  million  in  its 
Thom  McAn,  Miles  and  other  shoe 
chains.  This  year  it  will  do  better  than 
$700  million  and  net  over  $30  million. 
If  Melville's  return  on  equity  isn't 
quite  its  old  33%,  it  is  still  something 
to  brag  about  at  over  25%. 

All  in  all,  it  was  a  spectacular 
achievement.  Rooney  had  added  550 
specialty  stores  in  the  space  of  these 
four  years.  They  were  of  three  dif- 
ferent types:  Foxmoor  (teenage  girls' 
sportswear);  Chess  King  (teenage 
boys'    slacks)    and    CVS    (drugs    and 


cosmetics).  While  Rooney  was  doing 
this  with  one  hand,  with  the  other  he 
added  300  new  Meldisco  leased  shoe 
departments  to  the  300  already  op- 
erating in  Kresge's  K  marts. 

Chess  King  was  started  from 
scratch.  CVS  and  Foxmoor  were 
small  chains  that  Rooney  bought  and 
expanded.  In  the  process,  he  proved 
that  a  good  store  manager,  properly 
trained,  can  manage  just  about  any- 
thing. "We  can  take  a  fellow  who  has 
managed  a  Thom  McAn  store  and  put 
him  in  a  Chess  King  store,  maybe  in 
the  same  shopping  center,  and  he'll 
be  at  home  in  store  operation  and 
merchandising." 

In  fact,  Rooney  sees  no  mystery  in 
merchandising.  "The  main  thing,"  he 
says,  "is  central  warehousing  and  guys 
in  the  stores  who  can  keep  a  smile 
on  their  faces." 


So  confident  is  Rooney  of  his  "ware- 
housing-plus-a-smile"  techniques  that 
it  is  reported  he's  now  trying  new 
retailing  fields.  He  is  experimenting 
with  a  leisure-products  store  and 
sportswear  stores  for  young  men 
( Chess  King  is  for  teenagers ) . 

But  Rooney,  a  happy  man  when 
he  talks  about  Melville's  retailing  ac- 
complishments, turns  sad  when  he 
thinks  about  the  price  of  his  compa- 
ny's stock.  Last  year  it  sold  close  to 
40.  Recently  it  was  15.  This  in  spite 
of  the  fact  that  the  company  should 
earn  $1.35  this  year,  up  from  $1.18 
—Melville's  tenth  straight  annual  gain 
in  earnings.  Rooney  can't  quite  figure 
it  out.  Is  the  market  worried  that  a 
shoe  company  may  fall  on  its  face  in 
other  lines?  Is  it  worried  about  ex- 
pansion? If  so,  Rooney  says,  the  com- 
pany's record  should  be  reassuring. 

But  good  retailer  that  he  is,  Rooney 
should  recognize  that  the  stock  mar- 
ket isn't  very  difi^erent  from  the  shoe 
business:  No  matter  how  good  the 
merchandise  may  be,  if  the  public 
ain't  buying,  it  ain't  buying.  ■ 


''Stolen  Packages 


ft 


There'll  be  no  winners  in  the  growing  feud  between 
United  Parcel  Service  and  the  U.S.  Postal  Service 


Like  Foe's  "The  Purloined  Letter," 
which  could  not  be  found  because  it 
was  in  so  obvious  and  open  a  place. 
United  Parcel  Service  and  its  familiar 
brown  trucks  have  been  so  pervasive 
a  part  of  the  U.S.  business  scene  as 
to  be  almost  invisible. 

Invisible,  that  is,  to  almost  every- 
one except  its  one  serious  competitor: 
the  U.S.  Postal  Service. 

"They  have  some  strange  feeling 
that  they  have  a  right  to  all  the  pack- 
ages," complains  Vice  President 
Charles  W.L.  Foreman,  60,  who  reluc- 
tantly acts  as  UPS'  spokesman.  "They 
act  as  if  we've  stolen  their  packages." 

That's  because  the  Postal  Service 
is  green  with  envy.  Where  the  parcel 
post  loses  a  mint  delivering  packages, 
UPS  has  been  making  it  big  as  a 
common  carrier— which  means  it  will 
carry  parcels  for  anyone,  although  it 
does  most  of  its  business  with  compa- 
nies that  ship  to  wholesale  or  retail 
customers,  branches  and  the  like. 

Last  year  UPS  took  in  revenues  of 
over  $1  billion,  up  from  $367  million 
just  five  years  ago,  a  23%  average 
annual  growth.  On  this  it  made 
$77.5  million  for  a  35%  yearly  earn- 
ings growth  and  a  handsome  35%  re- 
turn on  equity.  And  that's  without 
help  from  the  magic  of  capital  lev- 


erage:    UPS    has    no    funded    debt. 

UPS  is  "skimming  the  cream"  off 
the  parcel  post  business,  complains 
the  U.S.  Postal  Service. 

Which  is  quite  correct,  of  course. 
UPS  does  not  accept  any  parcel  above 
a  certain  weight  (50  pounds)  and 
bulk,  nor  will  it  take  refrigerated 
items  or  live  animals.  This,  of  course, 
maximizes  automation  possibilities  and 
minimizes  handling  delays.  Result: 
UPS  typically  transfers  its  parcels  di- 
rect from  the  truck  collecting  them 
to  the  truck  delivering  them  without 
keeping  them  overnight  on  some  ware- 
house floor,  or  subjecting  them  to  the 
costly  extra  handlings  that  are  the 
bane  of  all  shipping  operations. 

UPS'  faster  delivery  time  brings  in 
steady  business  from  customers, 
whose  packing  practices  are  standard 
and  whose  shipping  patterns  are 
known.  This  helps  UPS  schedule  its 
collections  and  deliveries  eflRciently. 

And  UPS  keeps  productivity  up  and 
labor  problems  down  by  an  even  sim- 
pler device.  Its  owners  {see  box)  are 
its  supei'visory  and  managerial  em- 
ployees and  executives  (plus  former 
employees  and  their  estates).  This 
produces  a  single-minded  pursuit  of 
efficiency  that  is  saluted  even  by  the 
unions    that   resent    UPS'   hard-nosed 


D       U^S^MAIL 

*  •  K^ 

"Don't  give  if  to  us,  give  it  to  UPS," 
say  signs  outside  post  offices  during 
the  Christmas  mail  crunch.  But  the 
rest  of  the  year  the  U.S.  Postal 
Service  stoutly  opposes  UPS 
expansion.  Which  leads  UPS  to  charge 
that  the  Postal  Service  is  subsidizing 
its  parcel-post  rates  with  its 
monopoly  in  first-class  mail. 
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New  Arrival.  Since  7  969,  when  Melville's  Frank  Rooney 
bought  CVS,  it  has  vaulted  up  among  the  U.S.'  top  dozen 


or  so  drug  chains.  Like  other  drug  chains,  CVS  is  making 
huge  sales  gains  by  knocking  off  mom-and-pop  druggists. 


bargaining  stance.  And  most  advance- 
ment is  internal.  UPS  does  bring 
some  people  in  from  the  outside,  but 
it  likes  to  bring  them  in  early,  be- 
fore the  world  has  had  a  chance  to 
taint  them. 

The  fact  remains,  however,  that 
UPS'  rapid  growth  in  the  past  five 
years  is  only  partly  due  to  a  growing 
economy  and  eflBcient  business  prac- 
tices. More  important,  it  is  due  to 
geographic  expansion;  service  in  some 
20  states  has  been  added  since  1965.  . 
Today  UPS  picks  up  and  delivers 
anywhere  in  43  states  and  parts  of 
three  others.  The  only  continental 
U.S.  states  in  which  it  does  not  op- 
erate are  Utah  and  Montana— and 
that's  not  for  lack  of  trying. 

A  Privately  Public  Company 

UPS  HAS  almost  42  million  shares  out- 
standing, .but  virtually  all  are  held 
by  some  $,700  supervisors  and  execu- 
tives and  their  families  (plus  a  few 
former  employees  or  their  heirs).  In 
the  main  they  were  given  the  stock. 
Shares  are  distributed  each  year,  usu- 
ally in  the  amount  of  15%  of  pretax 
profits,  to  supervisory  and  higher  em- 
ployees. Which  employees  get  it  de- 
pends in  turn  on  the  recommendations 
of  their  supervisors.  Stock  awards  are 
proportionate  to  salary,  but  higher 
supervisors  get  twice  the  amoimt  of 
stock  per  salary  dollar. 

An  employee  who  gets  stock  may 
sell  it  back  to  the  company,  to  other 


Since  1971  UPS  has  had  an  appli- 
cation pending  before  the  Interstate 
Commerce  Commission  for  the  right 
to  operate  in  all  48  contiguous  states. 
But  it  has  run  into  a  brick  wall  called 
the  U.S.  Postal  Service,  which  op- 
poses any  further  UPS  expansion. 

"We  don't  expect  to  enjoy  the  ter- 
ritorial expansion  we  have  experi- 
enced in  past  years,"  concedes  Kent 
Nelson,  UPS'  national  customer-ser- 
vice manager.  In  an  attempt  to  main- 
tain UPS  momentum,  the  company  is 
now  launching  the  first  nationwide 
sales  campaign  in  its  66-year  history. 

The  ace  up  UPS'  sleeve  is  its  Blue 
Label  air  parcel  operation  between 
28  eastern  and  midwestem  states  and 
three  on  the  West  Coast.  Last  year  it 


accounted  for  some  $40  million  of 
revenues,  and  could  well  grow  several- 
fold  in  the  next  five  years. 

Trouble  is,  once  again  UPS'  main 
competitor  in  air  parcels  is  the  U.S. 
Postal  Service. 

Ironically,  UPS  ought  to  be  de- 
lighted that  it  has  such  competition. 
Already  it  is  nearly  as  big  as  the  parcel 
post.  Last  year  it  carried  712  million 
packages,  vs.  about  1  biUion  for  the 
Postal  Service.  At  the  rate  it  has  been 
growing,  UPS  will  pass  the  Postal 
Service's  volume  in  a  few  years.  Ques- 
tion: What  happens  then?  At  that 
point,  its  problems  may  be  less  eco- 
nomic than  political:  Would  UPS  like 
to  take  over  the  parcel  post— the 
skimmed  milk  as  well  as  the  cream?  ■ 


employees  or,  theoretically,  to  out- 
siders. But  if  it  is  going  to  be  sold 
the  company  has  the  right  of  first  re- 
fusal. (The  net  result  is  that  almost 
no  stock  is  held  by  the  general  pub- 
lic. )  Shares  sold  badk  to  the  company 
are  then  offered  to  other  employees 
at  the  "oflBcial"  price— in  effect,  book 
value  adjusted  for  future  prospects— 
which  the  board  of  directors  sets  four 
times  a  year  with  the  advice  of  First 
National  City  Bank  and  Scudder 
Stevens  &  Clark.  And  that  price  has 
gone  steadily  up,  from  $3.62  five  years 
ago  to  $16. 

When  a  stockholding  employee  re- 
tires or  dies,  his  stock  must  be  sold 


back  to  the  company  at  the  then  cur- 
rent price.  But  'f  he  has  over  500 
shares,  it  may  be  sold  over  ten  years 
to  minimize  capital  gains  taxes. 

This  stock  scheme  has  not  only 
kept  UPS  supervisors  and  executives 
highly  motivated;  it  can  also  make 
many  of  them  rich.  In  the  last  five 
years  nearly  $40  million  worth  of 
stock  has  been  divided  among  eligible 
UPS  employees,  5,629  last  year  (9.6% 
of  total  employees).  The  11  members 
of  UPS'  largely  inside  board  hold 
shares  worth  some  $50  million;  about 
half  are  owned  by  founder  James 
E.  Casey,  now  84,  who  started  the 
company  in  Seattle  back  in  1907. 
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Governor  Thomas  J.  Meskill 

Connecticut 
puts  it  all 
together! 

Connecticut  knows  about  cor- 
porate success.  It  runs  in  the 
family.  Connecticut's  growing 
corporate  family,  that  is.  Since 
1970,  it's  had  some  30  new 
members.  People  like  G.E., 
GT&E,  Xerox,  Olin  and  Uni- 
royal.  They're  people  who 
know  a  good  thing  when  they 
see  it.  People  who  make  the 
right  choices.  People  who 
know  ail  about  winning. 

Why  Connecticut?  Simple.  It's 
near  enough  to  New  York  City 
for  those  who  wish  to  be.  Far 
enough  away  to  be  another 
world.  Bright,  clean,  roomy 
New  England.  Its  living  quali- 
ties are  superb,  and  there's 
absolutely  no  state  or  local 
personal  income  tax.  Put  an- 
other way:  Connecticut's  a 
beautiful  state  that  does  beau- 
tiful business. 

Let  Connecticut  count  the 
ways.  Tell  you  about  business 
tax  reductions,  revenue  bond 
financing  and  other  good 
things  that  stem  from  good, 
creative  government.  You'll 
see  for  yourself:  Connecticut 
knows  what  success  is  all 
about.  Your  success  and  its 
success. 

Governor 

Contact,  in  confidence 

RICHARD  M.  STEWART, 

Connmissioner 

CONNECTICUT 
DEPARTMENT  OF  COMMERCE 

Room  104,  210  Washington  St., 
Hartford,  Conn.  06106 

Tel:  (203)  566-3786 


St  Joe  Steps  Out 


St.  Joe  Minerals  was  fat  and  happy  at  home, 
but  it  had  nowhere  to  go. 


Why  is  St.  Joe  Minerals  leaving  its 
safe  and  profitable  haven  in  the  U.S. 
and  venturing  into  the  politically  risky 
business  of  developing  raw  materials 
overseas? 

President  John  Duncan  is  ready 
with  the  answer: 

"What  you  must  remember  is  that 
we  are  not  at  all  like  Cerro,  or  W.R. 
Grace  when  it  had  100%  of  its  earn- 
ings in  South  America.  If  we  were,  I 
would  be  running  for  the  door.  Our 
basic  earnings  are  still  domestic. 
That's  our  strength." 

It's  St.  Joe's  weakness  as  well.  In 
the  mid-  to  late-Sixties,  the  compa- 
ny doubled  sales  to  $179  million,  but 
quadrupled  earnings  to  $37.5  million 
in  1969.  Last  year  it  earned  $24.8 
million  on  $205-million  sales. 

The  basic  reason  for  the  change  is 
that  the  U.S.  is  no  longer  the  treasme 
trove  it  once  was.  Most  rich  deposits 
now  are  overseas.  Lead  and  zinc, 
moreover,  have  been  highly  cyclical. 
Right  now  St.  Joe  is  doing  very  well. 
Its  modern  mines  in  southeastern  Mis- 
souri and  upstate  New  York  supply 
30%  to  40%  of  U.S. -produced  lead  and 
zinc.  In  spite  of  the  volatility  of  lead 
and  zinc  prices,  St.  Joe  has  made 
profits.  This  year  alone  its  cash  flow 
should  exceed  $40  million.  Its  balance 
sheet  is  strong,  its  debt  light. 

But  to  grow,  Duncan  feels,  St.  Joe 
must  go  foreign.  St.  Joe's  board  re- 
cruited Duncan  in  1970  from  W.R. 
Grace,  where  he  had  run  Latin  Amer- 
ican operations  for  12  years.  He  be- 
came president  in  1970. 

In  these  three  years  Jack  Duncan 
has  already  put  St.  Joe  into  oil  and 
gas  exploration  in  western  Canada 
and  the  North  Sea;  plans  to  dredge 
for  diamonds  in  Brazil,  and  has  tried 
to  get  into  copper  in  Australia  and 
Argentina.  "We  have  no  alternative," 
he  says,  "to  becoming  a  worldwide 
basic  raw  materials  operation." 

In  the  U.S.,  Duncan  argues,  St. 
Joe  has  gone  about  as  far  as  it  can. 
Its  lead  deposits  are  good  for  at 
least  40  years,  and  it  is  already  the 
industry's  lowest-cost  producer.  In 
zinc,  St.  Joe's  position,  in  terms  of  re- 
sources, is  less  commanding,  but  the 
zinc  industry  faces  environmental  and 
regulatory  problems  so  severe  that 
Duncan  is  not  pushing  hard  for  zinc 
within  the  U.S.  The  zinc  business  is 
growing  at  5%  to  6%  a  year,  and  lead— 
despite  the  possible  loss  of  its  gaso- 
line market— at  2%  to  3%;  so  though 
you  wouldn't  want  to  get  out  of  them, 


Duncan  of  St.  Joe 

you  wouldn't  necessarily  want  to  get 
in  any  deeper,  either. 

At  first  Duncan  did  not  limit  his 
expansion  search  to  foreign  areas. 
"We  looked  all  over  the  U.S.  for  a 
copper  company,"  he  says,  "but  we 
couldn't  get  anything.  We  wanted 
uranium,  too."  St.  Joe  finally  did  turn 
up  a  coal  company  in  September— an 
Appalachian  producer  of  utility  and 
metallurgical  coals.  But  St.  Joe  is  after 
far  bigger  deals. 

Overseas  is  where  the  big  ones  are. 
The  problems,  too.  St.  Joe's  Canadian 
company,  CanDel  Oil,  is  under  pres- 
sure from  the  Canadian  government, 
and  plans  to  sell  shares  to  the  Ca- 
nadian public.  In  Australia,  where 
St.  Joe  has  so  far  spent  $2  million  on 
a  50-50  deal  with  Phelps  Dodge  to 
develop  a  $35-million  copper  prop- 
erty, it  has  run  into  problems  getting 
a  license  from  Australia's  new  social- 
ist government.  In  Argentina,  where  it 
has  been  sitting  on  a  copper  find  for 
six  years,  it  can't  do  anything  until  the 
Per6n  government    shakes   down. 

By  1976  Duncan  says  25%  of  St. 
Joe's  earnings  could  be  coming  from 
oil  and  gas.  From  its  other  ventures? 
Maybe  nothing,  he  says;  any  invest- 
ment in  mining  can  be  a  risky  busi- 
ness—politically and  economically. 

But  then,  to  men  like  Jack  Duncan, 
intelligent  risk-taking  is  what  busi- 
ness is  all  about.   ■ 
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The  Numbers  Game 


Apples  &  Oranges  &  Oil 

Regarding  the  energy  crisis,  only  one  thing  is  perfectly 
clear:  It  is  that  the  oil  companies  are  going  to  have  to 
spend  more  money  and  work  harder  at  finding  oil  in  hard- 
to-find  places.  They  are  going  to  have  to  spend  billions. 
How  they  spend  it  and  how  successfully  is  going  to  de- 
termine their  profitability  for  years  to  come. 

And  it  is  going  to  become  harder  and  harder  to  compare 
one  company's  earnings  with  another's— especially  Texaco's 
with  those  of  the  rest  of  the  industry. 

The  highly  regarded  newsletter.  Petroleum  Outlook, 
published  by  John  S.  Herold,  Inc.,  recently  suggested  that 
Texaco  was  inflating  its  earnings.  It  pointed  out  that 
Texaco's  depreciation  came  to  only  7%  of  its  net  property 
account,  while  Gulf's  came  to  13.4%  and  Exxon's  to  11.4%. 
The  implication  was  that  Texaco  was  underdepreciating 
and  thus  overstating  earnings.  If  Gulf  depreciated  at  7%, 
for  example,  its  earnings  would  rise  by  almost  80%. 

If  this  is  true  for  recent  years,  how  much  worse  would  it 
be  in  future  years  if  drilling  costs  went  up? 

We  checked.  The  newsletter's  numbers  came  out  right. 
Here  seemed  to  be  a  simple,  cynical  explanation  for  Tex- 
aco's apparently  superior  profitability;  it  was  all  a  statistical 
illusion. 

But  having  learned  through  painful  experience  that 
nothing  to  do  with  accounting  is  simple  (at  least,  not 
that  simple) ,  we  decided  to  call  around. 

Sure  enough,  it  wasn't  that  simple.  "Petroleum  Outlook 
is  comparing  apples  and  oranges,"  said  Randal  B.  Mc- 
Donald, an  Arthur  Andersen  partner  and  the  accounting 
company's  expert  in  oil  industry  accounting.  Texaco's  num- 
bers, he  said,  could  not  be  compared  with  those  of  the 
other  international  oil  companies. 

Could  not  be  compared?  Weren't  they  all  producing  oil, 
gas  and  petrochemicals?  Yes,  they  were.  Why,  then,  we 
asked,  couldn't  they  be  compared?  Well,  said  McDonald, 
Texaco  has  different  accounting  policies  than  the  others. 

The  key  to  the  whole  thing  was  this^  Alone  among  in- 


"1  think  I  could  piece  it  together, 
but  the  normal  CPA  and  the 

normal  financial  analyst  would  not 
have  a  ghost  of  a  chance." 

—Arthur  Andersen's  Randal  McDonald. 


temationai  oil  companies,  Texaco  is  on  the  full-cost  method 
of  accounting.  That  is,  Texaco  capitalizes  all  costs  of  ex- 
ploration except  the  costs  of  unsuccessful  efforts  in  the  U.S. 
The  others  capitalize  only  those  that  result  directly  in  the 
finding  of  oil  and  gas  reserves.  (The  latter  approach  is 
known  as  the  "successful  effort"  method  of  accounting.) 
Texaco's  method  results  in  the  deferral  of  costs  associated 
with  unsuccessful  exploration   (Numbers  Game,  Aug.  i). 

Texaco's  argument  is  that  nonproductive  operations  are 
a  neccesary  and  inevitable  part  of  the  overall  effort  to 
find  reserves.  The  cost  of  Mnsuccessful  efforts,  then,  should 
also  be  amortized  over  the  life  of  any  reserves  discovered. 

Petroleum  Outlook  was  comparing  apples  and  oranges, 
said  McDonald,  because  it  was  trying  to  compare  a  com- 


pany that  capitalized  certain  costs  with  a  company  that 
didn't.  There  were  three  reasons  why  Texaco's  deprecia- 
tion rate  might  be  lower  than  those  of  the  other  internation- 
als, said  McDonald,  who  supports  the  Texaco  method. 
First,  because  Texaco  was  capitalizing  more,  its  asset  base 
was  comparatively  larger,  so  that  the  depreciation  as  a 
percentage  of  that  base  would  likely  be  smaller.  Second, 
the  mix  of  properties  in  the  net  property  account  would 
vary  from  company  to  company.  "A  tanker  might  have  a 
shorter  life  than  a  refinery,  for  example,"  says  McDon- 
ald. "If  they  had  different  lives  they  would  have  to  be 
depreciated  at  different  rates."  Third,  and  perhaps  most 
important,  different  companies  use  up  different  percent- 
ages of  their  reserves  each  year.  "It  could  be  that  Texaco 
is  in  a  hell  of  a  lot  better  resei've  position  than  any  of  the 
other  oil  companies,"  says  McDonald.  If  it  were,  it  would 


"It's  unfair  to  the  investor 
to  expect  him  to  make  an 
investment  decision  when  he 

can't  compare  oil  companies." 
—Arthur  Young's  Stanley  Porter. 


write  off  a  smaller  percentage  of  the  capitalized  costs 
each  year,  since  it  would  be  burning  up  its  resei'ves 
more  slowly. 

To  McDonald's  three  reasons  was  added  another.  Stanley 
Porter,  the  oil  industry  expert  for  the  accounting  firm  of 
Arthur  Young  &  Co.,  is  against  the  Texaco  method  but 
he  agrees  about  apples  and  oranges.  To  compare  Texaco 
with  the  others.  Porter  says.  Petroleum  Outlook  would 
have  had  to  know  how  much  Texaco  spent  on  unsuccess- 
ful efforts,  what  taxes  it  was  deferring  and  at  what 
rates,  what  its  amortization  rates  were  and  so  on.  Such 
information  is  not  disclosed.  "I  don't  know  if  Texaco  is 
benefiting  or  not,"  says  Porter.  "There  isn't  enough  infor- 
mation to  compare  full-costing  companies  with  success- 
ful-effort companies.  There  would  have  to  be  considerable 
disclosure  that  is  not  present  now." 

Porter  and  McDonald,  on  opposite  sides  of  the  ac- 
counting fence,  were  saying  the  same  thing:  There  are 
two  diametrically  different  accounting  policies  in  the  same 
industry.  Two  policies  so  different  that  not  even  ac- 
knowledged industry  experts  like  Petroleum  Outlook  could 
make  valid  comparisons  between  companies.  We  couldn't 
believe  it,  so  we  decided  to  ask  one  more  expert,  John  P. 
Klingstedt  of  the  University  of  Oklahoma,  associate  pro- 
fessor of  accounting  who  specializes  in  the  oil  industry. 
He  confirmed  that  Texaco  was  counting  apples  while 
its  rivals  counted  oranges:  "Texaco's  methodology  makes 
it  impossible  to  make  meaningful  comparisons  with  the 
others.  The  accounting  profession  and  the  Securities  & 
Exchange  Commission  have  allowed  alternative  account- 
ing practices  to  exist  for  essentially  the  same  transaction." 

But  don't  jump  to  the  conclusion  that  Texaco  is  neces- 
sarily concealing  anything.  To  be  sure,  its  accounting 
method  is  useful  to  newer  companies.  It  enables  them  to 
show  profits  early  in  the  game  instead  of  having  a  steady 
stream  of  losses. 

Texaco's  comptroller,  William  R.  Love,  says  of  its  ac- 
counting method:  "The  effect  [on  earnings]  is  not  material." 
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What  has  Sheraton 
done  for  you  lately? 


Sheraton's  opening  lots 

of  exciting  new  spectacular 

hotels  and  motor  inns 

all  over  the  world. 

Sheraton  has  some  great  new  travel  ideas, 

too — like  new  saunas,  new  recreation 

facilities,  new  three-day  holiday 

>  •  weekend  packages,  exciting  new 

^  ^  bars  and  lounges  and 

fabulous  new  restaurants. 


Right  now  there  are  more  than 

290  Sheraton  Hotels  and 

Motor  Inns  around  the  world. 

For  a  reservation  at 
any  one  just  call: 

800-325-3535. 

Or  have  your  travel  agent 
call  for  you. 


Sheraton  Hotels  &  Motor  Inns 


A  WORLDWIDE  SERVICE  OF  ITT 


A  Gift  never  forgotten 


THE  BIRTH  NAME  RING 

Designed  especially  for  baby  or  child— 
the  perfect  personal  and  business  gift. 

Exquisitely  custom-created  in  14  Karat 
solid  yellow  gold  with  name  or  initials 
and  birthstone  $14.00  ($21.50  with 
diamond).  Includes  tasteful  velvet 
display  and  shadow  frame. 

State  birth  month  and  age  of  child 
(5  yrs.  max.)  Print  first  name  or 
initials  to  appear  on  ring. 
(Seven  letters  or  less  look  best) 

Each  ring  individually  made 
and  fully  guaranteed. 

Just  send  check  or  money  order  to: 

The  Family  Jeweler 
Postal  Drawer  1826 
Austin,  Texas  78767 

Please  allow  two  weeks 
to  cut  die  and  manufacture. 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.  S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  .  .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
'LOAN  LINE" 

(800)527-0301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 


The  Numbers  Game 


He  won't  get  more  precise  than  that, 
but  in  effect  he  is  saying  Texaco  is 
keeping  honest  books,  but  is  keeping 
them  differently  from  its  peers. 

The  situation  gets  more  comphcated 
as  you  go  deeper  into  it.  Texaco 
points  out,  for  example,  that  it  han- 
dles taxes  in  such  a  way  as  to  large- 
ly counterbalance  any  advantages 
gained  from  its  accounting  for  dry 
holes.  Also,  Texaco 's  accounting  is,  in 
fact,  hybrid:  It  does  expense  dry 
holes  incurred  in  drilling  in  the  U.S.; 
it  capitalizes  dry  holes  only  in  over- 
seas drilling. 

Some  smaller  companies,  by  con- 
trast, capitalize  all  dry  holes.  Then 
there  is  the  problem  of  geological  and 
geophysical  studies.  Some  oil  compa- 
nies using  the  successful-effort  meth- 
od capitalize  those  geological  and 
geophysical  studies  associated  with 
successful  efforts  for  book  purposes; 
others  expense  them.  "There  is  lit- 
erally no  standardization  at  all  in  this 
industry,"  says  Arthur  Andersen's 
Randal  McDonald.  "There  are  not 
two  companies  that  follow  exactly  the 
same  accounting  policies." 

The  SEC  tried  to  straighten  the 
situation  out  last  December.  It  sug- 
gested that  companies  using  the  Tex- 
aco method  be  required  to  show  what 
their  earnings  would  have  been  had 
they  used  the  more  standard  method. 
But  the  oil  industry  raised  such  a  fuss 
that  the  SEC  backed  down.  It  now 
proposes  to  issue  a  release  requiring 
some  degree  of  greater  disclosure, 
but  no  restatement.  "It  still  won't  let 
you  make  an  accurate  comparison  on 
a  doUars-and-cents  earnings  basis  be- 
tween full-cost  and  successful-effort 
companies,"  says  Stanley  Porter. 

There  the  matter  rests.  Neither  the 
SEC  nor  the  accounting  profession 
seems  willing  to  come  to  grips  with 
the  issue.  The  FASB  doesn't  even 
have  the  issue  on  its  current  agenda. 
Why?  Perhaps  because  oil  and  oil 
company  earnings  are  just  too  impor- 
tant in  these  days  of  energy  crisis, 
and  so  the  accounting  issue  is  a  hot 
potato,  a  really  hot  potato. 

As  things  now  stand,  says  Arthur 
Young's  Porter,  "I  can't  make  valid 
comparisons  between  Texaco  and  the 
other  internationals,  and  I  don't  know 
anyone  who  can."  Arthur  Andersen's 
McDonald  thinks  it  can  be  done,  but 
only  by  a  handful  of  men. 

McDonald  concludes:  "I  suspect 
that  the  SEC  and  the  FASB  put  to- 
gether are  not  big  enough  to  make 
the  major  oil  companies  change  their 
accounting."   ■ 
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We  doift  want  you  to  remember  US  as  the  tank 
car  company.  But  we  donTt  wantyou  to  forget  us,  dther. 

With  more  than  75  years  of 
experience,  it's  not  surprising 
that  our  name  is  practically  a 
household  word  in  the  tank  car 
leasing  business. 

And  that's  terrific.  We're 
very  gratified  to  be  Number 
One.  But  with  $2,200,000,000 
in  total  assets,  much  of  our 
business  is  not  even  in  tank 
car  leasing. 

For  example,  with  our 
terminal  storage 
leasing  facilities  in  major  North 
American  ports,  plus  Europe 
and  Asia,  we're  one  of  the 
biggest  in  the  world  in  that,  too. 

Our  Marine  Transport 
Lines  fleet  makes  us  a  major 
factor  in  ocean-going  charters. 

And  now,  through  our  American  Steamship  Company,  we've  entered 
Great  Lakes  shipping. 

Our  finance  leasing  business  had  its  most  profitable  year  ever. 
With  our  experience  in  service  leasing  we're  quickly  building 
a  reputation  of  expertise  in  finance  leasing  of  capital  equipment, 
from  office  machines  to  jet  aircraft. 

You  should  also  know  about  our  industrial  equipment  group.  It 
includes  the  Fuller  Company  with  its  broad  line  of  engineered 
products;  the  steel  mill  equipment  and  services  of  The  William  B. 
Pollock  Company;  the  steel  plate  fabrication  and  erection  services  of 
the  Plate  and  Welding  and  Custom  Fabrication  Divisions;  plus  the 
research  and  development  activities  of  our  CARD  Division. 
All  showed  strong  profit  growth. 

And  our  other  activities,  including  construction  and  real  estate 
financing,  insurance  and  banking,  round  out  our  balanced 
world-wide  offerings. 

By  now  you  see  the  point  we're  trying  to  make.  So  please,  if 
you  must  think  of  us  as  the  tank  car  company,  think  of  us  as  the  one 
with  millions  in  non-tank  car  assets,  as  well. 

Seventy-fifth  Anni\'ersary\fear 

General  AmericanTransportation  Corporatiai,  Chicago,  IL  60680 


Doing  Its  Own  Thing 


St.  Regis  Paper  used  to  travel  with  the  herd, 
but  it's  surprisingly  individualistic  these  days. 


For  decades  now,  the  paper  indus- 
try has  seemed  governed  by  the  herd 
instinct,  and  big  St.  Regis  Paper  ( 1972 
sales:  $1  bilHon)  has  been  one  of  the 
herd.  The  herd  usually  went  in  the 
wrong  direction,  or,  more  accurately, 
too  far  in  one  direction. 

In  the  Fifties  the  buzz  word  was 
"integrate,"  and  St.  Regis  went  on  a 
spree  that  for  size  and  number  of  ac- 
quisitions (23)  was  a  match  for  any- 
one. In  the  Sixties  the  magic  phrase 


only  in  April  1972.  But  his  influence 
was  felt  long  before.  In  1969,  as  execu- 
tive vice  president  for  administration, 
he  began  a  thorough  restructvu-ing  of 
St.  Regis— plant  as  well  as  personnel. 
Small  plants  and  mills  were  shut  down, 
their  production  consolidated  in  big- 
ger, more  eflBcient  ones.  When  Knee- 
land  was  finished,  St.  Regis  was  get- 
ting 30%  more  production  out  of  12 
plants  than  it  previously  had  been 
getting  out  of  17.  In  the  process,  the 


It  isn't  only  paper  that  excites  George  J.  Kneeland  these  days.  He's  also 
enthused  about  St.  Regis'  7  2.5  %  ownership  in  Great  Britain's  firsts 
licensed  commercial  radio  station,  due  to  start  broadcasting  in  January. 
The  participation  comes  through  St.  Regis  U.K.,  the  company's  wholly 
owned  European  subsidiary.  Whafs  commercial  radio  got  to  do  with  the 
paper  business?  Says  Kneeland,  "I  believe  it  will  make  some  money." 


was  "expand  internally."  So  between 
1965  and  1969  SR  increased  its  ca- 
pacity by  32%  and  its  debt  by  125%, 
to  $270  million.  St.  Regis  was  getting 
steadily  bigger  and  steadily  less  prof- 
itable. Between  1968  and  1972,  SR's 
average  return  on  equity  was  only 
6.6%,  vs.  a  9.1%  median  for  the  forest 
products  and  packaging  industry  and 
11.4%  for  all  industries. 

The  end  of  the  me-too  era  at  St. 
Regis  is  largely  the  work  of  the  trim, 
quietly  forceful  George  J.  Kneeland, 
57,  a  34-year  SR  veteran  who  became 
chairman  and  chief  executive  officer 


salaried  staflF  was  cut  from  8,000  peo- 
ple to  6,000. 

Kneeland  insisted  on  highly  sophis- 
ticated financial  controls.  "We  wanted 
accurate  facts  on  the  contribution  to 
earnings  of  over  100  plants  and  thou- 
sands of  products,"  says  William  Has- 
elton,  49,  who  came  up  the  operations 
side  to  become  president  last  May. 
"You'd  just  be  amazed  at  what  you 
learn"— such  as  the  fact  that  SR  had 
two  big  Montana  sawmills  that  could 
be  combined  at  considerable  savings. 

Like  all  the  paper  industry,  St.  Re- 
gis  is   having  a   fabulous    1973:    Its 


nine-month  net  was  up  65%  on  a  13% 
revenue  gain.  Even  so,  SR  stockhold- 
ers will  see  a  return  on  equity  of  only 
about  11%,  rather  than  the  15%  Knee- 
land has  repeatedly  said  he  wants. 

Where  will  the  extra  4%  come  from 
—if  at  all?  An  end  to  price  controls 
will  certainly  help,  since  St.  Regis  is 
unlikely  to  be  able  to  squeeze  much 
more  production  out  of  its  mills  than 
itc  now  is  getting.  Capital  spending 
next  year  will  rise  sharply  to  about 
$97  million,  but  little  of  it  will  go  for 
expansion  in  the  U.S.;  St.  Regis  was 
too  badly  burned  the  last  time. 

Where  St.  Regis  is  expanding  is  in 
Europe,  and  there  it  has  made  some 
promising  deals.  For  example,  it  is 
building  a  $100-mLllion  linerboard 
mill  in  Sweden  in  partnership  with  a 
local  company;  St.  Regis  will  get  half 
the  production— 175,000  tons— for  an 
equity  investment  of  only  $23  million. 
St.  Regis  will  use  that  175,000  tons 
for  European  customers  formerly  sup- 
plied from  Florida.  "The  deal  will  save 
St.  Regis  12%  in  tariff  costs  plus  $16 
a  ton  in  shipping,  and  free  some  Flori- 
da production  for  the  paper-hungry 
U.S.  market,"  says  Kneeland. 

At  home,  St.  Regis  is  moving  fur- 
ther into  construction  supplies,  espe- 
cially in  fabricating  concrete  as  well 
as  wood  and  metal  culverts.  "If  build- 
ing materials  in  the  future  are  going 
to  be  wood  plus  metal  plus  concrete, 
we  should  be  in  all  three,"  says  Hasel- 
ton.  In  wood  products,  St.  Regis  is 
already  the  largest  U.S.  merchandiser 
of  studs,  and  management  believes 
that  there  will  be  a  market  for  them 
in  Japan  as  well  as  in  the  U.S.  "The 
Japanese  are  so  short  of  wood,  they'll 
buy  anything  rather  than  nothing. 
They'll  buy  from  us  because  we  have 
a  mill  on  tidewater  in  Tacoma,  Wash- 
ington," Haselton  explains. 

Paper?  "In  the  next  couple  of 
years,"  says  Haselton,  "I  think  there 
will  be  at  least  one  big  new  project 
like  a  new  paper  machine,  probably 
in  printing  paper.  Overcapacity?  We 
can  get  deals  for  this  output  almost 
before  it  exists.  Things  are  that  short." 

The  energy  crisis  seems  less  threat- 
ening to  St.  Regis  than  to  many  com- 
panies. Its  Florida  timberlands  have 
estimated  oil  reserves  of  some  338 
million  barrels;  SR  shares  the  rights 
to  it  with  Exxon.  In  fact,  oil  will  con- 
tribute some  5%  of  SR's  net  this  year, 
and  probably  more  next  year  as  oil 
prices  rise  and  more  wells  come  into 
production.  St.  Regis  is  using  some  of 
the  output  for  one  of  its  southern 
paper  mills. 

Will  Kneeland  get  his  15%  return? 
That  will  take  some  doing.  But  he- 
ginning  in  Europe,  St.  Regis  is  already 
finding  it  more  profitable  to  lead  the 
pack  than  to  follow  it.  ■ 
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RESTING  JESTERS 


OR? 


We  might  see  something  different. 

Case  in  point:  the  way  we  look  at  the  Occupational 

Safety  and  Health  Act(OSHA)  on  behalf  of  industrial  policyholders. 

Explaining  the  Act's  stringent  standards  and  its  vital  record-keeping 

and  reporting  procedures.  Calling  on  our  85  years  of  safety 

engineering  expertise  to  guide  you  in  reducing  job  hazards 

that  could  invite  costly  OSHA  citations. 

Let's  look  at  it  creatively  —  together. 

American 
Mutual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

There's  an  original  way  of  looking  at  everything. 


The  Money  Men 


Why  We  Have 

Saw-Toothed 

Stock  Markets 


You  ARE  NOT  going  to  see  the  stock  market  go  substan- 
tially higher  and  stay  higher  until  odd-lot  trading  in- 
creases. Recently  odd-lotters  have  been  doing  about  4.5% 
of  total  Big  Board  volume,  a  mere  shadow  of  the  20% 
and  more  they  did  as  recently  as  1960.  Even  in  the  20- 
million-share-and-up  energy  crisis  markets,  the  odd-lot- 
ters were  still  only  about  4.5%.  As  long  as  this  situation 
continues,  the  market  is  likely  to  keep  on  endlessly  repeat- 
ing the  sharp  saw-tooth  pattern  of  the  past  eight  years: 
sharp  rallies  followed  by  precipitous  drops;  back  and 
forth,  up  and  down,  but  no  real  consolidation  of  gains. 

This  is  what  we  gathered  in  a  two-hour  talk  with  Sander 
Landfield,  a  man  who  probably  knows  more  about  the  so- 
called  "little  investor"  than  any  other  man  extant. 

We'll  warn  you  that  Sandy  Landfield  isn't  a  disinter- 
ested observer.  He's  a  partner  in  Carlisle  DeCoppet  &  Co., 
last  of  the  odd-lot  brokers.  The  odd-lotters  are  Sandy 
Landfield's  bread  and  butter;  you  can  understand  why 
he'd  like  to  see  them  come  back.  His  firm  does  not  deal 
with  the  public  directly.  Say  a  man  in  Portland,  Ore. 
wants  to  buy  50  shares  of  General  Motors  and  say  his 
broker  is  Merrill  Lynch.  Merrill  Lynch  goes  to  Carlisle  De- 
Coppet, which  supplies  the  50  shares— either  out  of  inven- 
tory, or  by  buying  a  full  100  shares  and  keeping  the  other 
50  for  inventory. 

There  used  to  be  three  such  houses.  Carlisle  DeCoppet 
is  the  only  one  left  after  a  series  of  mergers.  This  in  itself 
is  a  measure  of  the  odd-lotters'  exquisite  indifference  to 
the  stock  market. 

But  back  to  Sandy  Landfield  and  his  prediction  of  con- 
tinued tiger-toothed  stock  markets.  His  point  is  very  sim- 
ple and  eminently  sensible.  When  there  are  hundreds  of 
thousands  of  smallish  investors  active,  there  are  thousands 
of  decision-makers.  At  every  price  and  on  every  day  there 
aie  potential  buyers  and  potential  sellers.  This  makes  for 
an  orderly  market  tempering  rises  and  declines. 

But  when  the  market  is  dominated  by  a  few  hundred 
or  a  few  thousand  institutional  traders,  you  have  a  differ- 
ent situation.  These  fellows  all  read  the  same  reports  and 
constantly  compare  notes.  There  is  a  tendency  for  them 
all  to  want  to  own  or  dispose  of  a  stock  at  the  same  time. 
Look  at  Avon  Products.  It  was  hard  to  buy  in  quantity 
this  year  at  130.  Now  it  is  hard  to  sell  at  90. 

You  can  see  it  in  the  pattern  of  the  Dow  Jones  indus- 
trial average  since  1966.  There  have  been  six  sharp  de- 
clines, two  of  them  this  year  alone,  each  canceling  out  a 
previous  rally.  Overall,  the  market  has  made  no  progress 
in  nearly  eight  years.  There  hasn't  been  a  single  sustained 
rally,  one  that  was  able  to  hold  its  ground  for  long. 

"It  may  sound  self-serving,"  says  Sandy  Landfield,  a 
smallish,  rotund  man  in  his  60s,  "but  the  salvation  of  the 
auction  market  lies  in  the  return  of  the  small  investor. 

"There's  a  big  difference  between  12,000  people  invest- 
ing $50  million  and  three  money  managers  handling  it. 
I  think  it  makes  a  big  psychological  difference,  which  af- 
fects the  thickness  and  the  extent  of  the  market." 

Granted  the  big  boys  need  the  public  to  maintain  a 


Landfield  of  Carlisle  DeCoppet 


liquid  market.  But  why  should  the  small  investor  be  the 
fall  guy?  Maybe  he  is  showing  good  sense  by  taking  his 
money  elsewhere.  According  to  some  technicians,  odd-lot 
figures  are  a  great  contrary  indicator;  the  little  man  buys 
heavily  at  market  peaks  and  sells  into  a  decline.  Tech- 
nicians don't  respect  the  crowd. 

The  public's  timing  is  better  than  we  think,  says  Land- 
field.  "I'd  like  you  to  know  that  the  heaviest  odd-lot  sell- 
ing on  balance  that  we  had  seen  in  years  took  place  in 
October,  November  and  December  of  1968."  There  fol- 
lowed a  350-point  crash  in  the  DJI.  "Whether  the  public 
anticipated  the  market  decline  or  not,  their  timing  was 
excellent."  He  can  say  that  again. 

How  about  1972?  Again  Landfield's  figures  show  that 
the  odd-lotter  increased  his  rate  of  liquidation  in  the  last 
three  months  of  the  year.  A  200-point  avalanche  followed. 

What  about  the  odd-lot  short  seller?  Some  of  the  tech- 
nicians swear  by  him  as  the  ultimate  patsy.  When  he  steps 
up  his  selling,  these  technicians  would  say  buy,  buy.  Not 
so  fast,  says  Sandy  Landfield.  You  have  to  know  what  they 
are  selling  short.  Is  it  IBM?  Then  they  are  backing  their 
decision  with  pretty  good  money.  Or  is  it  odd  lots  of  some 
$10  stock?  You  can't  just  count  the  number  of  shares, 
Landfield  says.  You  have  to  count  the  amount  of  money 
that  is  involved. 

"Anyone  using  odd  lots  for  market  prognostication 
ought  to  be  very  careful,  because  they  represent  the  cross- 
currents in  2,200  issues." 

But  there  is  one  trend  that  no  one  can  deny:  The  small 
investor  has  been  pulling  really  big  money  out  of  the  mar- 
ket. His  sales  have  exceeded  his  purchases  by  $7.6  billion 
iri  the  past  ten  years.  And  where  has  the  money  gone?  "To 
banks  offering  high-yielding  money-market  instruments 
and  toward  paying  off  the  tremendous  rise  in  consumer 
debt,"  notes  Landfield. 

The  odd-lotter's  loss  of  faith  in  the  stock  market  shows 
not  only  in  his  net  liquidation  but  in  the  kind  of  stocks 
he  buys  and  holds.  He  has  lost  his  interest  in  the  cross- 
section-of-America  stocks,  the  American  Telephones,  the 
U.S.  Steels,  the  General  Motors.  His  activity  in  recent  years 
has  been  centered  in  the  same  stocks  the  institutions  were 
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Now  that  the  fuel  shortage  is  becominc 
more  acute,  business  more  than  ever  is  faced 
with  the  question:  "Is  this  trip  really  necessary?" 
If  it  isn't— now's  as  good  a  time  as  any  to 
find  out  that  a  Long  Distance  call  can  do  the  job 
effectively  and  save  you  money  too. 

Long  Distance  is  the  next  best  thing 
to  being  there. 


I 


Facts  for  your  portfolio  on 


FERRO 


Ferro  sets 

all  time  sales  and 

earnings  records 

for  niiTe  months 


•  Ferro  Corporation  consolidated  net  sales  for  the  first 
nine  months  in  1973  were  19.5%  above  the  first  nine 
months  in  1972. 

•  Net  earnings  for  nine  months  were  36.7%  above  the 
same  period  last  year. 

•  Consolidated  net  sales  for  the  three  months  ended 
September  30, 1973  were  21.8%  above  the  same  quar- 
ter in  1972. 

•  Net  earnings  for  the  third  quarter  were  30.9%  above 
1972. 

CONSOLIDATED  RESULTS  Nine  Months 

Ended  Sept.  30 
(Thousands  of  dollars)  1973  1972 

•  Net  Sales $186,924      $156,331 

•  Income  Before  Taxes 23,476  17,605 

•  Income  Taxes 9,920  7,688 

•  Net  Income 13,556  9,917 

•  Earnings  per  share 
based  on  average 

shares  outstanding $3.15  $2.39 

NOTES: 

1.  Included  in  the  above 
earnings  per  share  figures  is  an 
apportionment  of  the  estimated 
gain  for  the  year  from 

currency  changes,  as  follows:  $0.42  $0.05 

2.  Ferro  acquired  Cataphote  Corporation  for  210,000  shares 
of  authorized  but  unissued  capital  stock  on  August  1, 1973. 
The  transaction  was  accounted  for  on  a  pooling  of  interests 
basis  and  has  been  reflected  in  the  above  figures  for  all 
periods  reported  upon. 

Write  for  our  latest  financial  report:  Dept.  F-1201, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114, 
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The  Money  Men 


buying.  So,  instead  of  providing  the 
liquidity  he  used  to  provide,  the  odd- 
lotter  merely  reinforces  the  trend  to- 
ward an  vmhealthy  two-tier  market. 

Okay.  But  how  do  you  get  the 
small  investor  back?  How  do  you  re- 
store genuine  liquidity  to  the  market? 

Lower  commissions  would  certainly 
encourage  the  little  man  to  return,  but 
Landfield  thinks  that  the  Government 
could  help  too  with  tax  breaks,  per- 
haps exempting  smaller  transactions 
from  capital  gains  taxes.  But  he  thinks 
the  biggest  thing  would  be  for  the 
small  investor  to  see  some  progress  in 
the  fight  against  inflation. 

This  point  requires  a  bit  of  expla- 
nation. Stocks  are  supposed  to  be  a 
hedge  against  inflation.  Landfield  looks 
at  it  differently. 

"I  think  the  little  guy  wants  to  feel 
that  every  aspect  of  his  day-to-day 
responsibilities  is  covered  before  he 
ventures  into  the  stock  market.  At 
present  he's  worried  about  rising  liv- 
ing costs  and  he  wants  to  play  it  safe 
with  his  money.  Uncertainty  works 
against  his  desire  to  invest,  just  as 
the  consumer  polls  show  us  that  it 
works  against  his  desire  to  make  ma- 
jor expenditures." 

Sandy  Landfield  has  to  concede  that 
the  small  investor  has  behaved  quite 
intelligently  in  filtering  out  of  the  mar- 
ket in  recent  years.  But  he  doesn't 
agree  that  he  ought  to  stay  out.  The 
small  investor,  he  says,  has  an  advan- 
tage that  the  big  fellows  don't  have. 
He  has  liquidity.  "With  his  limited 
funds,  he  can  buy  and  sell  as  he 
wants.  The  big  fellows  have  to  worry 
about  the  impact  of  their  buying  and 
selling  on  the  market.  It  takes  them  a 
long  time  to  get  into  a  major  position, 
and  if  they  want  to  get  out  of  a 
stock,  they  may  have  to  take  a  big 
lump.  These  days  professionals  un- 
load on  professionals." 

As  if  to  confirm  the  wisdom  of 
Sandy  Landfield's  words,  the  stock 
market  last  month  gashed  out  another 
saw-tooth.  After  gaining  a  straight-up 
150  points  on  the  DJI  in  September 
and  October,  the  market  coughed  up 
the  whole  gain  in  November.  Fimda- 
mentalists  would  ascribe  the  collapse 
to  the  impact  of  the  energy  crisis; 
Sandy  Landfield  would  say,  okay,  but 
the  drop  might  not  have  been  so  pre- 
cipitous if  the  small  investor  had  been 
around  to  contribute  his  $200-  or 
$2,000-worth.  Because  when  the  big 
fellows  panic,  they  all  panic  at  once. 

But  before  the  small  investor  will 
come  back  you  will  have  to  restore  his 
faith  in  America.  ■ 
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Ever  counted  how  many  tunes  your 

£unily  eats  bettveen  Friday  afternoon 

and  Monday  morning? 


Chances  are  it's  a  lot. 

One  estimate  puts  it  at  over  50 
times  for  a  family  of  four. 

Obviously  not  at  the  old-time  sit- 
down  meals  where  Father  carves  the 
meat  and  Mother  serves  the  vegetables. 
Today's  home  is  a  highly  mobile  entity 
that  can't  be  tied  down  to  "three  squares 
a  day." 

So  more*and  more  it's  kept  on  the 
go  by  convenience  foods.  Snacks.  In 
fact  sales  of  snack  food  are  expected  to 
grow  11%  next  year. 

And  that  means  packaging.  Be- 
cause a  lot  of  these  foods  couldn't  exist 
until  modern  packaging  came  along.  To 
keep  them  from  spoiling.  And  to  pro- 
tect the  flavor,  texture  and  nutrition. 


We  specialize  in  a  lot  of  this  packag- 
ing. And  the  research  that  made  it  pos- 
sible. Like  poly  bread  bags  for  instance. 
Plus  a  lot  of  other  bags.  Grocery  bags. 
Cookie  bags.  Pet  food  bags.  And  bags 
for  corn  chips,  pretzels  and  potato 
chips.  And  of  course  paper  for  things 
like  candy,  cake,  meat,  butter  and  mar- 
garine. As  well  as  many  fast  foods.  And 
trays  for  meat  and  cookies.  Folding  car- 
tons for  all  kinds  of  cold  cereal,  frozen 
foods  and  ice  cream.  And  cartons  to 
speed  up  fast  food  service.We  even 
make  lots  of  the  candy  boxes  for  Valen- 
tine's Day.  And  the  corrugated  boxes 
all  these  other  packages  come  in. 

It  may  be  pretty  obvious  that  we're 
a  packaging  company.  In  fact,  we  do 


some  $400  miUion  of  it  a  year. 

But  we're  equaiiy  as  big  in  paper. 
In  fact,  we're  one  of  the  country's  lead- 
ing paper  companies. 

And  we're  more.  We're  in  shelter 
and  construction  (with  lumber  and  pre- 
stressed  concrete  technology).  We're  a 
land  management  company.  We  make 
paperware  and  school  supplies.  Our 
research  arm  has  made  contributions 
in  every  field  we're  in. 

We're  a  lot  of  things  to  a  lot  of  peo- 
ple. But  one  belief  ties  the  whole  thing 
together: 

The  future  belongs  to  those  who  stay 


ST.   REGIS  PAPER  COMPANY,   i;iO  E.  42ND  ST.,   N.Y.,  N.Y.   10017. 
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Her  credit  card  looks  like 
a  million  bucks. 
hi  5  seconds,  TRWcan  tell 
if  it's  worth  a  dime. 


She  marches  into  a  store 
beautifully.  And  picks  out  $48.76 
worth  of  merchandise.  Then 
charmingly  presents  her  credit 
card,  complete  with  lovely  face 
encased  in  plastic. 

The  salesclerk  presses  a 
few  buttons  on  one  of  more  than 
35,000  TRW  terminals.  Almost 
instantly,  her  good  credit  is 
verified.  Electronically,  the  trans- 
action becomes  part  of  her 
account  status.  This  kind  of  credit 
convenience  is  making  life  easier 
for  the  consumer  because  of  much 
faster,  more  accurate  credit 
verification.  And,  because  of  the 
shorter  transaction  time,  busi- 
ness is  more  profitable  for  the 
retailer. 

TRW  has  a  way  of  hand- 
ling credit  information  and 


reporting  that  makes  almost  all 
previous  systems  old-fashioned  in 
three  rapidly  growing  areas: 

1.  In  department  store  systems 
all  across  the  country,  as  in 
the  example  illustrated. 

2.  In  TRW's  computerized 
consumer-credit  reporting,  con- 
sumer credit  histories  of 
millions  of  people  are  stored 
and  retrievable  to  more  than 
26,000  credit  grantors  nation- 
ally: in  banks,  mortgage 
companies,  retail  stores,  and 
other  businesses.  More  than  a 
million  and  a  half  inquiries 

a  month  are  handled. 

3.  In  TRW's  Validata", computer- 
ized revenue  protection 
service,  which  lets  airlines,  car 
rental  companies,  and  hotels 
instantly  check  the  validity  of 
purchases  by  credit  card  or 
check,  using  a  shared  central 
computer  data  base  maintained 
by  TRW. 


The  areas  of  credit  infor- 
mation and  reporting  are  only 
a  few  of  the  ways  TRW  has  of 
growing. 

In  energy,  in  information 
handling,  in  transportation  and 
in  communications. 

For  our  latest  financial 
statement,  write  to  Communica- 
tions Services,  Dept.  FB,  TRW 
Inc.,  23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 


'"*',v     Condominium  homes  on  an  is- 
land in  the  desert... totally 
any  other  homes  in  the  Palm  Sprfi 
J^r^area.  High-rise  clusters^ 
"*^4jeautituny  (andscaped  is! 
rounded  by  a  fresh  water  lake 
^^/tnged  at!  around  by  your  18-hole 
*^  'cnaMeogingpar?!  golf  course. 

The  view  of  desert  and  moun-^ 
J      tains  is  spectacular.  The  llfe-styl 
•*      privileged.  The  atmosphere:  qui 
/      and  serene.The  security;  maximum 
(the  only  road  onto  our  isia 
guarded  24  hours  a  day).  N 

irything  in  F*alm  Springs,  yet  far 
%om  the  noise.  A  far-from-ordlnary 
experience  In  gracious  fivingg 
$55,000  to  $175,000.  D 
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Down  at  the  Heels 


Can  a  new  slogan  and  a  new  boss 
put  the  edge  back  on  Hush  Puppies? 


Cleason  of  Wolverine 


Making  a  corporation  president  out 
of  a  business  school  professor  is  a 
little  like  taking  seriously  Plato's  idea 
of  making  philosophers  into  kings. 
But  that's  what  Wolverine  World 
Wide  of  Rockford,  Mich,  did  back 
in  1969  when  it  lured  Alfred  Seelye 
from  Michigan  State  University  where 
he  had  headed  the  college  and  grad- 
uate school  of  business. 

Wolverine  made  its  mark  in  the 
highly  competitive  shoe  business  with 
Hush  Puppies,  men's  and  women's 
low-heeled  casual  shoes  made  of 
brushed  pigskin.  But  soon  there  were 
competitors  all  over  the  place.  Seelye 
was  brought  in  as  chief  executive 
ofiBcer.  His  answer  was  diversifica- 
tion within  the  shoe  industry,  chiefly 
through  acquisition.  This  only  made 
a  bad  situation  worse.  Sales  rose  by 
25%  by  1972  (to  $127  million),  but 
profit  margins  kept  dwindling.  Last 
year,  Wolverine  was  in  the  red  for 
the  first  time  in  its  recent  history, 
and  Seelye  was  forced  out  in  a  proxy 
fight  led  by  unhappy  stockholders. 

In  as  chief  executive  ofiBcer  was 
Thomas  D.  Gleason,  37,  whom  Seelye 
had  brought  into  the  company  as  vice 
president-finance  in  1971. 

Gleason  felt  it  was  a  mistake  to 
increase  the  types  of  shoes  sold  un- 
der the  Hush  Puppy  label.  "The 
Hush  Puppy  was  losing  its  identity," 
he  says.  "To  me  a  Hush  Puppy  wasn't 
a  2Ji-inch  spiked-heel  woman's  dress 
shoe  made  out  of  vinyl,  which  we 
were  selling.  We  had  an  advertising 
campaign— Hush  Puppies  go  every- 
where,   do   everything— that's    ridicu- 
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lous.  It's  a  casual  basic  shoe  made 
out  of  brushed  pigskin."  When  Hush 
Puppies  lost  their  special  identifica- 
tion, Gleason  argues,  they  began  los- 
ing their  customers,  and  certainly 
something  went  wrong.  By  1972  sales 
were  down  to  6.5  miUion  pairs,  vs.  a 
record  8.6  million  in  1965. 

Gleason  has  fired  a  number  of  ex- 
ecutives who  favored  broadening  the 
Hush  Puppy  line,  and  cut  much  of 
the  cowhide  and  vinyl  out  of  Wol- 
verine's Une.  He  also  dumped  the 
D'Arcy-MacManus  &  Masius  advertis- 
ing agency  after  14  years  in  favor  of 
Wells,  Rich,  Greene,  whose  unlikely 
slogan,  "Hush  Puppies  Are  Dumb," 
has  in  the  past  five  months  helped 
boost  Hush  Puppy  sales  10%  to  15% 
over  1972.  "I  like  the  dumb  image," 
says  Gleason.  "That's  what  the  shoes 
are,  damn  it.  We  tried  for  a  number 
of  years  to  make  them  be  something 
they  weren't." 

Gleason  has  liquidated  the  Trend- 
setter division  and  parts  of  Bates  and 
sold  Wolverine's  40%  interest  in  Ros- 
signol,  a  French  ski  and  ski-boot  man- 
ufacturer, for  $2.5  million.  "We  need 
to  concentrate  our  energies  back  in 
the  shoe  business,"  says  Gleason,  "and 
in  Hush  Puppies,  which  is  still  our 
flagship,  with  40%  to  50%  of  sales. 
My  goal  is  to  bring  the  company  back 
again.  Not  this  year,  maybe  not  next. 
I  know  where  our  problems  are,  and 
I  want  to  make  sure  this  thing  is 
turned  around." 

But  could  the  truth  be  that  Hush 
Puppies  were  a  fad  whose  time  has 
come— and  gone?  ■ 
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ONE 

HUNDRED 

MILUON 

DOLLAR 

VOTE  OF 

CONFIDENCE 


Advertisers  buy  a  magazine  for  the  same 
reason  readers  do.  Because  it  fills  a  need. 

With  our  November  17th  issue,  TV  GUIDE 
passed  the  $100,000,000  (PIB)  advertising 
revenue  mark  for  the  second  year  in  a  row. 

Obviously,  many  marketers  believe  it's 
good  for  business  to  campaign  in  a  maga- 
zine that  is  considered  essential  reading  by 
its  audience. 


TV 


GUIDE 


ISIANCLE  PUBUCATfONS.  INC. 


Performance.  It's  a  terrific  environment  for  advertising. 


Physician,  Heal  Ttiyself 


Capitalize  the  president's  salary?  Even  Teleprompter's  own 
officers  wouldn't  buy  its  brand  of  free-wheeling  accounting. 


Cable  TV  may  still  live  up  to  its 
advance  billing  as  the  major  growth 
industry  of  the  decade.  But  right 
now  Teleprompter,  the  AT&T  of  ca- 
ble, with  143  systems  and  900,000 
subscribers  scattered  from  coast  to 
coast,  would  settle  for  a  plainer, 
healthier  and  less  dramatic  future. 

Its  troubles  stem  from  a  $100-mil- 
lion  construction  program  spread  over 
the  past  two  years— a  huge  load  for 
a  company  with  only  $61  million  in 
annual  revenues.  And  construction 
was  growing  three  times  as  fast  as 
revenues.  New  York-based  Tele- 
prompter,  with  twice  as  many  sub- 
scribers as  its  nearest  cable  competi- 
tors ( Tele-Commimications  and  War- 
ner Communications),  was  building 
new  systems  faster  than  it  could  pay 
for  them.  And  the  new  systems  weren't 
operating  at  a  profit.  (This  year  24 
systems  became  operational  and 
generated  operating  losses  totaling 
$1.8  million.)  And  accounting  pol- 
icies that  heavily  capitalized  construc- 
tion-related expenses  masked  the  im- 
pact of  what  was  happening. 

The  eventual  revelation,  which 
came  after  a  nine-week  stock  trading 
ban  imposed  by  the  Securities  &  Ex- 
change Commission,  left  Telepromp- 
ter shares  trading  at  a  five-year  low 
of  $4.50,  down  from  a  high  this  year 
of  $34.50.  After  reporting  healthy 
first-quarter  earnings  of  24  cents  per 
share,  the  company  now  expects  the 


final  1973  figure  to  be  only  12  cents, 
vs.  79  cents  last  year.  Already  there 
have  been  write-oflFs  of  $3.3  million. 
Disclosures  made  under  SEC  pressure 
show  that  of  some  $100  million  Tele- 
prompter  capitalized  in  the  past  year 
and  a  half,  only  $69  million  clearly 
covers  materials  and  labor  costs.  An- 
other $27  million  falls  into  nebulous 
payroll  and  expense  designations  that 
one  analyst  says  "probably  include 
even  travel  and  entertainment." 

You  may  remember  Teleprompter 
from  1971.  That  was  the  year  former 
President  Irving  Kahn— now  in  federal 
prison— was  indicted  for  bribery  in  an 
attempt  to  get  a  Pennsylvania  cable 
franchise.  Kahn,  once  head  drum  ma- 
jor for  the  University  of  Alabama, 
successfully  tooted  and  touted  Tele- 
prompter—and  with  it  much  of  the 
rest  of  the  cable  industry— to  the 
point  where  the  company's  stock  com- 
manded a  price/ earnings  multiple  of 
189  in  the  late  1960s.  Those  were 
the  days  when  glamour  concepts  often 
sold  for  impressive  multiples  of  cap- 
itahzed  losses. 

In  early  1972  Jack  Kent  Cooke, 
Teleprompter's  major  stockholder, 
with  1.9  million  shares,  wrested  con- 
trol from  the  Kahn  faction  and 
brought  in  new  directors  and  top 
management.  The  refurbished  board 
included  representatives  of  other  big 
names  with  big  blocks  of  Telepromp- 
ter stock:  Charlie  Allen  of  Allen  &  Co.; 


"My  ideal  guard  is  Jerry  West,"  says  Jack  Kent  Cooke  of  bis  L.A.  Lakers' 
sfar.  "Imagirie  if  West  suddenly  weighed  an  extra  hundred  pounds  and 
couldn't  move."  That,  in  Cooke's  opinion,  is  what  happened  to  Teleprompter. 
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Howard  Hughes,  who's  in  partnership 
with  Teleprompter  in  cable  systems  in 
New  York  City  and  Los  Angeles;  and 
Jack  Wrather,  the  owner  of  broad- 
cast rights  to  "Lassie"  and  "The  Lone 
Ranger,"  who  got  a  $25-million  stock 
guarantee  from  Teleprompter  when 
the  company  bought  the  Muzak  di- 
vision of  his  Wrather  Corp.  in  1971. 

After  the  takeover,  Cooke  stayed 
at  his  California  ranch  to  mind  his 
West  Coast  sports  properties,  the  Los 
Angeles  Forum  and  the  Lakers  and 
Kings  basketball  and  hockey  teams. 
He  left  operational  control  of  Tele- 
prompter in  the  hands  of  Chairman 
and  Chief  Executive  Raymond  Sha- 
fer,  a  cable  novice  but  former  Penn- 
sylvania governor  who  brought  much- 
needed  respectability,  and  President 
William  Bresnan,  a  longtime  Cooke 
employee  with  a  background  in  small- 
town cable  operations. 

Soon  there  was  a  very  different 
kind  of  whistle-blowing  at  Tele- 
prompter. In  the  spring  of  this  year, 
Shafer  hired  two  new  financial  men, 
brought  in  to  replace  Kahn  re- 
gime holdovers.  They  were  Bob  Todd 
Jr.,  41,  who  became  vice  president 
for  finance,  and  Bill  Trust  Jr.,  31,  the 
new  controller,  both  with  banking 
backgrounds.  Immediately  they  began 
to  raise  questions  about  Telepromp- 
ter's policy  of  capitalizing  much  salary 
and  overhead  that  related  to  construc- 
tion. They  calculated  that  about  30 
cents  of  every  dollar  the  company  was 
capitalizing  went  for  "people  costs" 
and  overhead  that  would  not  disap- 
pear even  if  the  building  stopped. 

An  internal  struggle  over  corporate 
accounting  policies  ensued.  All  the 
while,  says  Cooke,  61,  he  was  in  in- 
tensive care  on  the  West  Coast  re- 
covering from  a  heart  attack.  "I  wasn't 
even  on  the  executive  committee,"  he 
adds.  Todd  and  Trust  argued  for  a 
construction  halt,  write-offs  and  dis- 
closure of  the  capital  account.  In 
1972  Teleprompter's  annual  report  for 
the  first  time  revealed  that  it  was 
capitalizing  construction  interest.  If 
that  $3.2-million  annual  interest  figure 
was  significant  enough  to  make  pub- 
lic, Todd  and  Trust  felt  the  company 
should  also  itemize  overhead  charged 
to  the  capital  account  and  fully  re- 
veal its  cash  position. 

Management  didn't  buy  this  thesis. 
Teleprompter  corporate  officers  ar- 
gued that  their  own  salaries  should 
be  capitalized,  since  they  spent  most 
of  their  time  dealing  with  construction 
projects.  One  director  warned  that  the 
company  "shouldn't  let  these  financial 
crepehangers  slow  down  momentum." 

During  the  summer  Teleprompter 
was  operating  in  a  negative  cash  posi- 
tion. From  May  to  November  it  had 
gobbled  up  $102  million  of  a  newly 
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Santa  Fe  all  the  way- 
serving  you  all  ways 

Santa  Fe  provides  you  with  complete  transportation  services 

by  rail,  truck,  air  and  pipeline.  Progressive  transportation  like 

this  is  important  to  the  successful  future  of  business, 

industry,  and  the  nation.  We  spend  millions  of  dollars  each  year 

($200  million  in  1973,  largest  in  Santa  Fe's  history)  to  make 

our  modern  transportation  system  even  better  and  to  more  efficiently 

develop  our  land  and  natural  resources.  Let  us  show  you  how  Santa  Fe's 

better  ways  will  serve  you  in  the  West  and  Southwest. 


BY  RAILWAY 

with  a  modern 

12,600  mile  system 

in  the  West 

and  Southwest 


PIPELINES 

moving  petroleum 

products,  natural 

gas  liquids  and 

anhydrous  ammonia 


NATURAL 
RESOURCES 

including  oil  and 

gas,  forest  products 

and  coal 


^•».^l^^* 


iAVl»H  >MU^^    -fJT^  w 


PORTOBELLQ 


PRINCIPAL  SANTA  FE  COMPANIES: 

The  Atchison,  Topeka  and  Santa  Fe  Railway  Co 

The  Santa  Fe  Trail  Transportation  Co. -Santa  Fe  Air  Freight  Co 

Santa  Fe  Pipeline  Co. -Gulf  Central  Pipeline  Co 

Santa  Fe  Natural  Resources.  Inc. 

Chanslor-Western  Oil  and  Development  Co. 

Santa  Fe  Land  Improvement  Co. 

Robert  E.  McKee,  Inc. -The  Zia  Co. 

Kirby  Lumber  Corp. 


BY  TRUCK 

over  a  busy 
18,370  route  mile 
operation 

and  BY  AIR 

with  nationwide 

freight 

forwarding 


REAL  ESTATE 

offering  plant  sites, 
shopping  centers 
and  construction; 
also  maintenance 
and  guard  services 


c  r\n   I  iciyiii  l>u. 


SANTA  FE  INDUSTRIES,  INC..  224  S.  Michigan  Ave..  Chicago.  III.  60604 


When  growth  mlngs 
intemciUyouVe  doing 
something  right. 

Exceptional  growth— in  markets 
you're  already  in— is  a  significant 
accomplishment.  Particularly  in  a 
competitive  market  like  watchbands. 

That's  why  we're  righdy  proud  of 
our  Speidel  Division,  which  in  the  last 
2  years  has  increased  die  number  of 
watchbands  sold  by  50%, 

How  do  you  accomplish  growth 
like  diat?  You  do  it  very  carefully  By 
analyzing  the  market  opportunities. 

By  being  innovative  and  competitive.  And,  most  of  all,  by  producing  a 
superior  product. 

Speidel's  principal  product — the  Twist-0-Flex  watchband — 
is  the  leacing  watchband  in  the  country.  And  recendy  Speidel  launched 
two  new  lines  of  watchbands  for  the  mass  merchandisers  and 
catalogue  houses. 

In  pursuing  this  kind  of  internal  growth,  Textron  provides 
Speidel — and  all  our  35  Divisions — with  assistance  in  finding  new 
ways  to  grow  in  a  variety  of  markets -consumer,  aerospace,  industrial, 
metal  product  and  creative  capital.  1fair#«#%l« 

Infernal  growth. 


textron  Providence,  Rhode  Island  02903 


negotiated  $150-million  bank  credit 
line.  In  mid-August  things  began  to 
come  unglued.  Teleprompter  reported 
sharply  lower  earnings  of  6  cents  For 
the  second  quarter  of  1973,  citing  op- 
erating losses  from  new  systems,  in- 
creased program  origination  and  data 
processing  costs  as  reasons  for  the 
drop.  At  the  same  time  it  boasted  of 
continued  construction. 

After  a  crisis  meeting— and  under 
pressure  from  Todd  and  Trust— Tele- 
prompter  on  Sept.  4  issued  a  press 
release  announcing  the  suspension  of 
$15  million  in  new  construction.  The 
financial  men  felt  this  wasn't  enough. 
They  thought  the  rising  interest  bur- 
den and  the  increasing  rate  of  losses 
from  new  systems  demanded  a  dis- 
closure of  the  capital  account's  con- 
tents and  a  complete  halt  to  work  on 
the  22  systems  being  built. 

On  Friday,  Sept.  7,  Todd  and  Trust 
—who  by  this  time  had  their  own 
outside  counsel— called  the  SEC  with 
their  story.  That  evening  the  Com- 
mission suspended  trading,  and  over 
the  weekend  Jack  Kent  Cooke,  who 
had  flown  to  New  York,  held  an 
emergency  board  meeting  at  his  suite 
in  the  Waldorf.  Eventually  Cooke, 
who  acted  with  what  he  calls  "a 
great  sense  of  urgency,"  became  chair- 
man. "I  sort  of  elected  myself,"  he 
says.  Teleprompter  subsequently  made 
nine  pages  of  additional  accounting 
disclosures,  and  the  trading  ban  was 
lifted  Nov.  12.  A  spokesman  for  the 
SEC  says  the  Commission  is  still 
"actively  investigating"  the  case. 

Among  the  accounting  revelations 
prompted  by  the  SEC  is  the  fact  that 
the  company  really  only  estimated 
those  construction  labor  costs  that  it 
capitalized  in  the  first  half  of  1973. 
Those  improper  estimates  now  entail 
a  $625,000  write-off.  Similarly,  Tele- 
prompter apparently  miscalculated 
first-half  depreciation  by  $500,000.  To 
top  it  off,  the  company  recognized 
"anticipated  profits"  of  $560,000  in 
its  first  half  from  two  feature  films 
produced  by  its  Filmation  subsid- 
iary. Critics  must  have  panned  the 
pix,  because  the  hoped-for  profits  got 
written  off.  . 

"We  had  a  corporate  animal  so 
fat,  so  obese,  so  laden  with  lard  that 
it  couldn't  move,"  explains  Cooke. 
When  he  took  over,  Teleprompter 
promptly  dismissed  over  900  of  its 
3,300  employees  and  halted  all  con- 
struction. "In  the  past  nine  weeks," 
he  contends,  ."we've  trimmed  off  the 
excess  fat." 

Among  the  casualties  were  Tele- 
prompter's  21 -man  legal  staff  and  a 
25-man  department  that  was  assigned 
to  locate  new  franchises;  one  man 
now  handles  franchises  and  there  are 
two   house   lawyers.    Heavy   cutbacks 


Construction,  which  in  the  cable  TV 
business  is  mostly  stringing  lines, 
was  Teleprompter' s  nemesis. 


may  have  eliminated  the  budgeted 
$4  million  for  local  programing— once 
heralded  as  a  prime  public  service 
benefit  of  cable.  Also  on  the  fiscal 
chopping  block  was  data  processing. 
The  company  ran  a  money-gobbling 
centralized  computer  billing  opera- 
tion for  all  its  systems.  Typically, 
many  related  expenses— even  postage 
—showed  up  in  portions  of  the  capi- 
tal account. 

"The  key  questions,"  says  Dennis 
McAlpine,  an  analyst  for  Tucker  An- 
thony &  R.L.  Day,  "are  how  much 
money  did  they  save  and  how  success- 
ful will  their  marketing  be."  The  com- 
pany must  improve  revenues  and  cut 
costs  just  to  be  able  to  service  its  debt 
of  over  $100  million.  Also,  there's  still 
that  $27  million  of  questionable  cap- 
italization that  may  have  to  be  writ- 
ten off  soon. 

Teleprompter  cable  systems  now 
pass  about  2  million  homes,  but  the 
company  has  convinced  only  about 
45%  of  those  potential  customers, 
900,000  in  all,  to  buy  its  services. 
With  a  staff  of  451  commissioned 
salesmen,  many  newly  hired,  Cooke 
is  now  adding  new  customers  at  a 
rate  of  23,000  a  month,  vs.  15,000 
a  month  before  he  took  over.  But  in 
order  to  draw  more  credit,  the  banks 
have  imposed  a  year-end  subscriber 
total  on  Teleprompter  that  requires 
it  to  generate  new  business  at  al- 
most twice  its  current  rate. 

Who's  to  blame  for  what  went 
wrong?  Shafer  and  Bresnan  can  legit- 


imately claim  defenses  based  on  finan- 
cial ignorance.  "If  Cooke  had  wanted 
a  governor  of  Pennsylvania,  he  should 
have  gotten  Milton  Shapp,"  says  a 
Shafer  associate.  (Shapp,  the  state's 
current  executive,  is  a  cable  million- 
aire who  got  $10  million  for  his  stock 
in  Jerrold  Corp.— now  owned  by  Gen- 
eral Instrument— when  he  sold  out  in 
1966.)  "As  for  Bresnan,  he's  a  ter- 
rifically nice  guy,  but  basically  a  pole- 
climber  who  moved  up  the  ranks," 
he  adds. 

Shafer  says  the  diflBculties  resulted 
from  rising  interest  rates,  inflating 
costs  of  construction  and  legal  com- 
mitments that  had  to  be  met  to  avoid 
losing  franchises.  "We  were  taking 
the  necessary  steps  to  get  into  a  posi- 
tive cash  flow  position." 

"I  think  management  thought  like 
a  construction  company  and  not  a  ca- 
ble company,"  says  Cooke.  "But  I'm 
satisfied  that  on  their  own  the  staff 
would  have  defined  the  problems. 
They  were  becoming  obvious." 

Teleprompter 's  accountant,  Touche 
Ross  &  Co.,  won't  comment.  But 
Cooke  now  says  he  doesn't  necessarily 
support  the  old  accounting  ways.  "In 
the  future  we'll  expense  all  we  can," 
he  indicates.  On  the  other  hand,  says 
Shafer,  "we  were  assured  by  the  finest 
accounting  people  in  the  world  that 
our  policies  were  proper." 

One  bright  spot  that  may  emerge 
from  the  gloom  is  better  accounting 
standards  for  cable  TV.  "Most  cable 
operations— even  the  big  ones— still 
have  mom-and-pop  financial  mental- 
ities," says  Bowman  Cutter,  head  of 
a  Washington  consulting  organiza- 
tion. "But  when  you're  all  over  the 
country  like  Teleprompter,  cash  and 
capital  budgeting  controls  aren't  lux- 
uries. With  143  operating  centers, 
you  run  out  of  fingers  pretty  fast." 
Cable  remains  an  excellent  business  in 
small  towns,  a  run-of-the-mill  business 
in  middle-sized  ones  and  a  wretched 
business  in  big  cities  where  construc- 
tion costs  are  high  and  there's  little 
additional  programing  cable  can  offer. 
Teleprompter  has  some  of  each. 

Meanwhile,  Jack  Kent  Cooke— using 
the  talent  that  once  made  him  Col- 
gate-Palmolive's  leading  soap  sales- 
man in  his  native  Canada— keeps  blaz- 
ing away.  He's  recruiting  a  new, 
young  management  team  and  intends 
to  stay  at  Teleprompter  until  he 
finds  a  topflight  man  to  run  the  com- 
pany. "I  like  what  the  future  holds, 
and  have  no  intention  of  selling  a 
share  of  stock,"  he  says.  No  wonder. 
Cooke's  estimated  $40-million  invest- 
ment in  the  company  is  now  worth 
less  than  $10  million.  "There  are  a  lot 
of  people  who  can  work  miracles  in 
business,"  he  says.  One  would  come  in 
very  handy  just  now.  ■ 
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Going  Home 


At  Lone  Star  Industries  "diversification"  is 
no  longer  a  magic  word,  and  "expansion"  is  no 
longer  a  dirty  word. 


Lone  Star  Industries  is  doing  well 
these  days— not  because  of  what  it 
did,  but  chiefly  because  of  what  it 
did  not  do.  What  Lone  Star  did  not 
do  was  go  deeper  into  cement,  build- 
ing one  plant  in  15  years.  Lone  Star 
and  its  competitors  have  not  been 
building  many  new  plants  because 
they  were  badly  burned  by  overex- 
pansion  in  the  Fifties.  Now  that  de- 
mand has  finally  caught  up  with  po- 
tential supply,  cement  is  now  scarce 
in  much  of  the  U.S.  Prices  are  up  25% 
over  the  past  four  years  to  better  than 
$22  a  ton;  they  would  be  higher  still 
if  it  were  not  for  price  controls. 

Now  Lone  Star  can  pick  and  choose 
its  customers,  and  that  means  selling 
to  those  closest  to  the  plant.  This  cuts 
shipping  costs— which  the  seller  gen- 
erally absorbs  in  order  to  meet  local 
competition.  Lone  Star's  freight  costs 
have  dropped  from  19%  to  a  bit  over 
17%  of  sales  in  recent  years. 

This  all  adds  up  to  earnings  this 
year  for  Lone  Star  of  about  $2.60  a 
share,  or  13%  on  equity. 

"Assuming  there  are  no  price  con- 
trols next  year,"  President  Jack  Krin- 
gel  says,  "we  look  for  another  im- 
provement in  earnings."  How  much 
of  an  improvement?  Kringel  pulls  back 
from  that  question.  Too  many  impon- 
derables: the  energy  shortage,  the 
housing  slowdown,  high  interest  rates. 

If  Lone  Star  is  profiting  from  what 
it  did  not  do,  what  about  what  it  did 
do?  Kringel,  a  mechanical  engineer 
by  profession,  took  charge  of  Lone 
Star  in  1969,  smack  in  the  middle  of 
a  recession  in  cement.  He  decided 
that  what  the  company  needed  was 
diversification,  and  he  proceeded  full 
speed  ahead  on  it.  In  1968,  the  year 
before  Kringel  took  over,  sales  were 
$235  million;  in  1973,  $650  million. 

Kringel  put  Lone  Star  into  land  de- 
velopment with  industrial  parks  in 
Texas  and  housing  in  Hawaii,  into 
tufted  rug-making,  natural  gas  and  a 
string  of  lumber  yards  and  home  im- 
provement centers. 

"We  needed  to  give  this  company 
more  growth  and  reduce  its  capi- 
tal intensity,"  explained  Kringel. 

But  a  rug  company?  Kringel  wanted 
to  demonstrate  his  belief  that  a  good 
manager  can  handle  any  line  of  busi- 
ness. "A  number  of  guys  around  here 
turned  pale,"  says  Kringel  with  a  dis- 
arming chuckle. 

And  home  improvement  centers? 
Well,    that    was    one   of    the    growth 
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areas  of  the  1960s  that  made  compa- 
nies like  Wickes  and  Evans  Products 
soar  for  a  while  in  the  stock  market.  « 
Says  Kringel,  "Do-it-yourself  has  be- 
come a  major  hobby.  Black  &  Decker 
is  something  of  a  glamour  company 
these  days."  Lone  Star's  National 
Building  Centers  business  expects 
$300  million  in  sales  this  year,  vs.  only 
$161  million  in  1972. 

All  this  diversification  has  certainly 
made  Lone  Star  bigger.  It  has  not 
necessarily  made  it  more  profitable. 
Its  17  cement  plants,  stretching  from 
the  northeastern  U.S.  via  the  Gulf 
Coast  to  Latin  America,  have  been 
producing  this  year's  gains.  The  rug 
business  is  a  spotty  affair,  up  one 
year,  down  the  next.  "We  had  looked 
at  it  as  a  growth  area,"  admits  Krin- 
gel, "but  we're  reviewing  our  plans." 
He  must  either  pump  in  more  money 
or  sell.  The  land  business  is  about 
holding  its  own,  but  Kringel  has 
stopped  buying  more  land. 

His  National  Building  Centers  this 
year    will    supply    48%    of    sales    and 


Not  Yet.  Wifh  cement  prices  up 
25  %  in  three  years  to  $22  a  ton,  you 
might  think  the  industry  would  be 
expanding  hell  for  leather.  But  Lone 
Star  says  there  will  be  few  new 
plants  until  prices  reach  $30. 
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26%  of  operating  profits.  This  is  bet- 
ter than  it  sounds,  because  the  in- 
vestment in  this  business  is  nothing 
like  that  required  for  cement.  Still, 
future  growth  is  going  to  be  harder 
to  come  by.  "Our  aim  is  to  get  a  6% 
return  on  sales,"  says  Kringel,  "but 
that's  an  ambitious  target.  Everybody 
in  the  world,  including  Sears  and  Kres- 
ge,  is  into  this  business.  We  had  to 
rush  our  expansion  to  establish  a 
beachhead.  Now  we're  constrained 
from  expanding  so  fast  by  a  shortage 
of  management." 

Actually,  Lone  Star's  diversification 
has  worked  better  than  that  of  some 
competitors.  Lehigh  Portland  and 
General  Portland  are  into  furniture 
with  scant  success,  and  Penn-Dixie 
burnt  its  fingers  in  plastics  and  in- 
surance. Cement  does  not  seem  to  be 
an  end  product  that  leads  logically 
into  other  businesses. 

With  one  possible  exception.  Natu- 
ral gas  is  a  major  fuel  for  Lone  Stai* 
cement  plants.  A  few  years  back, 
Kringel  decided  it  would  be  a  good 
idea  for  Lone  Star  to  have  some  gas 
of  its  own  as  a  hedge  against  a  pos- 
sible energy  shortage.  Lone  Star  and 
its  partners  drilled  20  wells  in  New 
Mexico  and  Texas,  and  only  two  were 
dry  holes.  Lone  Star's  reserves  now 
amount  to  20  billion  cubic  feet,  a 
year's  supply.  "We  have  been  hugely 
successful,"  says  Kringel,  who  is  bud- 
geting $4  million  a  year  for  drilling. 

All  in  all,  however,  says  Kringel, 
"We  are  not  making  any  more  ma- 
jor acquisitions." 

Since  cement  is  turning  out  to  be 
where  the  money  is.  Lone  Star  is  now 
ready  to  expand  again.  But  Kringel  is 
taking  an  indirect  approach.  As  he 
points  out,  a  750,000-ton  cement 
plant  would  cost  $50  million  and  yet 
would  return  only  about  $4.5  million 
pretax  at  present  prices;  hardly  an 
exciting  return.  So  Kringel  is  under- 
taking a  joint  venture. 

His  partner  will  be  France's  big 
Ciments  Lafarge,  through  a  Canadian 
subsidiary.  Lafarge  will  put  up  the 
cash,  $30  million,  and  Lone  Star  will 
put  up  two  old  cement  plants  at  Roa-' 
noke,  Va.  and  Birmingham,  Ala.  Using 
the  Lafarge  cash  as  equity  money,  the 
jointly  owned  company  will  expand 
and  modernize  the  Roanoke  plant  and 
build  a  new  one  in  Alabama.  The 
new  venture  will  have  the  effect  of  in- 
creasing Lone  Star's  capacity  by 
about  10%,  but  will  not  burden  its 
balance  sheet  with  debt. 

Having     tried     diversification     and 
found  it  is  no  cure-all,  Jack  Kringel  is  i 
taking    Lone    Star    back    toward    its  I 
original  business.  But  as  befits  a  lead- 
ing company  in  an  industry  that  has  i 
been  burned  by  past  overcxpansion, 
he  is  expanding  cautiously.   ■ 
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It's  from  Forbes! 

This  is  the  messenger  who  will  be  bringing  news  of  a  Forbes  gift  subscription  this  year. 
The  painting,  entitled  "For  the  Squire,"  is  one  of  the  Victorian  treasures  in  the  Forbes 
Magazine  Collection.  It  is  reproduced  in  handsome  color  on  the  announcement  card 
that  will  be  mailed  to  each  recipient  on  your  Forbes  gift  list. 

Forbes,  the  magazine  of  business  and  financial  husbandry  —  is  there  any  squire  you 
know  without  it?  You  can  assure  yourself  a  welcome  in  his  domain  by  sending  Forbes 
in  the  coming  year.  A  single  one-year  gift  subscription  is  $12.  However,  each  addi- 
tional gift  is  only  $10.  There  is  a  two  dollar  saving  on  every  gift  after  the  first  when 
submitted  on  the  same  order. 

Gift  subscriptions  will  start  with  the  big  January  1  Annual  Report  on  American 
Industry  issue.  The  year  will,  of  course,  include  the  May  15  Annual  Directory  issue 
and  the  August  15  Mutual  Fund  rankings  —  24  issues  in  all.  To  order,  return  the 
attached  card  or  send  your  gift  list  to  Forbes,  60  Fifth  Avenue,  New  York,  N.Y  10011. 
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One  1-year  $12 

Each  additional  subscription  $10 

Each  3-year  subscription  $24 

(Pan  American  and  foreign  subscriptions,  please  add  %6  per  year.) 


Initiatives  for  growth  at  Raytheon... 


How  Amana  stays  on  top 

with  the  freezer  on  the  bottom... 


People  open  their  refrig- 
erators 6  times  as  often  as 
their  freezers.  To  reduce 
stooping,  it  makes  sense  to 
have  the  freezer  on  the 
bottom. 

Alert  to  customer  prefer- 
ences, Amana  recently  was 
first  to  reintroduce  the  bottom 
mount  freezer.  And,  while 
competition  plays  "catch-up," 
Amana  is  now  the  only  major 
appliance  manufacturer  to 
offer  all  three  refrigerator- 
freezer  models— with  a  freez- 
er on  the  top,  on  the  bottom, 
and  on  the  side. 

Anticipating  market 
trends  is  an  Amana  trade- 
mark. Amana  was  the  first  to 
market  the  upright  freezer 
and  introduce  such  innova- 


tive features  as  the  vegetable 
crisper  and  meat  keeper  with 
independent  temperature 
controls.  It's  this  response  to 
customer  needs,  backed  by 
a  century-old  tradition  of 
craftsmanship,  that  makes 
Amana  a  "years  ahead"  mar- 
keter. 

Since  merging  with  Ray- 
theon in  1965,  Amana  has  also 
expanded  its  product  lines  in 
heating/air  conditioning  and 
electronic  cooking.  Benefiting 
from  Raytheon  technology, 
Amana  leads  the  growing 
microwave  oven  market. 

With  a  20Vo  annual 
growth  rate  since  1970,  Amana 
expects  to  stay  ahead  of  the 
field  in  a  growing  appliance 
market. 


The  3R's  never  had  it 
so  good 

Young  children  disc 
and  understand  much  m 
than  they  can  read.  This  pi 


ciple  underlies  D.C.  Ili 
new,  "open  end"  Ei 
learning  programs  for  ( 
one  through  six. 


These  programs  include 
58,  recordings,  film  strips, 
self-evaluation  kits  to 
lement  very  lively  texts. 
Heath  today  publishes 
;  3500  active  titles  at  the 
entary,  secondary  and 
ge  levels.  Forty  percent 
lese  titles  are  no  more 
four  years  old. 
This  up-to-date  list  gives 
beon's  publishing  subsid- 
1  solid  position  in  a  large 
cet.  Heath's  total  sales 
increase  by  more  than 
in  1973. 


oix  &  Kress 
isition  strengthens 
seas  position 

Raytheon's  latest  Com- 
Market  acquisition  oper- 
in  a  specialized,  highly 
able  growth  area  in  elec- 
cs. 

Vlagnetic  coils  are  basic 
ictrical  equipment— from 
t  power  generators  to 
'ic  watches.  The  manu- 
re of  high-purity,  pre- 
r-insulated^  magnet  wire 
lese  coils  is  a  fine  art  as 
IS  a  fine  science.  As  their 
r  share  of  the  German 
et  testifies,  Lacroix  & 
excels  at  both.  Since 
sales  for  'this  highly 
vative  company  have 
d. 

"oday,   with  w^orld  de- 
fer Lacroix  &  Kress' 


, 


product  running  ahead  of 
world  supply,  Raytheon's 
newest  subsidiary  is  pointing 
at  the  global  market. 


three  forms  of  overseas  op- 
erations, we  are  aggressively 
increasing  international  sales 
while  strengthening  our  mar- 


Raytheon  launches 
full  production  of 
NATO  Seasparrow 

Following  successful  en- 
gineering development,  Ray- 
theon has  received  a  $107 
million  production  contract 
for  NATO  Seasparrow.  A 
shipboard  air  defense  system, 
NATO  Seasparrow  consists 
of  the  Raytheon-developed 
Sparrow  missile  adapted  for 
shipboard  use,  plus  intricate 
radar,  fire  control,  and  launch- 
ing subsystems. 

As  systems  manager, 
Raytheon  will  oversee  the 
total  program,  which  involves 
selective  subcontracts  in  five 
other-  participating  nations- 
Italy,  Belgium,  Denmark,  The 
Netherlands  and  Norway. 

Few  companies  can 
equal  the  systems  manage- 
ment skills  Raytheon  brings 
to  such  a  complex  project  as 
NATO  Seasparrow.  And  none 
can  match  Raytheon's  experi- 
ence in  shipboard  fire  control 
systems. 

International  sales 
continue  to  climb 

The  world  market  for 
high  technology  products  is 
growing.  It's  a  profitable  mar- 
ket in  which  Raytheon  is  well 
suited  to  compete. 

Since  1968,  more  than 
20Vo  of  our  business  has  been 
international.  Today,  through 


keting  position. 

First,  through  exports, 
incremental  sales  are  aug- 
menting the  profitability  of 
several  Raytheon  domestic 
product  lines,  including  data 
processing  and  marine  equip- 
ment, electronic  components, 
and  major  systems. 

Second,  with  a  dozen 
foreign  subsidiaries  we  are 
broadening  our  product  base 
overseas. 
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Finally,  our  multina- 
tional operations  are  opening 
markets  that  demand  special 
marketing  and  operating  tech- 
niques, particularly  in  energy- 
related  fields.  Sixty  percent  of 
Raytheon's  overseas  business 
is  multinational. 

And  growth  continues  in 
other  areas  as  well.  For  de- 
tails, please  write  for  our 
Third  Quarter  Report.  Ray- 
theon Company,  141  Spring 
Street,  Lexington,  Massachu- 
setts 02173. 


RAYTHEON 
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Crum  &  Forster  built  a  billion 

dollar  business  without  achertising. 

Why  did  they  start  now? 


For  'j^  years,  the  Crum  & 
Forster  Insurance  Compa- 
nies didn't  feel  the  need  to 
advertise. 

And,  they  did  rather  well 
keeping  a  basket  over  their 
light. 

As  a  supplier  of  property 
and  casualty  insurance 
through  independent  agents 
and  brokers,  Crum  & 
Forster  achieved  enormous 
volume  and  a  fine  earnings 
record  with  virtually  no 
advertising. 

Premiums  Net 

Year                   Written  Income 

(000)  (000) 

1970  3530,131  S20,733 

1 97 1  604,025  36,049 

1972  660,797  46,033 

You  might  say  they  were 
the  "Hershey  Bar"  of  the 
insurance  business. 

When  you  get  to  be  a 
major  factor  in  the  insur- 
ance business  without  being 
a  major  advertiser... why 
change  the  game  plan? 

They  have.  Late  in  1972 
they  began  a  dynamic  ad- 
vertising campaign. . .  much 
of  it  in  our  business  maga- 
zines. 

It  was  aimed  at  corporate 
identity. . .getting  the  Crum 
&  Forster  light  out  from 


under  that  basket,  and  on 
their  "retailers!'  Their  in- 
dependent agents. 

But  why?  Obviously 
there's  a  sophisticated  mar- 
keting strategy  behind  it 
all.  But,  briefly,  let's  just  say 
they've  wisely  decided  to 
test  the  wisdom  of  one  of 
advertising's  most  ancient 
axioms. 

You  know  the  one  -  show 
me  a  product  that  sells 
without  advertising  and  I'll 
show  you  a  product  that 
sells  better  with  advertising. 

It's  too  early  to  jump  or 
even  hop  to  any  conclusions, 
of  course.  But  already  the 
effects  of  the  new  campaign 
look  "very  encouraging!' 
Crum  &  Forster  manage- 
ment reports  widespread 
and  favorable  comment 
from  all  of  their  targets... 
including  the  independent 
agents.  We're  not  surprised. 

The  new  Crum  &  Forster 


campaign  is  penetrating  ad- 
vertising. ' 

Penetrating  because  of  its 
ability  to  grab  readers. 

Penetrating,  too,  because 
in  our  business  magazines, 
it's  got  a  lot  of  important 
readers  to  grab. 

Like  board  chairmen, 
company  presidents,  vice 
presidents  (Sr.'s  and  Jr.'s), 
treasurers,  comptrollers, 
prospective  agents,  current 
agents,  security  analysts, 
investment  counselors... 
virtually  every  kind  of 
decision-maker  whose  de- 
cisions can  make  life  rosier 
for  Crum  &  Forster. 

Some  people  think  the 
close  tie  between  business 
success  and  business  adver- 
tising is  just... coincidence. 
Crum  &  Forster  doesn't 
accept  that  at  face  value. 
We  hope  you  don't  either. 


^FORBES 
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Faces  Behind  the  Figures 


Arnie  Smithes  IMemesis 

When  James  E.  Smith  became  the 
23rd  Comptroller  of  the  Currency  in 
June,  there  were  real  doubts  about 
the  agency's  ability  to  regulate  4,600 
national  banks  and  their  60%  of  the 
nation's  commercial  bank  assets. 

Then  the  situation  took  a  turn  for 
the  worse.  The  U.S.  National  Bank  of 
San  Diego,  run  by  President  Nixon's 
political  godfather,  C.  Arnholt  Smith, 
was  in  trouble.  The  Comptroller  first 
tried  to  save  the  bank,  and  finally,  in 
October,  arranged  the  sell-oflF  of  most 
of  the  $1.2-billion  giant.  For  Arnholt 
Smith  there  were  fraud  charges.  For 
Comptroller  Smith  there  was  general 
applause. 

Yet  the  doubts  continue  to  hang 
over  the  Comptroller's  oflBce.  How 
could  such  a  disaster  have  happened? 
And  what  can  be  done  to  prevent  sim- 
ilar ones? 

"It's  a  cliche  to  say  there  have  been 
fundamental  changes  in  banking  in 
the  last  ten  years;  bank  holding  com- 
panies, foreign  branches,  electronic 
transfers  and  new  liability  manage- 
ment practices,  to  name  a  few,"  Smith 
says.  "What  we  need  to  do  is  set  up 
a  mechanism,  a  special  office  inside, 
to  spot  and  track  these  developments 
and   give   the   examiner   in   the   field 


more  guidance  on  what  to  look  for. 
I  don't  think  the  answer  is  simply 
more  manpower;  we  use  150  examin- 
ers on  a  bank  like  Chase  Manhattan 
now,  and  I  don't  think  300  would  be 
twice  as  good." 

Jim  Smith,  43,  was  a  protege  of 
Charls  E.  Walker,  former  director  of 
the  American  Bankers  Association  and 
later  Under  Secretary  of  the  Treasury. 
Smith  became  Treasury's  legislation 
salesman  and  won  his  own  spurs  in 
such  skirmishes  as  tax  reform  and  the 
Lockheed  loan.  By  the  time  Walker 
was  forced  out  this  spring,  Smith  had 
developed  his  own  power  base  both 
in  the  Nixon  Administration  and 
among  key  congressmen. 

"One  point  I  have  to  keep  repeat- 
ing is  that  while  we  have  to  make 
changes  in  the  way  we  regulate,  the 
San  Diego  bank  case  is  not  typical 
of  the  situation  we  face  in  the  bank- 
ing industry  today,"  Smith  argues.  "For 
one  thing,  the  USNB  was  almost  to- 
tally controlled  by  one  man.  And  then, 
the  trouble  developed  rather  quickly. 
The  big  slug  of  bad  loans  went  out 
between  our  1971  and  mid- 1972  ex- 
aminations. Even  then,  we  could  have 
kept  the  bank  afloat  with  Federal 
Deposit  Insurance  Corp.  help.  But  that 
would  have  unjustly  enriched  the  man 
responsible  for  the  bank's  troubles. 


Comptroller  of  the  Currency  Smith 


"Of  the  100  banks  that  are  also  un- 
der our  close  watch,  nearly  all  are 
small.  Many  of  them  are  minority- 
owned  and  most  of  the  problems  are 
management  problems,"  he  adds. 

Smith  is  saying  that  he  doesn't 
see  more  failures  developing  like  the 
one  in  San  Diego,  and  that  he  is  going 
to  be  an  activist,  not  a  passivist,  in 
dealing  with  future  problems.   ■ 


The  Real  Savings 

Okay,  you've  turned  down  the  ther- 
mostat, you're  driving  slower  these 
days.  What  will  it  accompUsh?  "A 
drop  in  the  bucket— marginal,"  says 
President  Thomas  J.  O'Boyle  of  Trans 
Union  Corp.'s  smallish  ($75-million 
sales)  Ecodyne  subsidiary,  a  maker 
of  water  treatment  equipment. 

Is  O'Boyle  telling  us  chilblains  and 
slower  traffic  are  all  in  vain?  Not  at  all. 
All  energy  has  to  be  conserved.  But 
private  and  commercial  energy  con- 
sumption is  \a  "minor  portion  of  the 
total,"  less  than  25%  of  the  total  en- 
ergy consumption  in  the  U.S.,  35%  if 
you  throw  in  private  transportation. 

The  factories  and  the  utilities, 
where  70%  of  our  gas  and  nearly  60% 
of  all  fuels  are  consumed,  are  where 
the  real  savings  must  be  made, 
O'Boyle  goes  on.  They  guzzle  some 
10.5  million  barrels  of  fuel  a  day. 
"Clearly,"  O'Boyle  adds,  "any  solution 
to  the  so-called  energy  crisis  Lies  with- 
in the  collective  action  of  industries 
and  utilities."  How  would  O'Boyle 
save  energy  without  shutting  down 
assembly  lines  or  banking  the  fires  un- 


der electric  utility  boilers?  With  the 
technology  already  in  widespread  use 
today,  tried  and  tested,  he  says.  That 
technology  could  save  up  to  25%  of 
industrial  and  utility  fuel  consumption, 
over  2  million  barrels  a  day,  without 
turning  off  lights  or  firing  workers. 

The  bulk  of  the  fuel  savings  would 
come  from  recycling  waste  heat  now 
exhausted  in  the  gases  coming  out  of 
smokestacks  or  in  Uquids  discharged 
from  many  plants.  A  whole  range  of 
equipment  is  available  to  recover  such 
heat  and  use  it  to  preheat  other  fuels 
or  process  liquids.  Any  heat  so  saved 
cuts  fuel  consumption. 

General  Electric,  for  one,  he  points 
out,  cut  fuel  consumption  by  some 
25%  at  its  Kentucky  glass  works,  by 
instaUing  heat-recycling  equipment, 

M  the  equipment  is  so  widely  avail- 
able, why  hasn't  it  been  put  in  place 
long  ago?  Just  because,  up  to  now, 
energy  has  been  plentiful  and  fuel 
too  cheap  to  justify  the  investment. 
What  O'Boyle  is  saying  is  that  from 
here  on,  fuel  will  be  too  expensive  to 
defer  it.  Which  would  be  just  great 
for  O'Boyle's  Ecodyne.  It  just  happens 
to  produce  such  equipment  itself.  ■ 
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Faces  Behind  the  Figures 
Tough  Taskmaster 

Who  will  get  the  job  of  managing 
Harvard  University's  $1.4-biIlion  en- 
dowment? That's  what  Harvard  Trea- 
surer George  Putnam  keeps  asking 
himself  as  he  sifts  through  stacks 
of  resumes  of  people  who  want  to 
head  the  new  Han'ard  Management 
Co.  Boston's  State  Street  Research 
&  Management  had  watched  over 
Harvard's  millions  for  the  past  25 
years  for  a  measly  $100,000  a  year 
fee  {vs.  the  $3-million-plus  that  would 
normally  be  paid).  But  when  State 
Street  President  George  Bennett  quit 
as  Harvard's  treasurer  last  June,  he 
suggested  that  Harvard  manage  the 
endowment  itself. 

And  George  Putnam,  who  is  also 
president  and  chairman  of  Boston's 
$2-billion  Putnam  Group  of  funds, 
has  some  opinions  about  that. 

"Very  few  common  stocks  can  jus- 
tify their  existence  unless  they  pro- 
vide growth,"  he  says.  "Now  it's  vei-y 
hard  for  me  to  see  the  total  return 
[yield  plus  growth]  on  General  Mo- 
tors being  high  enough  to  be  competi- 
tive with  a  bond,  for  example." 

That  should  make  GM  feel  warm 


Putnam  of  Harvard  University 


all  over.  Harvard  at  midyear  owned 
$18-million  worth  of  GM  stock. 

"Can  utilities  grow  at  8%  a  year?" 
Putnam  goes  on.  "The  business  will, 
but  I'm  not  sure  the  earnings  will." 
Hai-yard  at  midyear  owned  some  $89- 
million  worth  of  utility  stocks. 

"And  Harvard  is  not  likely  to  invest 
in  companies  that  are  not  good  cor- 
porate citizens."  Example?  "A  lot  of 
ITT's  benefits  have  come  from  ad- 
vantages that  may  not  be  available 
to  it  tomorrow,"  says  Putnam. 

Putnam  also  wants  to  see  "imagi- 
native" investing  from  his  new  money 
man.  "Maybe  we  ought  to  do  some 
real  estate  investing,"  he  says. 

To  keep  the  new  money  man  on 
his  toes,  Putnam  plans  to  measure  his 
performance  against  the  Standard  & 
Poor's  500  stock  index,  and  give  three 
money  managers  {not  including  the 
Putnam  Group)  $100  million  each 
to  invest.  Depending  on  their  perfor- 
mance and  advice  he  may  give  them 
more  money  or  take  some  away. 

His  object:  to  equal  the  8%-9%  that 
bonds  pay  these  days.  He  wants  4% 
of  that  in  cash  (some  $55  million) 
for  university  expenses.  The  rest  would 
stay  in  to  swell  the  fund.  ■ 


Edo  of  Mitsui  Trading 


Looking  Elsewhere 

Americans  may  think  that  U.S.  land 
prices  are  soaring,  but  by  Japanese 
standards  they  are  flat  as  a  tatami 
mat.  "In  Japan  everybody  wants  to 
speculate  in  land,"  says  Hideo  Edo, 
at  72  the  elder  statesman  of  $14.9- 
billion  Mitsui  Trading  and  president 
of  Mitsui's  real  estate  subsidiary. 
Japanese  land  prices,  he  explains, 
have  multiplied  23-fold  since  1960 
and  now  account  for  80%  of  the  price 
of  a  home. 

Since  Mitsui  is  the  largest  land  de- 
veloper in  Japan  (it  owns  4,286 
acres  on  the  crowded  islands  and 
does  a  real  estate  volume  of  $286 
million),  Hideo  Edo  ought  to  be  sit- 
ting pretty,  right? 

Wrong,  says  Edo.  In  April  Mitsui 
and  other  large  developers  were  sum- 
moned before  the  Japanese  parlia- 
ment and  obliged  to  make  formal 
apologies  for  causing  "inconve- 
niences." Translation:  high  land 
prices.  In.  addition,  Mitsui  was  re- 
quired to  sell  a  substantial  chunk  of 
its  holdings  to  the  Ministiy  of  Con- 
struction. As  for  the  future,  no  fur- 
ther bank  loans  may  be  made  to  real 
estate  developers,  a  70%  capital  gains 
tax    will    be   paid   on    all    real    estate 


sales,  and  permission  must  be  grant- 
ed from  local  authorities  prior  to  any 
new  land  purchases. 

What  really  hurt  was  the  freeze  on 
bank  loans.  Even  more  than  most  de- 
velopers, Mitsui  works  on  other  peo- 
ple's money:  Some  $500  million  in 
short-  and  long-term  debt  balanced 
precariously  on  a  tiny  $32  million  in 
stockholders'  equity. 

Still,  elder  statesman  Edo  shouldn't 
complain  too  much.  He  puts  even 
Manhattan's  landlords  to  shame.  In 
its  34  office  buildings  in  Central  To- 
kyo, Mitsui  demands  and  gets  a  six- 
month  rental  "deposit"  plus  "guarantee 
money"  of  $60  a  square  foot.  Last 
year,  such  "guarantees"  alone  totaled 
$78  million  on  Mitsui's  balance  sheet. 

So  what  is  Edo  going  to  do  about 
it?  He's  going  to  go  where  land  price's 
are  lower:  like  Brazil,  Singapore,  Aus 
tralia,  Thailand— and,  of  course,  the 
U.S.  Already  Edo  is  at  work  on  an 
industrial  park  in  Florida  and  a  resi 
dential  development  in  Hawaii.  He 
is  looking  about  for  more. 

He  knows  he'll  have  to  work  fast. 
It's  only  a  matter  of  time  before  he'll 
encounter  similar  restrictions   in   Ha 
waii    (FoHHES,  Nov.   75),    Australia 
and  one  day,  perhaps,  the  continen 
tal  U.S.  as  well.    ■ 
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Clark  Oil's  earnings 

in  the  first  nine  months  of  1973 

more  than  doubled  any  other 

comparable  nine  month  period 

in  our  40  year  history. 


We're  the  largest  independent  marketer-refiner 
in  the  Midwest.  Our  net  income  for  the  first  nine 
months  of  1973  was  $22,413,000,  or  $3.15  per 
share  of  common  stock.  Clark's  rate  of  return 
on  stockholder  equity  for  the  nine  months  was 
about  24  per  cent. 

Record  high  refinery  output  and  product  sales 
brought  about  by  a  growing  demand  for  all  pe- 
troleum products  has  led  to  a  generally  healthy 
profit  growth  throughout  the  oil  industry  in  1973. 
With  our  historically  strong  position  in  market- 
ing and  refining,  Clark  is  especially  suited  to 
the  intensified  importance  of  these  "down- 


1968   1969    1970    1971    1972   1973 

NINE  MONTH  PROFITS    (  'o"f  dollars'  ) 

stream"  operations  as  profit  producers.  While 
we  certainly  do  not  expect  pyramiding  profit 
increases  with  each  succeeding  quarter  —  in- 
creasing crude  oil  costs  and  other  rising  costs 
will  see  to  that  —  we  do  foresee  an  extended 
period  of  very  strong  demand  for  petroleum 
products  and  maximum  refining  operations. 


As  everyone  realizes,  oil  is  big  business.  The 
volumes  produced  and  sold  are  huge,  and  large 
capital  expenditures  are  required  to  keep  pace 
with  the  growing  demand  for  products.  At  Clark 
we  are  currently  doubling  the  capacity  of  one 
of  our  two  refineries  as  well  as  adapting  the 
processing  units  to  new  requirements  of  non- 
domestic  oil  while  satisfying  environmental 
standards.  Aggressively  searching  for  new  oil 
and  gas,  we  are  conducting  an  extensive  ex- 
ploration and  production  program  in  promising 
areas  offshore  Louisiana  and  in  the  Canadian 
Arctic  Islands.  (Incidentally,  some  of  our  nat- 
ural gas  discoveries  in  the  Gulf  should  begin 
to  pay  dividends  next  year.)  As  we  have  men- 
tioned, crude  oil  costs  are  increasing  as  the 
world's  producing  nations,  principally  in  the 
Middle  East,  now  hold  the  upper  hand. 

Our  challenge  is  not  only  to  meet  these  ex- 
penses, along  with  other  rising  costs  of  doing 
business,  and  to  provide  high  quality  products 
for  our  customers,  but  also  to  generate  a  satis- 
factory level  of  earnings  for  our  investors. 

We  have  quite  a  story  to  tell:  about  our  com- 
pany's marketing  growth  from  a  single  service 
station,  about  our  two  refineries,  our  transpor- 
tation network,  petrochemical  activities,  crude 
oil  position,  exploration  and  production,  and, 
of  course,  the  prospects  ahead  of  us. 


Write  for 

a  copy  of 

Clark's 

Corporate  Profile. 


CLARK  OIL  &  REFINING  CORPORATION 

8530  W.   NATIONAL  AVENUE 

MILWAUKEE,  WISCONSIN  53227 


This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


Not  a  New  Issue 


November  9, 1973 


1,500,000  Shares, 


3IY] 

hH  COmPANY 

Minnesota  Mining  and  Manufacturing  Company 


Common  Stock 

(without  par  value) 


Price  $84,875  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  underwriters,  including 
the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

Incorporated 


Goldman,  Sachs  &  Co. 


Piper,  Jaffray  &  Hop  wood 

Incorporated 


Morgan  Stanley  &  Co.         The  First  Boston  Corporation  Lazard  Freres  &  Co.         Lehman  Brothers 

Incorporated  Incorporated 

Blyth  Eastman  Dillon  &  Co.        Drexel  Bumham  &  Co.  duPont  Walston        Halsey,  Stuart  &  Co.  Inc. 

Incorporated                       Incorporated  Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


£.  F.  Hutton  &  Company  Inc. 

ated 

Loeb,  Rhoades  &  Co. 

Incoi 

Reynolds  Securities  Inc.  Salomon  Brothers 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.,  Inc. 


Kuhn,  Loeb  &  Co. 


Dean  Witter  &  Co. 

Incorporated 


Dain,  Kalman  &  Quail 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 

White,  Weld  &  Co. 

I  ncorporated 

Shearson,  Hammill  &  Co. 

Incorporated 


Faces  Behind  the  Figures 


On  the  Rebound 


Essex  International  left  three  large 
partners-to-be— Cerro,  Northwest  In- 
dustries and  Noranda  Mines— all  stand- 
ing at  the  altar.  Then  Essex  itself 
was  jilted  by  a  fourth— U.S.  Plywood- 
Champion  Papers.  So  Essex'  58-year- 
old  chairman,  Walter  F.  Probst,  an- 
nounced he  was  through  with  cor- 
porate marriage  deals.  But  now,  says 
Probst,  "getting  to  know  Harry  Gray 
and  the  people  at  United  Aircraft  real 
well  has  changed  that  notion." 

Essex,  a  leading  maker  ($696-mil- 
lion  sales)  of  electrical  wire  and  com- 
ponents for  the  auto  industry,  and 
United  ($2-billion  sales),  primaiily  a 
producer  of  aircraft  engines,  said  sud- 
denly they  would  tie  the  knot  as  soon 
as  shareholders  and  the  Internal  Rev- 
enue Service  approve.  Gray,  a  former 
Litton  Industries  whiz  kid  and  now 
both  United's  chairman  and  presi- 
dent, had  gone  to  Probst  after  being 
jilted  by  another  would-be  partner, 
the  Signal  Cos.,  following  a  dispute 
over  the  value  of  Signal's  North  Sea 


oil  reserves.  For  Essex,  whose  book 
value  is  $212  milUon,  Gray  is  willing 
to  issue  $400  miUion  of  a  new  con- 
vertible preferred,  which  would  give 
Essex  shareholders  a  33%  premium 
above  the  Fort  Wayne,  Ind.  compa- 
ny's recent  market  price  of  15. 

Why  can  Gray  be  so  generous? 
Essex  offers  access  to  automotive  and 
utilities  markets  that  United  has  long 
been  eyeing  in  a  desire  to  break  free 
of  dependence  on  government  engine 
contracts.  Also,  United  needs  cash  to 
finance  development  of  advanced  en- 
gines (Forbes,  Oct.  15).  Essex  Inter- 
national has  both  a  solid  cash  flow  of 
almost  $50  million  and  a  nest  egg 
of  $73  million  in  cash  and  market- 
able securities. 

This  time  Probst  feels  he'll  make  it 
all  the  way  to  the  altar.  Some  40%  of 
Essex'  17.7  million  shares  are  held  in- 
side, with  Probst  himself  owning  al- 
most 10%.  In  fact,  the  deal  will  make 
Probst  and  associates  United's  largest 
group  of  shareholders.  They'll  have 
15%  of  the  combined  common,  with 
Probst  holding  4%.  ■ 


Probst  of  Essex  International 


It's  Mutual 

The  most  powerful  man  in  Holly- 
wood hates  Wall  Street.  He's  Freddie 
Fields,  whose  Creative  Management 
Associates  acts  as  manager  for  some 
50  Hollywood  household  words  (sam- 
ples: Liza  Minelli,  Robert  Redford, 
Ali  McGraw).  Talent  agents  are  the 
latest-model  movie  mogul,  whose  stars 
can  turn  tripe  into  a  box-office  smash. 
So  it  burns  Fields  that  he  doesn't  rate 
with  investors.  "The  investment  com- 
munity is  fraudulent,"  he  cries.  "They 
grab  the  money  and  run.  A  security 
analyst  who  wants  to  talk  to  me  has 
got  to  put  it  in  blood." 

What's  Fields's  gripe?  First,  the 
1969  market  crash:  It  had  the  gall  to 
happen  only  a  year  after  CMA  was 
listed  on  the  Amex.  "I  never  got  the 
benefit  of  ^  the  go-go  years  of  the 
1960s,"  he  complains.  Then  the  mean 
old  security  analysts  put  him  down 
because  he's  an  agent:  "Agents  are 
always  portrayed  as  guys  with  big 
cigars  who  pinch  girls'  fannies  and 
carry  actors'  golf  clubs." 

Still  worse  was  the  fate  of  Fields- 
instigated  Fir'st  Artists  Production  Co., 
founded  by  four  of  his  superstar  cli- 
ents (Streisand,  McQueen,  Newman 
and  Poitier).  First  a  skeptical  Forbes 
story  {Jan.  15,  1972)  "knocked  $10 
ofiF  the  offering  price,"  fumes  Fields. 
Then     underwriter     Hayden     Stone 


"suddenly  disappeared.  They  kept 
none  of  their  promises  about  what 
they'd  do  for  the  stock." 

That  didn't  keep  First  Artists'  stock 
from  having  a  run-up  from  the  $7.50 
offering  price  to  22.  Now  it's  down  to 


2,   and   CMA   common  recently   sold 
at  5,  vs.  a  1968  high  of  26. 

No  wonder  Freddie  Fields  mistrusts 
the  investment  community.  The  sim- 
ple fact  seems  to  be  that  the  invest- 
ment community  also  mistrusts  him.  ■ 


Fields  of  Creative  Management 
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The  Funds 


Good  l\lei/vs— Soon 

Far  from  the  panicky  crowd  on 
Wall  Street,  50  miles  up  the  Hudson 
River  to  be  exact,  42-year-old  John  L. 
Schroeder  has  been  making  his  mark 
on  the  four  Axe  funds  ($377  million 
in  assets):  Axe  Houghton  Fund  A; 
Axe  Houghton  Fund  B;  Axe  Hough- 
ton Stock  Fund;  Axe  Science  Corp. 

Just  two  years  ago  Schroeder,  a 
scholarly  type,  joined  Axe  as  research 
director.  He  became  president  of 
E.W.  Axe  just  five  months  ago.  He 
took  over  from  the  elderly  disciples 
of  the  fundamentalist  Emerson  W. 
Axe  (Forbes,  Oct.  1,  1972). 

What's  different  now  that  you  are 
president?  we  asked  Schroeder,  who 
inherited  funds  that  performed  un- 
usually well  in  bull  markets,  unusually 
poorly  in  bear  markets.  "I'm  embar- 
rassed to  admit  it,  but  we  are  sitting 
with  $100  million  in  certificates  of 
deposit  yielding  upwards  of  9.5%,"  he 
said.  "Our  typical  position  is  to  be 
80%  in  common  stocks,  but  we  are 
less  than  50%  now." 

Schroeder  explained  that  he  kept 
the  Axe  funds  conservative  through 
1972,    then   really   built   up    reserves 


after  last  January.  "We  liquidated  our 
high-multiple  stocks:  for  example— a 
medium-quality  stock  where  its  mul- 
tiple is  more  than  double  its  growth 
rate.  But  the  major  point  isn't  what 
we  sold.  It's  what  we  have  not 
bought.  It's  unique.  It's  not  often  you 
can  get  high-quality,  highly  liquid < 
paper  yielding  close  to  10%  when  the 
outlook  for  the  stock  market  is  un- 
certain. CDs  have  been  the  invest- 
ment opportunity  of  the  year." 

Then  you're  negative  about  stocks? 
"No,  no,"  answered  Schroeder.  "We'll 
invest  when  we  are  more  confident, 
when  the  new  bull  market  starts— 
probably  the  first  of  next  year. 

"The  outlook  for  stocks  over  the 
next  decade  is  very,  very  bullish." 

Schroeder  sees  a  checking  of  infla- 
tion. "We  see  a  recession  next  year, 
and  that's  good  news,  because  that 
will  help  hold  prices  down.  More  im- 
portant, there  is  more  awareness  now 
among  public  and  government  officials 
that  inflation  must  be  curbed  on  the 
supply  side— not  by  price  controls. 
This  means  a  growing  consciousness 
that  the  return  on  investment  must 
be  increased." 

What  makes  Schroeder  so  sure  of 


this  change  in  the  business  environ- 
ment? "Because  everyone  will  under- 
stand that  business  needs  profit  in- 
centive. They  will  realize  no  oil  re- 
finery has  been  buUt  in  the  U.S.  in 
the  last  few  years  because  the  oil 
industry  lacked  incentive.  So  now  we 
have  a  fuel  shortage.  In  paper,  you 
see  the  same  thing.  Their  return  didn't 
justify  new  capacity,  so  now  we  have 
a  paper  shortage,  and  so  it  goes. 
These  shortages  lead  to  a  better  un- 
derstanding of  how  necessary  a  high 
return  is  to  keep  business  expanding. 

"After  all,  why  should  a  business- 
man expand  a  plant  if  he  can  make 
only  10%,  considering  all  the  risk, 
when  he  can  make  almost  that  much 
m  CDs  and  take  no  risk  at  all?  Every- 
one will  understand  this.  It  will  be  a 
great  decade— a  great  bull  market." 

One  group  Schroeder  remains  neg- 
ative on  is  the  autos.  Not  because  of 
the  Arab  shut-off  of  oil,  but  because 
he  thinks  the  companies  have  been 
too  inflexible,  too  unwilling  to  change 
with  the  needs  of  their  customers. 

Does  Schroeder  expect  the  market 
to  fall  a  great  deal  more?  No,  but 
with  such  high-yielding  CDs,  he's  in 
no  huny  to  buy  stocks. 


A  Rose  wvith  Thorns 

It  has  been  about  a  year  since  Ja- 
pan's Ministry  of  Finance  gave  the 
green  light  for  the  sale  of  American 
mutual  funds  to  Japanese  nationals. 
What  is  it  like  selling  American  mu- 
tual funds  in  Japan?  Not  easy. 

To  date,  Dreyfus,  Investors  Diver- 
sified Services,  Keystone,  Merrill 
Lynch,  Fidelity  Management  and  Cal- 
ifornia's Capital  Research  &  Manage- 
ment have  gone  in  or  are  going  in. 

In  Japan,  you  must  work  through 
a  "partner,"  one  of  the  Big  Four  Jap- 
anese brokerage  houses,  Nomura,  Nik- 
ko,  Daiwa  and  Yamaichi.  These  are 
the  very  same  people  who  sell  90% 
of  Japan's  mutual  funds  and  who  to- 
gether have  a  dozen  international 
funds  trading  in  American  securities. 

The  initial  cost  of  the  red  tape 
for  entering  Japan  usually  runs  around 
$150,000  for  American-based  funds; 
annual  recurring  costs  come  to  an- 
other $50,000.  "Which  means  you 
need  to  sell  at  least  $20  million  worth 
of  shares  to  make  money  in  this  mar- 
ket," says  IDS'  Senior  Portfolio  Man- 
ager Eugene  Sit,  who  led  IDS'  entry 
into  Japan. 

The  thorns  for  Americans  don't 
end  with  the  initial  offering:  The  Jap- 


anese investor  has  a  reputation  for 
volatility,  in  part  because  the  Japa- 
nese Dow  average  has  jumped  244% 
in  the  past  ten  years,  vs.  21%  for  the 
U.S.  Dow,  and  in  part  because  the 
Japanese  investor  is  not  subject  to  a 
capital  gains  tax.  "Our  new  fund  has 
performed  quite  well,"  complains  Fi- 
delity's Vice  President  Albert  Francke, 
"but  we've  had  far  more  redemptions 
than  we  anticipated."  So  have  Drey- 
fus and  Keystone  S-4. 

Which  is  why  IDS  strove  for  the 
kind  of  agreement  it  eventually  made. 
It  pays  Yamaichi  a  continuing  fee  to 
supervise  accounts  after  they  are  sold 
—providing  an  incentive  for  the  bro- 
ker to  persuade  the  client  not  to 
switch:  "When  the  Japanese  [brokers] 
looked  abroad,  many  were  hoping  to 
sell  maybe  one  fund  this  month,  and 
six  months  later  another  fund.  This 
type  of  philosophy  was  very  much  at 
odds  with  what  we  wanted,"  says  Sit. 

U.S.  funds  start  off  in  Japan  with  a 
block  offering  and  are  then  theoret- 
ically sold  on  a  continuous  basis,  as 
they  are  in  the  U.S.  However,  the 
Japanese  version  of  "continuous  sell- 
ing" has  turned  out  to  be  something 
quite  different.  "A  salesman  over  there 
pushes  two  or  three  securities  at  a 
time.   If  you're  not  on  that  list,  you 


go  nowhere,"  says  one  mutual  fund 
executive.  After  completing  the  regis- 
tration process,  Dreyfus  and  its  Jap- 
anese partner  have  been  sitting  on  a 
second  block  of  shares  since  July. 

Is  it  worth  all  the  effort?  U.S.  fund- 
men  say  yes.  "The  demand  is  there," 
says  Sit.  IDS  is  i-umored  to  be  ready- 
ing another  New  Dimensions  offering. 
"The  lis.  is  attractive  to  the  Japa- 
nese because  it  is  large  and  stable," 
says  Dreyfus  General  Counsel  Law- 
rence Greene.  Sit  estimates  that  there 
arc  $500  million  worth  of  foreign 
secuiitios  held  by  Japanese  investors  I 
directly  or  indirectly,  and  he  believes 
that  niunber  could  double  or  even 
triple  in  a  couple  of  years. 

Of  course,  U.S.  fundmen  recognize 
that  the  Japanese  decision  to  let  them 
in  was  prompted  by  the  imbalance  of 
payments  between  the  two  countries. 
Conceivably,  the  Ministry  of  P'inancc 
might  one  day  decide  to  lower  the 
boom  on  the  American  funds. 

"It's  a  possibility  we  ha\'en'l  over- 
looked," says  Capital  Research's  Vice 
President  James  Ratzlaff.  But  his  at- 
titude and  others'  are  aptly  smnmed 
up  by  Keystone  General  Counsel 
Franklin  Johnson.  "In  these  times  of 
net  redemptions  in  the  U.S.,  it's  nice 
to  sell  $20  million  at  a  lick."  ■ 
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Poioer  sweep,  draw  or  &nd  aroundl  * 


How  to  teach  your  son 
the  ins  and  outs  of  pro  footbalL 


•  •# 'TU  fetJififl^csosi'iir 


Get  the  1973  NFL  Playbook  from 

the  American  Express  Company 

foronly$3.00« 

Here's  a  fabulous  new  book  that  reveals  some  of  the 

most  valuable  secrets  of  the 

game.  It's  based  on  actual  NFL 

Playbooks  — books  so  valuable 

they  must  be  locked  up  before 

and  after  every  game. 

This  book,  never  before 
available  to  the  public,  con- 
tains 5  sections  protected 
by  a  heavy-duty  three- 
ring  binder 

Here's  what  you  get: 

Section  1:  Offense 

The  8  basic  formations  explained  including  the  red, 
blue,  brown,  and  I  slot  Key  passing  patterns  from 
the  flare  and  flag  to  the  hitchout  and  curl.  Offensive 
blocking:  the  trap,  scissors,  double  team,  etc.  How  to 
change  signals  after  the  huddle. 

Section  2:  Defense 

The  3  dimensions  of  defense:  the  front  four,  line- 
backers and  deep  backs.  What  they  do  and  why 
Important  stunts  explained.  Secrets  of  zone  defenses, 
including  Miami's  Super  Bowl  53  zone.  Tendency 
charting:  hOw  the  computer  is  sharpening  the  game. 

Section  3:  Special  Teams 

Diagrammatic  descriptions  of  the  special  units  that 
account  for  25  percent  of  all  plays:  the  kickoff  and 
kick  return  units,  the  punt  and  punt  return  units, 
field  goal  unit.  How  each  unit  functions.  TTie 
nuances  of  the  kicking  game. 


Section  4:  Strategy 

Secrets  of  creating  a  top-notch  team.  How  to  organize 
a  47-man  roster.  The  coaching  and  support  staffs:  how 
to  develop  them.  Running  an  effective  training  camp. 
What  happens  in  the  key  hour  before  the  game  and 
at  half-time.  Theories  of  the  26  NFL  coaches. 

Section  5:  Rules 

The  six  officials  and  their  responsibilities. 
Positioning  of  officials  on  special  plays.  Plus 
a  special  digest  of  the  Official  NFL 
Rulebook  —  never  before  available  to  the 
public.  Explains  the  do's  and  don'ts  of 
the  game  in  clear,  concise  language 
your  son  will  easily  understand. 

How  to  get  the  NEL  Playbook 

Look  for  the  NFL  display  You'll  find  it  at  participating 
restaurants  in  this  area  that  honor  the  American  Express 
Card.  Pick  up  an  order  form  and  send  in  $3.00  for  each 
copy  you  want 

If  you  apply  for  the  American  Express  Card  at 
the  same  time,  you  get  the  NFL  Playbook  for  only 
$2.00. 


And  if  you're  already  an  American 
Express  Cardmember,  you  pay  only  $2.00. 
(Be  sure  to  include  a  receipt  of  charge.) 
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Watch  the  American  Exlness  "NFL  Playbook"  show  at  hcdf-time  on  all  CBS  NFLf(H>tball  frames  thh  scMon. 


NEW  ISSUE 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


$75,000,000 


,  INC. 


7%%  Sinking  Fund  Debentures  Due  November  1,2003 


Price  99-50% 

plus  accrued  interest,  if  any,  from  November  15, 1973 


Copies  of  the  Prospectus  may  be  obtained  in  any  state  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


BIyth  Eastman  Dillon  &  Co. 

Incorporated 

Drexel  Bnrnham  &  Co.  ^ 

Incorporated  ^ 

Halsey,  Stuart  &  Co.  Inc. 


Lazard  Freres  &  Co. 
The  First  Boston  Corporation 


Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 


E.  F.  Button  &  Company  Inc. 

Loeb,  Rhoades  &  Co. 


duPont  Walston 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Knhn,  Loeb&  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers 


Lehman  Brothers 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 

Smith,  Barney  &  Co.       Stone  &  Webster  Securities  Corporation      Wertheim  &  Co.,  Inc. 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co.  Bear,  Stearns  &  Co. 

Incorporated 

W.  H.  Morton  &  Co.  Shearson,  llammill  &  Co. 

Incorporated  Incorporated  Incorporated 

ABD  Securities  Corporation  Basle  Securities  Corporation  .1.  C.  Bradford  &  Co. 


Incorporated 

A.  G.  Becker  &  Co. 


Alex.  Brown  &  Sons      Clark,  Dod^e  &  Co.     F.  Eberstadt  &  Co.,  Inc.      Hallj^arten  &  Co. 

Incorporated 

Harris,  Upham  &  Co.  Hayden  Stone  Inc.  W.  E.  Button  &  Co. 

Incorporated 

Ladenburg,  Thalmann  &  Co.  Inc.  Model,  Roland  &  Co.,  Inc. 

F.  S.  Moseley,  Estabrook  Inc.     New  Court  Securities  Corporation      .lohn  Nuveen  &  Co. 

Incorporated 

R.  W.  Pressprich  &  Co.  L.  F.  Rothschild  &  Co. 

Incorporated 

Shields  Securities  Corporation  SoGen-Swiss  International  Corporation 

Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.  UBS-DB  Corporation 

G.  H.  Walker,  Laird  Warburg-Paribas,  Inc.  Wood,  Struthers  &  Winthrop  Inc. 

Incorporated 

November  9,  1973 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ot  Industrial  Production) 

•  What  \/olume  of  hard  goods  are  we  ordering? 
(Dept.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 

ByLO.  Hooper 


Something  Old, 
Something  New 


This  column  has  been  discussing  the 
coming  energy  crisis  for  more  than  a 
year.  The  mistake  it  has  made  has 
been  to  regard  the  problem  as  some- 
thing gradual  and  mild  rather  than 
violent  and  tough.  There  was  a  real 
energy  crisis  even  before  the  Middle 
East  War;  but  the  war  and  its  after- 
math have,  made  it  such  a  big  thing 
that  it  UQW  overshadows  all  other 
economic  factors. 

With  something  like  15%  or  17%  of 
America's  suppUes  of  petroleum 
abruptly  shut  off  in  an  Arab  power 
play,  we  suddenly  do  not  have  enough 
oil  to  keep  our  homes,  factories  and 
schools  warm  this  winter;  far  less  than 
enough  gasoline  for  our  automobiles, 
trucks  and  buses;  too  htde  kerosene 
for  our  planes;  not  enough  to  supply 
feedstock  raw  material  for  our  petro- 
chemical industry;  and  too  little  fuel 
to  maintain  a  normal  supply  of  bottled 

Mr.  Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


gas  and  electric  power.  All  this  means 
that  the  rate  of  growth  in  the  econ- 
omy has  to  slow  down,  that  corporate 
earnings  in  many  areas  are  declining 
rather  than  increasing,  that  normal 
life  patterns  are  altered,  that  every- 
one in  some  way  is  inconvenienced. 

To  be  sure,  there  were  some  ad- 
vance warnings;  and  we  knew  that 
we  did  not  have  enough  oil  even  if 
Middle  East  supplies  were  not  in- 
terrupted. But  neither  the  stock  mar- 
ket (nor  this  column,  if  you  please) 
saw  the  full  import  of  the  hand- 
writing on  the  wall.  Consequently, 
stocks  did  the  natural  thing  by  can- 
celing out  in  less  than  three  weeks 
practically  all  of  the  big  advance  in 
the  DJ  industrials  registered  between 
Labor  Day  and  the  Oct.  29  intraday 
high  of  997.59. 

It  is  clear  as  crystal  that  the  DJI  is 
not  going  to  1050  before  the  end  of 
the  year,  even  though  it  did  go  prac- 
tically to  1000  before  this  thing  broke. 


It  is  clear  also,  I  think,  that  even  if 
full  exports  of  oil  from  the  Middle 
East  are  resumed  immediately,  all  the 
things  outlined  in  the  second  para- 
graph of  this  column  are  with  us  for 
months  rather  than  weeks. 

I  never  like  extreme  interpretations 
of  economic  events.  The  stock  market 
seldom  is  as  good  as  we  hope,  or  as 
bad  as  we  fear.  I  do  think,  however, 
that  the  immediate  and  intermediate 
outlook  for  stock  prices  must  be  in- 
fluenced by  the  new  environment,  and 
that  the  possibility  that  the  Dow  may 
go  below  800  by  the  end  of  the  year 
has  to  be  recognized.  It  also  should 
be  recognized  that  we  logically  may 
have  a  new  type  of  a  two-tier  market. 
The  energy  stocks  and  the  energy- 
related  stocks  may  be  expected  to  do 
much  better  than  the  shares  of  com- 
panies where  earnings  will  be  reduced 
by  the  shortage  of  petroleum. 

Even  the  energy  issues,  where  ad- 
ditional production  and  earnings  are 
well  out  in  the  future,  such  as  the 
coals,  the  coal-hauling  rails,  the  nu- 
clears,  the  energy  producing  machin- 
ery companies,  the  oil  and  gas  de- 
velopment companies,  the  offshore 
drills  and  the  pipeline  buUders,  are 
psychologically  in  perhaps  an  even 
better  stock  market  position  than  they 
will  be  when  they  begin  to  deliver 
large  profits  a  year  or  two  later.  The 
additional  production  of  coal  and  nu- 
clear energy  for  the  present  crisis  will 
be  small  indeed;  but  the  lessons  of 
this    shortage    make    everyone   much 
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TEXAS  RED 

GRAPEFRUIT! 

The  Best— From  the  Lush 

Rio  Grande  Valley 
THIS  IS  OUR  48th  YEAR 

)2-bu.  Grapefruit  $  7.90 

Carton  of  12  Grapefruit $  5.90 

Full  bu.  Grapefruit $11.50 

Carton  of  6  Grapefruit $  4.40 

Ji-bu.  G.F.  &  Oranges  $  7.95 

Full  bu.  G.F.  &  Oranges $11.55 

G.F.  &  Oranges  in  Mexican 
bamboo  baskets: 

M-bu.  $8.95 Full  bu.  $12.95 

AH  are  delivered  prices 


WE     TRUST     YOU!     Send     Tour     gift     list 
now     and     pay     our     Invoice     in     January. 


other   citrus   packs   and   also   pecans,   rare  honey, 
fruit    cakes,    cheese,    smoked    hams    and    turkeys. 

Write  for  free  illustrated  folder. 
PITTMAN  &  DAVIS,   INC. 

902  N.  Exp.,  HARLINGEN,  TEXAS  78550 
Established  1926 


THIS  SPACE  CONTIISaTIO  BT  THI  PUBLISHII 

A 

MESSAflE 

FOB 
DADDIES 

Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  timo, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
afraid.  It's  what  you  don't  know 
that  can  hurt  you. 

5  f  AMERICAN  CANCER  SOCIETY 


more  appreciative  of  this  continent's 
tremendous  latent  energy  resources  in 
oil,  gas,  coal  and  nuclear  power. 

This  is  why  we  have  seen  stocks 
like  Unio7i  Pacific  (81),  Burlington 
Northern  (40),  Norfolk  ir  Western 
(68),  Babcock  b-  WUcox  (33),  Kerr- 
McGee  (92),  Houston  OU  <b  Minerals 
(67)  and  others  which  will  come  to 
mind  behaving  so  much  better  than 
the  rank  and  file.  This  is  why  the  < 
international  oils,  which  must  partici- 
pate broadly  in  any  efi^ective  energy 
crisis  rescue  operation,  go  down  so 
little  with  a  sizable  part  of  their  pro- 
duction temporarily  shut  oflF.  Just  re- 
member that  now,  as  always,  these  in- 
ternational oils  are  investments,  not 
wild  speculations.  I  have  been  saying 
this  for  a  long  time,  and  I  want  to 
repeat  it  with  emphasis. 

In  the  previous  column,  written  be- 
fore the  energy  crisis  became  so  ob- 
vious to  everyone,  I  mentioned  that 
earnings  on  the  DJ  industrials  this 
year  might  be  in  the  $80-to-$85-a- 
share  range,  and  that  1974  earnings 
might  be  no  higher.  It  is  my  revised 
opinion  that  earnings  on  the  Dow  next 
year  will  be  lower,  perhaps  as  low  as 
$65  to  $70.  In  making  an  estimate 
as  low  as  this  I  am  allowing  for  the 
fact  that  earnings  of  the  internation- 
al oils  will  be  higher  rather  than  low- 
er, keeping  in  mind  that  the  profits 
of  these  companies  will  rise  rapidly 
a£  soon  as  normal  shipments  from  the 
Middle  East  are  resumed. 

Buy  for  the  Future 

I  always  like  to  say  a  kind  word 
about  good  stocks  which  are  exceed- 
ingly depressed  when  there  is  no  rea- 
son whatever  to  buy  them  on  the  basis 
of  the  current  outlook.  I  would  not 
buy  General  Motors  (58),  Ford  (46), 
Chrysler  (20)  or  most  of  the  auto- 
mobile-oriented parts  companies  for 
quick  results.  But  a  year  or  two  from 
now  such  stocks  bought  at  these 
prices  probably  will  look  very  good  in- 
deed. I  say  this  fully  expecting  the 
per-share  earnings  of  General  Motors, 
Ford  and  Chrysler  in  1974  to  be  half 
as  large  (or  even  less)  as  in  1973.  A 
great  deal  has  been  discounted  and 
reflected  in  the  prevailing  prices  for 
these  institutions. 

The  higher  cost  of  electric  current, 
gas,  gasoline  and  many  other  things 
is  reducing  the  discretionary  buying 
power  of  consumers.  I  expect  this  to 
be  reflected  in  a  leaner  Christmas  and 
in  disappointing  nearby  earnings  of 
retail  companies.  The  shortage  of  gas 
used  in  the  manufacture  of  plywood 
threatens  more  limited  supplies  and 
higher  prices  for  this  important  build- 
ing material.  Cold  weather  and  heat- 
ing problems  will  increase  sales  of 
space    heaters    and    heavy    clothing. 


Such  things  as  cordwood  for  fuel, 
chain  saws  and  wood  stoves  should 
be  in  a  boom.  In  many  areas  where 
bottled  gas  is  a  way  of  life,  the  acute 
shortage  of  this  fuel  is  creating  ex- 
treme hardship.  Motels  and  fast-food 
establishments  are  likely  to  feel  the 
impact  of  reduced  automobile  travel, 
just  as  they  did  in  Colorado  last  sum- 
mer when  the  people  of  Denver  had 
difficulties  getting  gas. 

Now  that  I  have  said  all  that  I 
know  (and  probably  a  little  more) 
about  the  things  common  stock  in- 
vestors are  thinking  about  in  the  latter 
months  of  the  year,  perhaps  a  few 
observations  are  in  order.  I'm  sure 
readers  won't  agree  with  all  of  them— 
but  perhaps  what  is  said  will  inspire 
some  helpful  independent  thinking. 

First,  keep  in  mind  that  the  more 
critical  part  of  this  energy  crisis  is 
largely,  but  not  wholly,  noru-ecurrent. 
One  should  not  do  too  much  extreme 
investment  thinking  about  nonrecur- 
rent situations. 

Second,  we  are  going  through  an 
experience  likely  to  promote  national 
unity  and  strengthen  the  morale  of 
Americans.  It  may  be  tough,  but  it 
should  have  important  compensations. 
One  of  these  may  be  to  crowd  too 
much  confused  thinking  about  Water- 
gate off  the  front  page  and  more  into 
the  backgroimd. 

Third,  as  a  result  of  this  experience 
we  will  be  more  appreciative  of  our 
vast  natural  resources  and  develop 
them  more  rapidly.  We  will  recognize 
the  danger  of  being  too  dependent 
on  foreign  sources  of  essential  things, 
and  try  to  correct  it.  This  effort  will 
add  importantly  to  business  activity 
in  the  years  ahead.  Incidentally,  we 
are  already  beginning  to  recognize 
that  extreme  environmentalism  pro- 
motes scarcities. 

Fourth,  the  surest  way  to  delay 
the  return  of  abundant  energy  is  to 
impose  price  controls  on  petroleum 
and  its  products.  The  cure  for  scarci- 
ties is  incentive  to  end  them,  and  any- 
thing that  reduces  incentives  adds  to 
the  delay.  Parenthetically,  a  few  gas- 
less  weekends  would  save  a  tremen- 
dous amount  of  oil  and  make  the 
public  conserve  it  in  all  areas. 

Fifth,  in  spite  of  all  the  price  rises 
that  current  scarcities  may  create,  a 
slowdown  in  the  economy  (which 
now  looks  more  probable  than  at  any 
time  in  recent  years)  may  do  much  to 
control  inflation.  You  can't  slow  down 
inflation  without  a  slowdown  in  busi- 
ness. I  recognize,  of  course,  that  the 
objection  to  this  reasoning  is  that 
slowdowns  usually  come  from  over- 
production rather  than  from  scarcities 
—but  this  may  be  an  exception.  As 
I  see  it,  we  are  in  for  a  slowdown 
in  profits  anyway.  ■ 
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Stock 
Analysis 


A  Crisis— But  An 
Opportunity,  Too 


By  Heinz  H.  Biel 


Ever  since  King  Faisal  throttled 
down  on  the  flow  of  oil  to  the  Free 
World,  we  knew  that  there  would  be 
a  crisis.  And  that  is  precisely  what  it 
is.  The  possible  consequences  of  an 
acute  oil  shortage  for  the  U.S.  are 
more  than  mildly  worrisome.  But  can 
anyone  imagine  what  a  calamity  this 
will  impose  on  Western  Europe  and 
especially  on  Japan? 

Viewed  coolly  and  objectively, 
this  whole  situation  is  patently 
absurd.  There  are  some  3  million 
Israelis  whose  courage,  patriotism, 
devotion  and  just  sheer  spunk  are 
respected  and  admired  by  just  about 
everyone  outside  the  Arab  world.  We 
all  wish  them  well.  On  the  other 
hand,  there  are  many  hundreds  of 
millions  of  people  whose  very  liveli- 
hood has  been  placed  in  jeopardy  by 
the  curtailment  of  the  flow  of  oil.  The 
use  of  such  crude  methods  is  apt  to 
create  an  explosive  force  which  may 
become  impossible  to  control.  In  that 
event,  God  help  us. 

I  am  too  much  of  an  optimist  even 
to  consider  such  horrible  contingen- 
cies. It  is  simply  inconceivable  that 
not  all  sides  concerned,  the  Israelis 
and  the  Arabs,  the  U.S.,  Western  Eu- 
rope and  Japan,  realize  that  the  peace 
of  this  world,  the  very  existence  of 
this  globe,  are  now  at  stake.  As  I 
don't  believe  that  everyone  is  about 
to  go  insane,  I  have  no  choice  but  to 
be  confident  that  this  crisis  will  pass- 
hopefully,  sooner  than  later. 

Bargain  Counfer 

The  Am^erican  stock  market  was 
dominated  -  by  a  fear  psychosis  last 
month.  And  that  is  understandable. 
In  retrospect,  some  of  the  indiscrim- 
inate selling  may  look  as  irrational 
as  did  much  of  the  hasty  buying— 
with  Penn  Central,  of  all  the  non- 
valeurs,  becoming  the  most  spectacu- 
lar winner  on  the  upside. 

It  is  obvious  that  our  automakers 
may  find  it  difiBcult  to  sell  their  pro- 
jected quota  of  gas-guzzling  cars 
this  winter;  or  that  Disney  World 
and  Holiday  Inns  could  have  fewer 
visitors  than  they  had  every  statistical 

Mr.  Biel  is  a  senior  vice  president  of  the  New  Yorl( 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


right  to  expect.  But  unless  we  are 
completely  wrong  in  taking  an  opti- 
mistic view  of  the  crisis,  all  such 
problems  are  of  a  temporary  nature. 
Alright,  so  some  companies  will  have 
a  poor  quarter,  or  even  a  completely 
loused-up  year,  but  is  that  suflRcient 
reason  to  dump  such  stocks  as  if  there 
were  no  tomorrow? 

Whenever  the  market  moves  with 
great  violence  in  either  direction, 
down  as  well  as  up,  individual  stocks 
often  are  affected  so  unevenly  that 
switch  opportunities  develop  which 
could  prove  profitable.  The  other  day, 
for  example,  Mobil  Oil  plunged  sev- 
eral points  to  another  1973  low,  while 
Exxon  actually  advanced  to  within 
9%  of  its  alltime  high.  Oil  stock  an- 
alysts, whom  I  have  consulted  be- 
cause they  know  more  about  that  in- 
dustry than  I  do,  are  equally  puzzled 
by  the  relative  weakness  of  Mobil. 
For  the  moment,  all  the  international 
oils  are  in  the  same  fix,  more  or  less. 

Some  of  the  best  and  most  promis- 
ing chemical  stocks  have  been  taking 
a  frightful  beating.  The  same  goes  for 
the  forest  products  group,  which  only 
recently  led  the  market  to  its  recovery 
high.  Real  bargains  are  in  the  making 
here.  As  this  column  goes  to  press, 
I  have  not  yet  seen  any  technical 
evidence  that  this  selling  wave  has 
come  to  a  climax.  But  the  rate  of  the 
retreat  from  the  highs  of  just  a  few 
weeks  ago  has  been  so  very  steep, 
that  the  end  of  the  sell-off  cannot  be 
far  away— unless,  of  course,  things 
get  so  bad  that,  as  I  said  in  my  pre- 
vious column,  one  probably  should 
not  own  any  stocks  at  all. 

For  the  past  several  years  I  did  not 
even  look  at  stocks  like  Holiday  Inns. 
Like  everyone  else  I  was  aware  of  the 
impressive  growth  of  the  hostelry 
business,  but  I  could  not  bring  my- 
self to  swallow  earnings  multiples  of 
35  to  40  or  more.  Well,  if  the  pres- 
ent rate  of  earnings  should  hold  up— 
this  is  by  no  means  certain,  for  ob- 
vious reasons— the  P/E  would  be  less 
than  10.  Hopefully,  if  and  when  the 
world  has  come  back  to  its  senses, 
we  may  look  back  at  November  1973 
and  think  of  all  the  wonderful  bar- 
gains we  missed.  ■ 


Executives  I  Professionals 
Borrow  First  Class 

$2,000 

TO  $10,000 

BY  MAIL! 


Borrow  small  Borrow  large  Borrow  now  or 
establish  a  line  of  credit  against  future  needs 
Borrow  in  complete  confidence  Without 
embarrasing  investigations  With  complete 
security  assured  through  the  use  of  personal 
mail 

Borrow  without  collateral    At  sensible  rates 
With  flexible  repayment  schedules  and  full 
prepayment  privileges 
Borrow  for  any  purpose  — quickly,  quietly 
Busy,  cash-conscious  professionals  turn  to 
Western  Industrial  Bank  for  prompt  service 
in  complete  confidence    At  Western,  it's  all 
there     Money   when    you    want    it,    without 
hassle  or  embarrassment     Let   Western    In- 
dustrial Bank  help  you  across  the  rough  spots 
—  on  your  terms    Write,  wire  or  call  collect 
Mr  Douglas  D  Hoover,  Loan  Officer 

wm 

Western  Industrial 
Bank 

2777  S.  Colorado  Blvd.,  Dept.  B2 
Denver,  Colorado  80222 
or  call  collect  (303)  756-8313 


At  last,  Miami  has  a  new  airport  hotel 
you  could  love  even  without  the  airport. 

Our  airport  hotel  can  promise  ttiat  plus  some 
things  most  airport  hotels  can't;  A  beautiful 
lake.  And  sailboats.  And  pedal  boats.  Two 
superlative  restaurants.  A  huge  pool.  And  a 
location  that  puts  you  within  five  minutes  of 
four  golf  courses,  ten  minutes  of  Hialeah  Race 
Track,  and  fifteen  minutes  of  Miami  Beach.  At 
the  Holiday  Inn  on  the  lake  near  the  airport  we 
promise  you  more  than  a  nice  place  to  sleep. 
We  promise  you  a  nice  place  to  stay. 

For  reservations,  call  any  travel  agent  or  Holiday 
Inn  Reservation  Office.  Orwrite  1101  N  W.  57th 
Ave  (Red  Rd.  at  East-West  Expressway,  SR  836) 
Miami,  Florida  33126.  Tele.  (305)  266-0000. 


MIAMI,  nomiu 
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ACT  NOW! 

THE  VALUE  OF  YOUR  DOLLARS 
IS  DECREASING  EACH  DAY 
^IHBPURE 

Silver 


CAN  HELP  YOU  KEEP  AHEAD 


UNIVERSAROS  AND  SILVER  BARS* 
MAKE  YOUR  DOLLARS  FIGHT  FOR  YOU 

You  can  beat  inflation  with  silver.  Its  value  increases  while 
the  dollar  value  decreases.  Buy  stable,  dependable  silver. 


MUNTCORR. 


49  West  Malvern  Avenue  ■  Salt  Lake  City.  Utah  84115 
CALL  TOLL  FREE  (800)  453  4263  /  OPEN  SATURDAYS 
Availabie  in  platinum,  too! 

GET  THE  FACTS  TODAY!  Send  for  FREE  BROCHURE 
ORDER  DIRECT  FROM  THE  FACTORY  AND  SAVE 
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Address 

City  

Z'P    


Phone 


No  obligation,  naturally 


Johitstona 


^—^^^•^•^^  The  Johnston  ■ 

^^  Mutual  Fund,  Inc.  I 

460  Park  Ave  .  N.Y.C.  10022  Dept.  C  ■ 

Phone:  (212)  679-2700  I 
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executives  and  professional  people 

LOANS  by  MAIL 


$10,000 


Any  Amount 
Desired  to  — 

Personal,  private.  No  security  required.  Your 
signature  only.  All  details  arranged  rapidly  by 
mail.  Reasonable  rates.  Please  mail  coupon  for 
full   information.   No  obligation. 

t.  E.  Wilson,  Vice  President 
POSTAL  THRIFT  LOANS,  INC.,  Dept.  15012 

703  Douglas  St.,  Sioux  City,  Iowa  51102 
Please  send  complete  Inforniation  in  plain  envelope. 


I      Nar 


-State- 


one  of  THE  ST.  PAUL  COMPANIES 


Bulls,  Pull  In 
Your  Horns! 


When  I  wrote  my  column  only  a 
month  ago,  I  said  the  outlook  for 
cyclical  stocks  was  very  bullish.  My 
reasoning  was  that  the  shortages  crop- 
ping up  all  over  the  economy  were 
going  to  make  a  whole  lot  of  compa- 
nies sail  right  through  the  economic 
slowdown  that  appeared  likely,  and 
that  their  stocks  deserved  higher 
price/ earnings  multiples. 

Well,  I  was  wrong!  The  minor 
shortages  that  I  thought  of  as  so  bull- 
ish have  turned  into  major  shortages, 
and  that's  bearish.  I  didn't  foresee 
that  the  Arab-Israeli  war  would  result 
in  an  oil  embargo  so  threatening  to 
the  whole  world  economy. 

Yes,  I  am  making  an  almost  com- 
plete about-face.  But  I  had  no  way  of 
foreseeing  the  Mideastern  war,  and  it 
is  better  to  admit  a  miscalculation 
than  to  persist  in  an  opinion  simply 
ifj  save  face. 

Our  economy  has  been  poised  on 
a  narrow  balance  for  some  time.  On 
one  side  of  the  scale  are  higher  raw 
material  and  labor  costs.  On  the  other 
are  the  Cost  of  Living  Council  price 
controllers.  It  made  a  pretty  good 
equilibrium.  Normally,  higher  costs 
are  a  nasty  blow  unless  prices  are 
raised.  However,  prosperity  has  been 
powerful  enough  to  take  care  of  the 
bottom  line  for  most  companies.  Prof- 
it margins  have  been  down,  but  sales 
have  been  up,  and  the  results  have 
made  stockholders  happy. 

But  there's  no  way  for  Phase  4 
price  controls  to  stem  the  flood  for- 
ever. They  can  only  postpone  price 
hikes  until  help  comes.  In  this  case, 
the  rescue  job  was  to  assume  the  form 
of  a  slowing  of  consumer  demand, 
brought  about  by  fiscal  restraint  and 
the  Fed's  policy  of  high-cost  money. 
Then,  according  to  the  game  plan, 
more  production  facilities  could  be 
built  so  that  the  next  wave  of  consum- 
er demand  could  be  accommodated. 

Complicated  and  fragile  as  this  plan 
may  seem,  it  was  on  the  verge  of 
working  when  the  Middle  East  War 
broke  out.  The  proof  of  the  pudding 
is  that  the  Federal  Reserve  could  be- 
gin to  loosen  its   credit  reins,   while 

Mr.    Simons,   a   guest  columnist,    is  director  of  re- 
search at  the  securities  firm  of  Weeden  &  Co. 


plans  for  new  capital  goods  expendi- 
tures were  up  14%  over  last  year's 
figures.  Then  came  the  oil  embargo! 
It  threatens  to  destroy  the  balance 
completely,  and,  so  far,  nobody  has 
suggested  a  new  solution. 

If  you're  like  me,  you  are  getting 
an  education  in  the  meaning  of  our 
petroleum-oriented  society  and  in  the 
uses  of  power  for  everyday  life.  Nat- 
urally, there's  heat,  transportation  and 
lighting.  But  how  about  clothing,  and 
aluminum  pots,  and  plywood  and  fer- 
tilizers. The  rest  would  make  a  list 
pages  long.  Most  of  these  products 
seem  indispensable.  Maybe  we'll  con- 
tinue to  have  them,  but  how  much 
will  they  cost?  Even  if  the  embargo 
were  to  end  tomorrow,  new  oil  would 
be  double  the  old  price.  And  that's 
likely  to  unbalance  our  economy. 

Take  the  utilities.  They're  going  to 
have  to  charge  higher  prices  to  make 
up  for  their  greater  fuel  costs,  al- 
though they  may  have  to  sufiFer  low- 
er profits  before  they  can  get  rate 
increases  approved  by  state  cominis- 
sions.  Petrochemical  products  will 
have  to  go  up,  too.  A  dilemma  con- 
fronts the  Cost  of  Living  Council. 
Should  it  allow  a  vast  number  of 
price  hikes  and  throw  up  its  hands  in 
the  inflation  battle?  Or  will  it  hold 
down  prices  and  penalize  earnings? 

In  my  opinion,  these  problems  are 
enough  to  wreck  Phase  4  completely, 
or  at  least  damage  it  seriously  enough 
to  require  major  repairs.  However, 
there's  no  indication  that  the  Admin- 
istration is  prepared  to  cope  with  the 
scrapping  of  its  economic  game  plan. 
And  that  leaves  security  analysts  way 
out  in  the  wild  blue  yonder.  First, 
there's  a  better  than  even  chance 
that  we're  facing  inflation  and  reces- 
sion at  the  same  time,  the  worst  of  all 
possible  worlds.  Second,  there's  a 
new  dimension  of  investigation  that's 
necessary  before  we  can  pass  final 
judgment  on  a  company,  questions 
hke  what  petrochemical  supplies  it 
needs,  and  what  contracts  it  has  for 
fuel  or  natural  gas.  Don't  forget,  stop- 
pages in  the  manufacturing  process 
from  lack  of  the  proper  materials  can 
be  extremely  expensive. 

One    other,    rather   painful,    thing. 
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By  now  it  must  be  clear  to  the  coun- 
tries with  major  economies  that  the 
Mideast  oil  situation  must  be  ended 
as  rapidly  as  possible,  and  that  plans 
must  be  made  so  that  they  will  never 
again  be  at  the  mercy  of  a  few  Arab 
nations.  And  there's  the  rub.  Who's 
going  to  do  the  planning?  President 
Nixon  is  not  only  obsessed  by  political 
events,  but  he  seems  to  dislike  eco- 
nomic affairs.  His  advisors  so  believe 
in  laissez  faire  that  they  haven't  been 
able  to  sustain  a  consistent  form  of 
price  controls.  It's  hard  to  imagine 
them  working  out  a  long-range  plan 
to  which  not  only  the  U.S.  but  other 
nations  will  subscribe.  So  we  are  likely 
to  pretend  that  the  problems  will  go 
away,  and  then  be  forced  to  bite  the 
bullet  and  flounder  around  a  bit. 

Switch  for  Cash 

For  the  stock  market,  this  unfurls  a 
red  flag  warning  signal.  Almost  any- 
thing can  be  taken  in  stride  by  the 
stock  buyer— except  uncertainty.  It's 
hard  enough  to  feel  secure  about 
profit  forecasts  and  about  price/ 
earnings  multiples,  but  when  you 
have  to  worry  about  what  sort  of 
controls  you'll  be  living  under,  and 
what  unknown  shortages  may  knock 
off  even  the  best  planning,  it's  too 
much  to  ask.  That's  the  stuff  of  which 
bear  markets  are  made. 

The  best  thing  to  do  about  your 
stock  portfolio  is  to  make  some 
switches  and  to  save  some  cash  re- 
serves for  future  bargains.  Be  very 
watchful  of  any  holdings  in  companies 
that  are  especially  dependent  on  a 
steady,  cheap  supply  of  oil;  that's  a 
thing  of  the  past.  It  may  be  a  long 
time  before  the  auto  stocks  or  the  pet- 
rochemicals become  good  buys  again. 

The  best  things  to  own  are  the 
stocks  of  companies  which  serve  the 
new  needs  of  society.  Energy  stocks, 
defense  stocks  and  railroads  are  three 
examples.  I  still  like  some  of  the  com- 
panies mentioned  in  my  last  column: 
General  Dynamics  (26),  McDonnell 
Douglas  (16),  Rockwell  (27),  United 
Aircraft  (28)  in  the  defense  field.  In 
the  energy  area,  the  coal  and  the  nu- 
clear stocks  should  be  considered. 
Eastern  Gas  (25),  North  American 
Coal  (36),  Fittston  (28),  Denison 
Mines  (47)  and  Babcock  ir  Wilcox 
(32)  look  attractive. 

It's  too  bad;  a  few  weeks  ago  we 
were  close  to  putting  together  the  in- 
gredients needed  for  a  bull  market, 
but  that's  past  history.  Out  of  the 
current  crisis  may  come  a  determina- 
tion to  work  on  new  energy  sources, 
which  may  provide  investment  oppor- 
tunities such  as  we  had  in  the  Sputnik 
days.  Or  we  may  get  a  new,  sensible 
economic  plan.  Until  then,  it's  a  time 
for  bulls  to  pull  in  their  horns.  ■ 
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Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in;  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 
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NIAGARA 

SHARE 

CORPORATION 

A  diversified  closed-end  investment 
company,  whose  objective  is  growth 
of  capital  in  excess  of  the  rate  of 
inflation. 

•  Superior  long-term  record— low 
portfolio  turnover 

•  Independently  managed 

•  Management  has  a  substantial  in- 
vestment in  the  Corporation's 
stock 

•  Dividends  paid  continuously  for 
over  35  years 

•  $132  million  net  assets  on  Sep- 
tember 30,  1973. 

•  Shares  listed  on  the  New  York 
Stock  Exchange. 

Annual  and  latest  interim  reports 
will  be  mailed  on  request. 

NIAGARA  SHARE 
CORPORATION 

70  Niagara  street 
Buffalo.  New  York  14202 


The 
Market 
Outlook 

By  Sidney  B.  Lurie 


It's  Not 
All  Bad 


Perhaps  the  energy  crisis  will  result 
in  a  hard  rather  than  a  soft  landing 
for  the  economy  in  1974  .  .  .  perhaps 
next  year's  profit  margins  will  be 
squeezed  by  higher  labor  costs  and 
the  absence  of  inventory  profits  .  .  . 
perhaps  European  attempts  to  control 
inflationary  price  trends  with  defla- 
tionary credit  policies  will  lead  to  a 
downward  spiral— but  I'd  rather  em- 
phasize some  other  factors:  This  has 
been  an  era  of  sharp,  explosive  and 
frequent  overall  price  changes  in  terms 
of  the  popular  averages.  The  usual 
attempt  to  define  the  market  outlook 
in  terms  of  it  being  either  jet  black 
or  pure  white  can  be  fallacious;  this 
is  a  market  of  stocks  rather  than  an 
all-in-gear  stock  market. 

It  seems  to  me  the  energy  crisis 
will  accelerate  the  shift  in  issue  pref- 
erences. The  emphasis  is  more  likely 
to  be  on  the  natural  resource  areas  of 
the  economy— the  industries  that  have 
been  suffering  capacity  problems  and 
which  have  a  new  look— than  the  less 
essential  or  leisure  time  businesses. 
The  speculative  hysteria  which  has 
enveloped  the  marketplace  overlooks 
the  significant  fact  that  the  oil  crisis 
could  in  time  mean  a  stronger  position 
for  the  American  economy  in  world 
trade.  With  Europe  and  Japan  far 
more  dependent  on  Middle  East  oil 
than  the  U.S.,  higher  prices  and  en- 
ergy shortages  will  particularly  affect 
their  competitive  cost  structure.  All  of 
which  means  the  "plus"  of  a  stronger 
dollar— and  incentive  for  European  in- 
vestment here. 

I  fully  recognize  the  fact  that  some- 
thing new  and  potentially  disturbing 
has  been  injected  into  the  equation 
that  makes  up  stock  prices.  The  na- 
tional impact  of  a  10%  decline  in  our 
crude  oil  supplies  could  be  more  un- 
settling than  the  number  itself  implies. 
An  overall  energy  shortage  was  in 
prospect  even  before  the  Mideast 
War  and  will  persist  even  if  the  Arab- 
Israeli  dispute  is  resolved  successfully. 
Then,  too,  higher  energy  and  raw 
material  prices  plus  the  increased  de- 
fense spending  likely  to  result  from 
the  Suez  Canal  evidence  of  Russian 


Mr.    Lurie    is   a    partner    in    the    New   York    Stock 
Exchange  firm  of  Josephthal  &  Co. 


arms  superiority  could  increase  infla- 
tionary pressures.  Another  aspect:  Eu- 
rope and  Japan  are  particularly  vul- 
nerable to  today's  energy  crisis,  and 
the  Free  World's  prosperity  has  an 
impact  on  our  own  well-being. 

Consfrucf/ve  f acfors 

Yet  I  suspect  that  the  economic 
horror  stories  which  can  be  devel- 
oped may  be  as  mistaken  now  as  the 
blindly  negative  view  was  earlier  in 
the  year.  For  one  thing,  there  is  a 
little  noticed  possibility  that  Western 
Europe  could  in  time  largely  solve 
its  energy  crisis  by  substituting  coal 
for  oil.  Secondly,  just  as  Sputnik  led 
to  the  technological  revolution  of  the 
Sixties,  so  our  search  for  energy  self- 
sufficiency  could  lead  to  new  tech- 
nological developments  in  the  Sev- 
enties. Meanwhile  there  are  "trade- 
offs" that  can  soften  the  national  eco- 
nomic impact  of  a  fuel  shortage.  Third- 
ly, I  see  long-term  constructive  forces 
at  work  which  suggest  that  a  short- 
term  reaction  can  be  misinterpreted 
as  a  major  trend  reversal. 

For  example,  the  evidence  continues 
to  suggest  that  we  have  passed  the 
peak  of  inflationary  food  price  pres- 
sures. The  disastrous  weather  and  mis- 
calculations that  contributed  to  this 
year's  runaway  food  price  cycle  aren't 
likely  to  be  repeated  in  1974.  The 
fact  that  there  has  been  a  dramatic 
change  in  short-term  money  rates  in 
the  face  of  only  zero  growth  in  the 
nation's  money  supply  illustrates  what 
can  happen  to  the  interest-rate  struc- 
ture when  the  Federal  Reserve  Board 
really  eases  credit  policy  (as  I  expect 
it  to  do  next  year). 

We  are  in  the  early  stages  of  a  major 
capital  spending  boom  that  will  carry 
on  for  many  years.  The  pressures  to 
become  self-sufficient  imply  recogni- 
tion of  the  need  for  higher  prices  (and 
therefore  higher  earnings)  in  areas 
that  were  previously  considered  com- 
modity industries.  American  goods  arc 
more  competitive  than  ever  before, 
which  suggests  that  we  also  are  in 
the  early  stages  of  a  major  export 
trade  boom,  with  consequent  improve- 
ment in  our  balance-of-trade  position. 
True,  almost  all  industry  is  hampered 
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by  scarcities  of  one  kind  or  another. 
But  this  also  means  that  inventory 
excesses  won't  be  repeated.  Inven- 
tories now  are  low  in  relation  to  sales. 

Still  Viable 

My  point  is  that  the  market  has  a 
tendency  to  overreact  initially  to  ma- 
jor news  developments  and  to  mis- 
interpret the  implications.  For  exam- 
ple, the  fear  that  less  emphasis  on 
pollution  control  colors  the  outlook  for 
Wheelabrator-Frye  (around  13)  over- 
looks some  constructive  points.  Pollu- 
tion control  devices  are  an  integral 
part  of  plant  and  equipment  building, 
and  the  current  capital  spending  boom 
should  last  for  years.  The  company's 
process  of  converting  garbage  into 
steam  (the  only  one  which  is  com- 
mercially practical)  now  has  a  new 
plus  in  its  outlook. 

I  also  feel  that  the  question  of 
energy  supplies  has  been  carried  to 
an  extreme  in  the  case  of  Celanese 
(around  30),  and  there  is  no  change 
in  my  previous  guesstimate  that  this 
year's  earnings  per  share  will  be  in  the 
$5  area.  First  half  1974  earnings 
should  be  better  than  this  year's  re- 
sults. More  specifically,  although  raw 
materials  will  be  very  tight,  it  is  my 
impression  that  there  is  a  high  degree 
of  supply  assurance  in  each  of  the 
major  items.  The  significant  aspect  to 
this  year's  earnings  upturn  is  that  it  is 
being  achieved  in  spite  of  a  loss  in 
the  company's  cellulose  fiber  business, 
which  enjoyed  a  handsome  profit  five 
years  ago  when  total  earnings  were 
$5.47  per  share.  This  points  up  the 
diversification  achieved  in  recent  years, 
the  company's  improved  overall  oper- 
ating eflBciency  and  its  new  high- 
profit-margin  products. 

With  the  incoming  order  rate  ex- 
cellent and  backlogs  at  record  levels, 
I  see  no  reason  to  change  my  view  of 
the  immediate  and  longer-term  earn- 
ings potential  for  Sundstrand  Corp. 
(around  26),  a  capital  goods  pro- 
ducer whose  character  has  changed 
in  recent  years.  I  believe  1973  sales 
will  be  around  $375  million,  with 
earnings  in  the  area  of  $2.15  to  $2.25 
per  share  ($1.12  in  1972).  Looking 
ahead,  excluding  a  national  catastro- 
phe, 1974  volume  coidd  exceed  $450 
million  and  earnings  be  in  excess  of 
$3  per  share.  Moreover,  I  can  visual- 
ize a  further  substantial  lift  to  earn- 
ings in  1975  and  thereafter,  when 
volume  develops  in  the  company's  new 
product  lines  and  attendant  start-up 
costs  lessen.  The  company  at  some 
point  may  require  new  financing, 
which  will  result  in  a  dilution  of  my 
per-share  earnings  guesstimates.  But 
I  believe  the  forward  momentiun  that 
has  been  established  should  result  in 
a  higher  multiple  of  earnings.  ■ 
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A  mutual  fund  is  a  Christmas  present  with  a  future.  And  a  Scudder 
no-load  fund  is  one  without  a  sales  charge.  The  full  amount  of  your  gift 
dollar  is  used  to  purchase  shares.  So  what  you  give  is  what  they  get.  We 
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SCUDDER 

SCUODER  STEVENS  «.  CLARK  INVESTMENT  COUNSEL 

Scudder  Fund  Distributors,  Inc. 

Dept.  550,  10  Post  Office  Square,  Boston,  Mass.  02109 

Please  send  me  a  free  prospectus  for  the  following: 

□  Scudder,  Stevens  &  Clark  Balanced  Fund. 

This  fund  seeks  conservation  of  principal,  regular  dividend  income  and 
long-term  growth  through  a  "balanced"  portfolio  of  high-quality  stocks 
and  bonds.  Minimum  initial  investment  $500. 

□  Scudder,  Stevens  &  Clark  Common  Stock  Fund. 

A  diversified  portfolio  of  good  quality  common  stocks  selected  for  long- 
term  appreciation  opportunity.  Minimum  initial  investment  $500. 

□  Scudder  Special  Fund  (For  big  givers.) 

A  portfolio  which  emphasizes  securities  of  above-average  risk,  with  the 
objective  of  above-average  capital  appreciation.  Minimum  initial 
investment  $5,000. 

Name . 


^ 


Address . 
City 


-State- 


-Zip- 
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how  does 

FundScope 

rate  your 

fund? 


FundScope,  the  monthly  mutual  fund  mag- 
azine, uncovers  data  that  will  startle  many 
fund  shareholders. 

For  example,  of  451  mutual  funds  rated 
by  FundScope,  only  16  are  rated  above 
average  for  Growth-Income-Stability! 
FundScope  names  these  funds. 

SPECIAL  OFFER:  Send  just  $22  for  a 
3-month  trial  subscription  to  FundScope 
beginning  with  the  December  issue.  PLUS 
—  4  big  bonuses  including  the  564-page 
1973  Mutual  Fund  Guide,  the  new  Bible  of 
the  fund  industry  with  all  the  vital  informa- 
tion you  need  on  over  450  funds.  (THIS 
GUIDE  ALONE  SELLS  FOR  $20.) 

ACT  NOW:  Mail  your  $22  today,  or  if  you  prefer  the 
above  offer  with  a  money-saving  14-month  subscrip- 
tion, send  $68  (10  ilay  returnable  guarantee). 

Include  ZIP.  No  salesman  will  call. 

FundScope,  Oept.  F-57,  Suite  708 
1900  Ave.  of  the  Stars,  Los  Angeles,  Calif.  90067 


MEMBERSHIPS 


on  the  NATION'S  NEW  EXCHANGE 

^  The  American  Board  of  Trade,  ttte  nation's 
^  new  exchange  and  marketplace,  embodying 
innovative  operational  and  organizational  features, 
offers  you  unique  opportunities  to  participate  as 
a  Trading-Investing  Member  or  Dealer-Broker 
Member  handling  Silver,  Silver  Coins,  Foreign 
Exchange,  Puts  &  Calls  and  other  trading  and 
investment  vehicles.  Basic  membership  seat  price 
is  $1,500;  membership  is  limited  to  500  seats. 
For  particulars,  write  or  phone  (212)  736-9740. 

THE  AMERICAN  BOARD  OF  TRADE.  INC. 

286  Fifth  Ave.,  Dept.  Ml,  New  York,  N.Y.  10001. 


2"x2"xy4" 


YOUR  LOQO  ON 

POLISHED  MARBLE 
PAPERWEIGHTS 

100  Minimum  $168.  total  cost.  Your 
logo  etched  In  up  to  5  matched  col- 
ors. Spread  good  will  at  minimum 
cost.  Free  sample  paperweight  and 
literature.  Letterhead  requests  only. 
PAPERWEIQHTS,  INC.  Dept.lK 
100  Broadway,  Bardan  City  Park, 
Ntw  York  11040  (510)  741-2800 


A    Technician's 
^    Perspective 

ByJohnW.SchuIz 


Forty  Days 
To  Zero 


No,  I'm  not  trying  to  scare  you  to 
death.  I'm  just  trying  to  demonstrate 
the  excessive  violence  with  which  the 
stock  market  reacted  when  our  basic 
energy  problem  escalated  into  an 
"energy  crisis"  as  a  result  of  the  Arab 
oil  embargo.  To  be  sure,  sharply  re- 
duced shipments  of  Mideast  oil  for 
an  indeterminate  period  of  time  would 
pose  a  grave  threat  to  most  major 
Free-World  economies.  The  potential 
consequences  seemed  indeed  unquan- 
tifiable,  leaving  investors  with  no  ra- 
tional way  of  discounting  them,  of 
telling  what  any  given  stock  might 
be  worth  under  business  conditions 
that  no  one  could  define,  for  the  mo- 
ment or  even  longer,  with  anything 
remotely  approaching  a  normal  de- 
gree of  imprecision. 

Some  economists  promptly  warned 
that  a  business  recession  had,  after 
ail,  become  inevitable;  others  main- 
tained, no  less  promptly,  that  the  re- 
cession threat  remained  slight.  Gov- 
ernment officials,  as  might  have  been 
expected,  vied  in  issuing  doomsday 
warnings,  if  only  to  get  people  to 
stop  wasting  fuel. 

So  investors  didn't  know  what  to 
think,  and  they  sold  and  sold  and  sold. 
In  a  matter  of  only  11  trading  days 
between  late  October  and  about  mid- 
November,  the  Dow  fell  more  than 
12%— over  120  points  from  intraday 
high  to  intraday  low,  or  at  an  av- 
erage rate  of  11  points  a  day  that, 
if  continued,  would  take  the  Dow 
down  to  zero  in  about  90  trading 
days.  Worse,  during  three  trading 
days  around  the  middle  of  November, 
the  industrials  were  dropping  at  an 
average  daily  rate  of  more  than  23 
points,  seemingly  headed  for  zero 
in  less  than  40  trading  days,  or 
about  eight  weeks. 

Such  rates  of  decline  imply  end- 
of-our-world  catastrophe.  But,  I  sub- 
mit, no  such  catastrophe  was  in  the 
cards  last  month,  if  only  because  too 
many  major  economies  had  too  much 
at  stake  in  the  petroleum  poker  game. 
One  way  or  -the  other,  to  my  mind, 
this  meant  the  Arab  oil  embargo  was 
likely  to  be  lifted  or  at  least  modified 

Mr.  Schuiz  It  I  tanlor  vice  president  of  the  NYSE 
firm  of  Abraham  &  Co.,  inc. 


sooner  rather  than  later,  that  catas- 
trophe was  not  about  to  overtake 
the  major  industrial  economies,  in- 
cluding ours. 

Omen  ot  Recovery 

Technically  speaking,  "catastroph- 
ic" rates  of  price  decline  tend  to  oc- 
cur nearer  the  end  than  the  begin- 
ning of  panic  phases.  This  may  seem 
to  be  a  rash  generaUzation,  because 
the  stock  market  has  taken  less  than 
a  dozen  such  deep  and  fast  spills 
during  the  past  30  years  or  so.  Most 
or  all  of  them  were  provoked  by  cri- 
ses whose  full  implications  seemed  as 
unquantifiable  as  this  one.  Each  time, 
the  cause  was  similarly  "unique."  j 
But  it  is  precisely  the  unique,  ex- 
treme case  that  can  give  you  a  better 
handle  on  the  market  than  the  wishy- 
washier  "normal"  price  movement. 
The  fact  is  that  similarly  swift  drops 
of  10%- 12%  in  the  Dow  have,  in  mod- 
em stock  market  annals,  tended  to 
foreshadow  substantial  and  sustained 
price  recoveries. 

Last  month's  panic  materialized, 
moreover,  in  a  setting  where  a  major- 
ity of  common  stocks  seemed  any- 
thing but  extravagantly  priced.  The 
Dow  was  going  at  about  11.5  times 
earnings  for  the  year  through  June 
(about  $77.50  "per  share")  and  at 
less  than  10.8  times  the  earnings  like- 
ly to  be  reported  for  calendar  1973 
(maybe  $82.50),  modest  enough  to 
allow  for  more  than  the  10%  to  15% 
year-to-year  earnings  decline  expect- 
ed by  some  of  our  bears  for  1974, 

However,  by  mid-November,  close 
to  60%  of  all  NYSE  common  stocks 
were  trading  at  price/ earnings  ratios 
under  10,  more  than  35%  under  8, 
and  almost  15%  under  6,  relative  to 
earnings  reported  for  the  most  part 
only  throu^  mid- 1973.  Adjusted  for 
estimated  earnings  gains  during  this 
year's  second  half,  these  multiples 
worked  out  to,  respectively,  8.8,  7.1 
and  5.4.  This  was  .close  to  the  de- 
flated valuations  of  last  spring  and 
summer  when  investors  worried  about 
problems  that  then  seemed  no  less 
fateful  than  the  oil  embargo— a  credit 
crunch,  a  weak  dollar  and  the  threat 
of  a  recession.  ■ 
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Trends  &Tangents 


(Continued  from  page  8) 
Stop  that  Check! 

The  number  of  checks  processed 
in  the  U.S.  has  reached  23  bilHon  this 
year,  up  from  16  biUion  in  the  mid- 
60s,  and  the  U.S.  banking  industry 
is  clearly  worried  about  the  flood  of 
paper  threatened  for  1980,  when  to- 
tal check  volume  is  forecast  to  exceed 
40  billion.  As  the  American  Bankers 
Association  sees  it,  the  only  way  out 
from  under  all  this  paper  is  via  auto- 
matic money  transfers— possibly  under 
a  system  such  as  that  already  used  in 
Wilmington,  Del.,  where  one  bank's 
special  "money  card"  authorizes  im- 
mediate transfers  of  funds  from  the 
customer's  account  to  the  merchant's 
bank  account.  In  the  meantime, 
check  processing  and  similar  money 
costs  add  up  to  about  $10  billion  per 
year— roughly  1  per  cent  of  the  gross 
national  product. 

TV  Spy  Story 

Which  supermarket  has  the  lowest 
prices  this  week?  Subscribers  to  Cal- 
ifornia's Theta  Cable  can  check  theu* 
television  sets  to  find  out.  Each  week 
Theta  sends  out  comparison  shoppers 
to  bring  back  prices,  which  it  then 
broadcasts.  Theta  officials  believe  the 
new  service  will  provide  enough  boost 
to  make  Theta,  already  a  large  cable 
TV  outfit,  also  profitable.  The  sales 
pitch  is  that  subscribers  can  save 
enough  on  food  bills  to  more  than 
pay  the  monthly  cable  charge. 

Full  Circle 

By  1980  two- wheeled  vehicles  may 
outnumber  automobiles  in  the  U.S. 
for  the  first  time  since  Henry  Ford  be- 
gan mass-producing  the  Model  T 
some  60  years  ago.  Goodyear  econ- 
omists report  that  Americans  will  buy 
more  bicycles  and  motorcycles  than 
cars  this  year.  They  predict  that  if 
the  trend  continues,  there  will  be  131 
million  bicycles  and  motorcycles  in 
use  by  the'  end  of  the  decade,  vs. 
127  millioil  cars.  A  record  20  mil- 
lion bicycles  are  expected  to  be  sold 
this  year  alone,  outpacing  auto  sales 
for  the  second  straight  year. 

New  Growth  Industry? 

Only  1.3  million  workers  and  de- 
pendents are  now  covered  by  union 
dental  plans.  "But  with  Chrysler  work- 
ers now  covered  under  their  new  con- 
tract, and  with  the  other  auto  con- 
tracts likely  to  follow,  dental  cover- 
age will  soon  be  more  common.  One 
beneficiary:  the  dental  supply  houses. 
Currently,  only  about  60%  of  Ameri- 
cans get  any  dental  care.  ■ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitatior)  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


280,042  Shares 

Gilbert  Associates,  Inc. 

Class  A  (non-voting)  Connnnon  Stock 

(Par  Value  $1  00  Per  Share) 

Price  $50.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  m  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


White,Weld  &  Co. 

Incorporated 


Stone  &  Webster  Securities  Corporation 

Halsey,  Stuart  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 


BIyth  Eastman  Dillon  &  Co. 

Incorporated 

Homblower  &  Weeks-Hemphill,  Noyes 

Incorpormted 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 

Smith,  Barney  &  Co.  Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Alex.  Brown  &  Sons  Shearson,  Hammill  &  Co. 

Incorporated 

November  15.  1973 


INVESTIGATE  THE 


Established 
1950 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  INC. 

A  NO-LOAD  Mutual  Fund 

100%  of  your  Investment  in  this  mutual  fund  is  invested.  Pur- 
chase of  shares  is  direct  from  the  Fund,  and  nothing  is  deducted 
for  sales  commission. 

The  Investment  Objectives  are 

Growth  of  Market  Value  & 
Increase  of  Future  Income 

The  Fund  seeks  long  term  growth  opportunities  ana  does  not 
have  high  turnover  of  assets.  It  does  not  use  leverage,  nor  does 
it  engage  in  short  selling. 

YOU  PAY  NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 


Mail  Coupon  for  Free  Prospectus  and  Literature 
T.  Rowe  Price  Growth  Stock  Fund,  Inc.  Phone:  301-547-2136 
One  Charles  Center,  Dept.  A6,  Baltimore,  Md.  21201 
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sSafe 

with 

Others 


The  Salvation  Army  visits 
the  old,  th«  ill,  the  shut-in  at  Christ- 
mas time. 

The  Salvation  Army  oper- 
ates "free"  toy  stores  so  Santa  Claus 
won't  ^p  the  family  whose  bread- 
winner  is  disabled  or  out  of  a  job. 

The  Salvation  Army  brings 
candy  or  a  small  gift  to  prisonett  -  to 
show  that  someone  on  the  "outside" 
still  remembers  them. 

Salvation  Army  musicians 
and  carolers  remind  busy  Christmas 
shoppers  that  the  holiday  is  a  holy 
day,  the  birthday  of  the  Prince  of 
Peace. 

Christmas  is  celebrated  at 
Salvation  Army  Men's  Social  Centers. 
Many  of  the  men  are  struggling  to 
break  habits  of  heavy  drinking,  irreg- 
ular work,  and  drifting  from  place  to 
place.  Especially  at  the  holiday  sea- 
son, they  need  support  and  compan- 
ionship. 


phBJps 
dadbB 

153rd   CONSECUTIVE 
QUARTERLY  DIVIDEND 

T/ie  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  55f  per  share  on 
its  capital  stock  payable  De- 
cember 10,  1973,  to  stockholders 
of  record  at  the  close  of  business 
on  November  16,  1973.  Total 
dividends  for  1973  amount  to 
$2.1 7V2  per  share,  compared 
with  $2.10  per  share  in  1972. 

R.  D.  BARNHART, 

Treasurer. 
New  York,  N.Y. 
November  7,  1973 


Readers  Say 


(Continued  from  page  12) 

ity,  but  "the  axioms  of  causality  are 
merely  statistical  truths  and  thus  must 
allow  for  exceptions  .  .  .  every  process 
is  partially  or  totally  interfered  with 
by  chance."  The  Chinese  mind,  said 
Jung,  was  preoccupied  with  the  < 
chance  aspect,  the  coincidence  of 
events.  "I  myself,"  he  wrote,  "think 
there  is  more  to  the  ancient  Chinese 
way  of  thinking  than  meets  the  eye  .  .  . 
[but  it  is]  not  for  the  frivolous-minded 
and  immature."  Jung  asked  the  / 
Ching  about  the  foreword  he  wrote, 
and  concluded  that  it  had  made  him 
project  his  own  unrealized  thoughts 
onto  its  abstruse  symbolism. 

That  is  really  the  only  Western  use 
of  the  7  Ching;  to  tell  you  what  you 
already  know  in  your  own  mind,  but 
may  not  be  listening  to  because  of 
old  habit  patterns,  or  other  voices  in 
your  head  that  aren't  your  own.  If 
Wharton  School  random  walkers  ask 
computerized  questions,  they  will  get 
back,  once  the  /  Ching  has  had  its 
fun,  a  random  walk. 

The  /  Ching,  therefore,  shouldn't 
be  pointed  at  an  object,  such  as  a 
computerized  list  of  stocks,  but  at  the 
mind  of  the  questioner.  The  I  Ching 
doesn't  run  portfolios,  any  more  than 
computers  do;  there  has  to  be  a  hu- 
man mind  interpreting  both.  Neither 
knows  where  the  market  will  be  in 
90  days  or  five  years. 

I  don't  see  the  /  Ching  becoming 
a  market  force,  but  the  Wharton 
School  in  this  instance— notwithstand- 
ing my  criticism  of  its  technique— has 
at  least  tried  another  way  of  looking 
at  time,  behavior  and  events. 

—"Adam  Smith" 
Princeton,  N.J. 

Troubling  Piece 

Sir:  I  couldn't  believe  my  eyes.  I 
know  that  the  Republicans  are  in 
great  trouble  now,  but  for  you  to 
print  such  an  abominable  piece  as 
"The  Real  Difference  'Twixt  Repub- 
licans and  Democrats"  (Fact  6-  Com- 
ment, Nov.  1)  is  unbelievable. 

-Dorothy  French 
Chicago,  111. 

50-Year-Old  Draft? 

Sir:  Concerning  his  call  for  rein- 
stating the  draft  (Nov.  1),  Mr. 
Forbes  talks  of  "our"  responsibilities 
but  advocates  that  the  18-year-old 
group  bear  all  of  it.  Let  Mr.  Forbes 
reinstate  the  draft  but  begin  it  with 
the  group  which  is  his  age,  what- 
ever that  age  is. 

—Robert  Neill 
White  Springs,  Fla. 


Sir:  I  have  a  suggestion  of  how 
Malcolm  Forbes  could  alleviate  the 
problem— he  should  enlist. 

—Gary  Kevin 

Lynbrook,  N.Y. 

Having  served  three  and  a  half 
years  as  machine  gun  section  sergeant 
in  World  War  II,  with  a  Bronze  Star 
and  Purple  Heart  to  show  for  it,  at 
54  years  of  age  a  second  attempt  by 
me  to  enlist  might  be  welcomed  un- 
enthusiastically by  the  Services— MSF. 

Sir:  The  advertising  for  Army  re- 
cruitment is  on  the  lines  of  "Join 
the  Army,  be  an  electrician."  Rather, 
the  advertising  should  recognize  the 
Army  for  what  it  is,  a  fighting  force. 
Commercials  about  desperate  victories 
and  heroic  stands  may  be  out  of  keep- 
ing with  the  "love"  way,  but  there  are 
millions  who  thrill  to  a  thin,  far-off 
trumpet's  call.  The  enlistment  call 
should  not  be  merely  to  join  the 
Army.  The  challenge  should  be  regi- 
ment by  regiment.  It's  hard  for  a  man 
to  identify  with  something  as  big  as 
an  army,  but  a  regiment,  that's  dif- 
ferent. Ideals  and  beliefs  are  what 
make  men  fight  and  win.  A  return 
to  this  is  what  will  win  and  hold 
recruits. 

—Thomas  Whitehead 
Riverside,  Conn. 

Diluted  Resemblances 

Sir:  Your  story  "Gunboat  Profes- 
sor" (Nov.  1)  does  have  some  re- 
semblances here  and  there  to  what  I 
said,  but  they  are  diluted  by  more  un- 
facts  than  I  have  time  to  correct. 

— M.A.  Adelman 

Professor, 

Department  of  Economics, 

Massachusetts  Institute  of  Technology 

Cambridge,  Mass. 

No  Secret 

Sir:  In  "The  Billion-Dollar  Unsure 
Thing"  (The  Numbers  Game,  Nov. 
15),  you  said  that  Otis  Elevator  was 
one  of  those  companies  that  kept 
strictly  mum  about  its  earnings  from, 
currency  translation  adjustments.  Ac- 
tually, Otis  included  the  gain  from 
foreign  exchange  and  currency  con- 
version in  its  six-  and  nine-month 
quarterly  reports. 

—Richard  Kaplan 
New  York,  N.Y. 

Sign  of  the  Times 

Sir:  I  enjoyed  your  coinineiit 
"Signs"  (Not;.  15).  It  reminded  me 
of  the  no  trespassing  sign  I  saw  while 
driving  through  the  country  one  Sun- 
day afternoon.  It  read:  "Keep  Out. 
Survivors  will  be  prosecuted." 

—Mrs.  D.L.  Peterson 
IloUaday,  Tenn. 
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Thoughts . . .  Business  of  Life 


i 


It  is  one  of  the  most  beautiful 
compensations  of  life  that  no  man 
can  sincerely  try  to  help  another, 
without  helping  himself. 
John  P.  Webster 


E\'erything  comes  to  us 
that  belongs  to  us  if  we  create 
the  capacity  to  receive  it. 
Rabindranath  Tagore 


When  you  put  on  your  clothes, 
remember  the  weaver's  labor; 
when  you  take  your  daily  food, 
remember  the  husbandman's  work. 
CfflNESE  Proverb 


Men  give  away  nothing 
so  liberally  as  advice. 
La  Rochefoucauld 


There  is  a  destiny  that  makes 
us  brothers:  None  goes 
his  way  alone:  All  that  we  send 
into  the  lives  of  others 
comes  back  into  our  own. 
Edwin  Markham 


Every  man  carries  with  him 
the  world  in  which  he  must  live. 
F.  Marion  Crawford 


One  of  the  indisputable  lessons 

of  life  is  that  we  cannot 

get  or  keep  anything  for  ourselves 

alone  unless  we  also  get  it 

for  others,  too. 

J.  Richard  Sneed 


How  my  achievements  mock  me! 
Shakespeare 


Success  is  finding,  or  making, 
that  position  which  enables  you 
to  contribute  to  the  world 
the  very  great  services  of  which  you 
are  capable,  through  the 
diligent,  persevering,  resolute 
cultivation  of  all  the  faculties 
God  has  endowed  you  with, 
and  doing  it  all  with  cheerfulness, 
scorning  to  allow  difficulties 
or  defeats  to  drive  you  to 
pessimism  or  despair. 
Success  consists  of  being  and  doing, 
rTot  simply  accumulating. 
The  businessman  or  enterprise 
that  aspires  to  win  the  highest 
recognition  for  success  must 
distinguish  himself  or  itself,  not  by 
the  magnitude  of  the  profits,  but  by 
the  value  of  services  performed. 
B.C.  Forbes 


There  are  geniuses  in  trade 
as  well  as  in  war,  or  the  state, 
or  letters;  and  the  reason 
why  this  or  that  man  is 
fortunate  is  not  to  be  told. 
It  lies  in  the  man. 
Ralph  Waldo  Emerson 


Justice  is  a  certain  rectitude 
of  mind  whereby  a  man  does 
what  he  ought  to  do  in  the 
circumstances  confronting  him. 
Thomas  Aquinas 


One  right  and  honest  definition 
of  business  is  mutual  helpfulness. 
William  Feather 


There  is  only  one  way  to  achieve 
happiness  on  this  terrestrial  ball, 
and  that  is  to  have  a  clear 
conscience  or  none  at  all. 
Ogden  Nash 


The  true  purpose  of  life, 
aside  from  resisting  oppression 
from  without,  each  individual 
carries  within  himself,  the 
responsibility  of  living 
nobly  or  ignobly. 
David  O.  McKay 


Everyone  may  bring  his 
little  stone  to  assist  in  the 
construction  of  a  future  pyramid. 
Camille  Flammarion 


Men,  said  the  Devil, 

are  good  to  their  brothers; 

they  don't  want  to  mend 

their  own  ways,  but  each  other's. 

PiET  Hein 


We  are  confronted  with 
insurmountable  opportunities. 
Walt  Kelly 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  1001 1.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


If  the  principles  of  contentment 
are  not  within  us,  the  height 
of  station  and  worldly  grandeur 
will  as  soon  add  a  cubit 
to  a  man's  stature 
as  to  his  happiness. 
Laurence  Sterne 
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A  Text . . . 


Sent  in  by  Mrs.  Max  L.  Robinette,  St. 
Petersburg,  Fla.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  presented 
to  senders  of  texts  use<l. 


He  that  diligently  sceketh  good  pro- 
cureth   favour:    but   he   that   scckriU 
mischief,  it  shall  come  unto  him. 
Proverbs  11:27 
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WeVe  thriving  on  unique 
yet  practical  solutions  in 
chemicals  and  packaging. 


BURLINGAME 

DEC  I  2  1973 

LIBRARY 


Ideas,  as  the  adage  goes,  may  only  be  worth 
a  dime  a  dozen. 

But  when  ideas  become  unique 
solutions,  it's  a  different  story  altogether. 

For  example,  in  chemicals,  the  com- 
bination of  urethane  with  fabric  produced  the 
high  fashion  raincoat  worn  by  the  young  lady 
in  our  photograph.  Other  advances  have 
been  made  in  improved  dyestuffs  for  textiles, 
"miracle"  adhesives,  long-lasting  synthetic 
lubricants,  and  flexible  urethane  foams  for 
the  booming  toy  market.  Plus  many  more 
specialties  for  industry. 

In  packaging,  our  imagination 
and  inventiveness  in  designing 
and  producing  unique  and  distinctive 
special-purpose  containers.'cartons,  molded 
products  and  paperboards  have  solved 
product  protection  and  merchandising 
problems  for  many  Tenneco  customers.  The 
photograph  shows  the  young  lady  emerging 
from  an  oversized  version  of  our  corrugated 
container  with  a  molded  foam  inner-packing— 
a  solution  to  product  protection  which  is  both 
creative  and  practical. 

*       This  kind  of  thinking  has  proved  success- 
fuPfor  our  subsidiary.  Packaging  Corporation 
of  America,  whose  1 5.000  customers  include 


300  of  the  country's  largest  companies. 

Other  unique  packaging  innovations 
Include  Polycard®,  a  retail  package  which 
gives  both  a  front  and  back  view  of  the 
enclosed  product;  Pack-Grip®,  the  extra- 
tough  plastic  and  container  board  packaging 
for  merchandising  heavy  items;  FruitMaster® 
and  Unipad®,  a  molded  pulp  tray  and  plastic 
pad  which  are  revolutionizing  apple  packing. 

Converting  imaginative  ideas  into 
practical  solutions  is  also  apparent  in  our 
other  divisions. 

Natural  gas.  Where  we're  exploring 
the  possibility  of  new  trade  agreements  to 
increase  our  nation's  supply  of  this  clean- 
burning  source  of  energy. 

Petroleum.  Searching  worldwide  for 
vital  oil  resources. 

Agriculture.  Packing  and  marketing 
farm-fresh  fruits  and  vegetables  under  the 
name  Sun  Giant®. 

And  manufacturing.  Developing  anti- 
pollution auto  exhaust  systems,  making 
modern  construction  and  farm  equipment 
and  operating  the  world's  most  sophisticated 
shipyard. 

We  think  that's  pretty  practical. 
Tenneco  Inc.,  Houston,  Texas  77001 . 


Tenneco 


Joseph  Hall.  Vice  President 

of  a  major  New  York  bank.  Moved  from 

Chicago  in  early  1960's. 

Currently  lives  in  a  Nev&  York  City 

suburb  with  wife  and  two  children, 

both  of  whom  are  in  college. 

Began  investing  regularly  after  friend 

recommended  broker  to  him. 

Rehes  heavily  on  broker  for  advice. 


"Back  in  1963 1  had  an  extra$10,000. 
I  said,'H€5^  by  1971 1  ^vant  to 
send  two  Idds  to  college  ^vith  that  money' 

Wfell,  I'm  doing  it. 

What's  more,  I've  still  got  that 
$10,000.  And  then  some. 

Even  with  market  fluctuations.        \ 

Sure,  I've  got  some  stocks  that  have 
dropped  this  year. 

But  I  ve  got  one  that's  grown 
30%  or  40%,  so  its  carrying  the  others. 

There's  money  to  be  made, 
even  in  adown  market!' 


Tlieres  always  away  to  make  money  in 
The  Market. 


Presented  by  the  Securities  Industry  Association 
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The  people  in  these  cars 

vs^alked  away  from  these  crashes. 

Their  cars  had  air  bags. 


68  mph  into  a 

parked  car.  Injury: 

broken  wrist  and 

knee  cap.  Lap  belt: 

not  in  use. 


The  people  in  these  crashes  were 
in  cars  equipped  with  an  air  bag 
passive  restraint  system.  Inflatable 
bags  that  automatically  cushion 
driver  and  passenger  in  a  frontal- 
type  collision.  Inflating,  protecting, 
deflating  in  less  than  one-half  sec- 
ond. 

But  the  people  in  these  crashes 
were  lucky.  Extraordinarily  lucky. 

Because  there  are  only  1,800  air 
bag  equipped  cars  on  the  road  to- 
day. Used — in  a  program  of  on- 
road  testing  of  air  bag  reliability  — 
by  the  U.S.  Government,  Allstate 
and  several  other  major  companies. 

The  air  bag's  record  in  this  pro- 
gram has  been  most  impressive.  It 
has  never  failed,  in  a  real-life  crash, 
to  work  to  protect  the  occupants 
as  it  was  designed  to  do. 

In  over  35  million  miles  of  on- 
road  testing  has  the  air  bag  system 
ever  inadvertently  deployed?  Yes. 
Once. 

Once,  in  over  35  million  miles  of 
driving,  one  inadvertent  inflation 
of  the  air  bag  has  occurred.  (The 
result?  A  minor  hand  injury  to  the 
right  front  passenger.  However,  the 
driver  was  completely  unaffected 
and  stopped  the  car  without  inci- 
dent.) 

But  despite  its  impressive  record 
of  performance — including  a 
mounting  number  of  air  bag  suc- 


i  20  mph  head-on 
collision.  Injury: 
none.  Lap  belt:  in  use. 


Sourcf    Si    Louis  Post-Dispatch.  Photo  by  Scott  C.  Dine. 

35  mph  into  utility  pole.  Injury  to 
driver:  slight  nose  fracture.  Injury  to 
passenger:  sore  shoulder.  Lap  belts: 
not  present. 


cesses  like  the  ones  shown  here  — 
the  protection  of  air  bags  is  still 
not  available  to  the  public. 

We  hope  this  situation  is  about 
to  change. 

Several  years  ago  a  Federal  regu- 
lation was  adopted  that  would  have 
required  some  kind  of  passive  re- 
straint system  in  all  1974  model 
cars.  But  that  deadline  was  called  off". 

Now  1976  is  the  target  year.  So 
the  debate  continues  over  what 
kind  of  passive  restraint  system 
should  be  used  in  cars  sold  to  the 
public.   (A  debate  that's  failed  to 


Source;  Photo  courtesy 
of  KTTV.  Los  Angeles. 


produce  any  system  as  effective  as 
air  bags.) 

We  believe  after  years  of  air  bag 
laboratory  tests  and  over  35  mil- 
lion miles  of  successful  on-road  test- 
ing, the  time  for  debate  is  over. 

Today  air  bags  are  technologi- 
cally ready  to  be  installed  in  pro- 
duction-line cars. 

One  car  manufacturer.  General 
Motors,  has  announced  plans  to 
offer  air  bags  as  an  option  on  some 
50,000  1974  cars— Cadillacs,  Buicks 
and  Oldsmobiles.  We  hope  other 
companies  will  follow  their  example. 

There's  little  doubt  that  some  of 
the  people  in  the  crashes  shown 
here  would  have  been  badly  injured 
or  killed  if  they'd  been  driving  cars 
without  air  bags.  A  look  at  these 
photographs  makes  that  clear. 

Each  year  thousands  of  people 
are  killed  in  automobiles.  Well  over 
a  million  more  are  seriously  injured, 
many  maimed  for  life.  How  many 
lives  might  be  saved,  how  many  in- 
juries prevented,  if  air  bags  were 
available  to  every  new  car  buyer? 

The  air  bag  is  ready  for  America 
now.  And  America,  Allstate  be- 
lieves, is  ready  for  the  air  bag. 

For  details  on  the  air  ba^  and  its  record 
of  performance,  write  to  Director  of  Auto- 
motive Engineering,  Allstate  Insurance 
Company,  Northbrook,  Illinois  60062. 


When  will  yours? 


/lllstate 
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One  Man's  Empty  Tank 

May  Be  Another  Man's  Full  Order  Book 

In  this  issue,  Forbes  continues  to  explore  the  ramifications  of  the  energy 
crisis  for  American  businessmen  and  investors.  In  our  lead  piece  {Right 
in  Our  (Watery)  Backyard,  p.  19),  StafiF  Writer  Robert  Nash  points  out 
that  neither  coal  nor  shale  oil,  but  ocean  driUing  may  be  the  best  answer 
to  the  burning  question:  Where  is  the  energy  coming  from?  Starting  on 
page  20,  Senator  Henry  (Scoop)  Jackson,  who  is  bidding  to  be  known  as 
Mr.  Energy,  describes  his  proposed  "Manhattan  Project"  assault  on  the 
energy  problem.  A  box  (p.  31),  with  Associate  Editor  William  Reddig's 
cover  story  on  Chase  Manhattan  Bank,  asks  whether  the  Arabs  may  not  use 
the  money  weapon  as  well  as  the  oil  weapon  against  us.  In  The  Fvmds  (One 
Man's  Panic,  p.  74),  Reporter  Subrata  Chakravarty  tells  how  the  energy 
crisis  may  have  created  a  buying  opportunity  in  bonds.  And  in  The  Money 
Men  (p.  47),  Reporter  Celia  Currin  interviews  a  highly  regarded  institu- 
tional analyst  who  tells  what  the  energy  crisis  could  mean  to  the  railroads 
and  when. 


Vince  Lombardi  represented  only  one  side  of  the  American  sports  scene. 
Then  there  are  the  accountants.  In  The  Numbers  Game,  sports  fan  James 
Srodes  (who  also  serves  as  our  Washington  bureau  manager)  introduces  his 
mythical  friend  Noochie,  and  gives  us  a  side  of  sports  we  rarely  get  from 
the  sportswriters. 


Rudnitsky 


Smith 


Lalli 


We're  very  pleased  to  announce 
the  promotion  of  three  members  of 
our  editorial  staff  to  the  post  of  Se- 
nior Editor.  There  are  those  who 
think  that  success  belongs  only  to 
those  who  plan  their  lives  early.  The 
careers  of  our  newest  top  staflFers 
suggest  otherwise.  One  of  them 
started  off  wanting  to  be  a  book 
pubhsher;  one  a  Wall  Street  statisti- 
cian; and  one  had  the  lofty  goal  of 
becoming  public  relations  man  to  a 
manufacturer  of  swimming  pools. 
All  three,  we're  happy  to  say,  have 
evolved  into  distinguished  business  journalists. 

Geoffrey  Smith,  34,  joined  Forbes  in  1966  after  four  years  in  book  pub- 
lishing. A  native  of  Cleveland  and  a  graduate  of  Princeton  with  an  MBA 
from  New  York  University,  Smith  this  year  created  oiu-  newest  department. 
The  Numbers  Game.  In  so  doing  he  performed  the  remarkable  feat  of 
making  accounting  interesting  to  a  general  audience. 

Howard  Rudnitsky,  38,  started  at  Forbes  in  1960  as  a  statistician,  later 
switched  to  writing.  One  of  Forbes'  most  persistent  di<?gers,  with  a  prac- 
ticed eye  for  the  subtleties  of  a  balance  sheet,  Rudnitsky,  a  native  of  New 
York  and  a  graduate  of  the  Bernard  Baruch  College  of  the  City  University 
of  New  York,  has  a  long  string  of  distinguished  cover  stories  to  his  credit. 

Frank  Lalli,  31,  joined  Forbes  in  1970  after  having  worked  at  House  ir 
Home  magazine,  AP-Dow  Jones  and  The  Bergen  (County,  N.J.)  Record.  A 
native  of  New  Jersey  and  a  cum  laude  graduate  of  Miami  University  of  Ohio, 
Lalli  has  just  returned  to  New  York  after  two  years  as  Forbes  West  Coast 
bureau  manager;  while  on  the  Coast,  he  broke  the  story  of  the  Goldstein- 
Samuelson  commodity  options  scandal,  kept  a  lively  flow  of  copy  coming  East 
and  took  time  out  to  do  major  articles  on  Japan  and  Mexico.  Lalli,  who  has 
a  reputation  as  an  iconoclast,  describes  his  own  career:  "After  college  my 
goal  was  to  become  PR  man  for  a  swimming  pool  builder.  When  he  turned 
me  down,  I  resorted  to  newspaper  reporting.  After  two  weeks  the  editor  fired 
me  but  I  pretended  I  didn't  hear  him.  After  that  my  career  blossomed."  ■ 
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Little  League  batters  in 
America's  favorite  sport 
are  connecting  soundly 
with  our  Doehler-Jarvis 
Division's  one-piece,  die 
cast  magnesium  bat. The 
Mag  Bat^made  exclusively 
forHillerich&BradsbyCo., 
gives  those  mini  sluggers 
the  same  shape  and 
sound  of  a  wood  bat,  with 
greater  resistance  to 
cracking  or  breaking. 

Developing  new  products 
that  help  make  life  more 
fun  is  just  one  of  N  L's  many 
jobs.  Through  our  world- 
wide operations,  we  meet 
the  needs  of  modern 
industry  for  a  wide  variety 
of  chemicals,  metals, 
fabricated  materials  and 
services.  Want  to  know 
more  about  us?  For  a  copy 
of  our  latest  Annual  Report 
write  N  L  Industries,  Inc., 
111  Broadway,  New  York, 
New  York  10006. 
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Trends  &Tangents 


Foreign 


Hang  the  Expense 

Governments  seldom  cheer  when  a 
program's  costs  far  outnm  the  amount 
originally  estimated,  but  the  British 
government  is  downright  pleased  that  ^ 
its  Operation  Eyesore  so  exceeded  its 
cost  target.  In  February  1972  the 
Ministry  of  Environment  called  on  lo- 
cal authorities  to  submit  facelifting 
and  cleanup  projects  for  their  areas, 
offering  to  defray  75%  to  85%  of  the 
cost,  depending  on  the  local  unem- 
ployment rate.  The  response  was  un- 
precedented. In  grimy  Newcastle 
(the  place  one  doesn't  carry  coals 
to)  the  cathedral,  the  railroad  sta- 
tion and  whole  blocks  of  shops  and 
offices  had  their  stonework  cleaned. 
In  Liverpool  500  waste  acres  were 
cleaned  up  and  landscaped.  A  favor- 
ite target  in  many  areas  was  canals 
and  river  valleys.  In  18  months  the 
project  generated  such  response  that 
$96  million  was  laid  out,  some  four 
times  the  original  estimate. 


Business 


INDUSTRIES 


Cooling  It 

'  The  housing  slowdown  so  widely 
heralded  early  this  year  finally  ar- 
rived with  a  bang  in  September,  re- 
ports First  National  City  Bank's  De- 
troit-headquartered Advanced  Mort- 
gage subsidiary.  With  housing  starts 
down  to  a  1.5-million  annual  rate  in 
the  fourth  quarter,  as  compared  with 
a  2.2-million  rate  for  the  year's  first 
eight  months,  the  total  for  the  year  is 
almost  certain  not  to  exceed  2  million. 
Hardest  hit  have  been  some  of  the 
hottest  areas  of  the  country,  partic- 
ularly the  South  and  West,  and  the 
hottest  sector  of  the  market,  condo- 
miniums. In  some  areas  money  is  so 
tight  that  discounts  are  being  offered 
condominium  buyers  who  pay  cash. 

Big  Little  Steel 

The  spread  of  the  massive  basic 
oxygen  furnace  (BOF)  is  helping  to 
spawn  another  kind  of  steel  mill,  the 
electric  furnace  minimill,  over  30  of 
which  have  been  built  in  the  U.S. 
since  1960.  The  open-hearth  furnace 
that  once  turned  out  practically  all 
U.S.  steel  operated  best  on  a  charge 
of  about  50%  scrap  and  50%  pig  iron. 
A  BOF  unit  works  best  on  25%  scrap 
and  75%  pig.  The  resultant  bulge  in 
scrap  was  made  to  order  for  the  mini- 
mills,  which  thrive  on  an  all-scrap 
diet.  The  three  main  advantages  of 
the    minimills    are    low    capital    cost 


(about  $20  million,  vs.  $1.5  billion 
for  an  integrated  BOF  facihty),  speed 
in  building  (full  production  after  per- 
haps two  years,  vs.  eight  for  a  BOF) 
and  higher  return  on  investment.  Mini- 
mills  mostly  produce  lower-valued  bar 
mill  items,  but  their  output  is  usually 
sold  locally  with  a  freight  advantage 
that  can  rtm  to  $15  a  ton. 

Artificial  Waterpower 

One  bane  of  the  electric  utilities— 
the  need  to  retain  old  and  inefficient 
generating  capacity  to  meet  the  hours 
of  peak  demand— is  being  widely  at- 
tacked these  days  by  use  of  a  special 
form  of  waterpower.  In  the  past  dec- 
ade over  30  pumped-storage  facilities 
have  been  built,  in  which  water  is 
pumped  to  an  elevated  reservoir  at 
night  or  on  weekends  and  then  re- 
leased to  generate  power  during  peak 
daytime  hours.  Even  though  pump- 
ing the  water  up  uses  some  50%  more 
power  than  can  be  recovered,  there 
is  a  net  saving  because  it  permits 
round-the-clock  operation  of  the  most 
efficient  generators— especially  the  nu- 
clear-powered ones— rather  than  re- 
quiring reliance  on  older,  less  efficient 
units  for  peak  needs.  Pumped-stor- 
age units  also  add  flexibility  to  a  pow- 
er system,  because  their  full  output 
is  available  in  a  matter  of  minutes 
at  most;  standby  steam  plants  often 
take  hours.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $12.00 
D  3  years  $24.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  foreign  orders, 
please  add  $6  a  year. 
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FORBES,  60  Fifth  Avenue, 
NewYork.N.Y.  10011 
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Avis  will  gladfy 

our  Hertz 


cardjust  to  prove 
howgoodthe 


Avis  has  something  that  Hertz 
can't  give  you. 

The  Wizard  of  Avis  is  the  only  Jiilly 
computerized  system  in  the  rent  a 
car  business. 

Because  of  the  Wizard,  Avis  and 
only  Avis  neatly  types  out  your  entire 
rental  agreement. 

Avis,  and  only  Avis,  solves  all  math- 
ematical problems  by  computer. 

And  vvhen  you  return  your  car, 
only  Avis  can  get  a  completed  rental 


agreement  back  to  you  in  less  than  a 
minute,  once  theWizard  starts  typing. 

For  faster,  even  more  efficient 
service,  get  a  free  Wizard  Number. 

Just  visit  your  nearest  Avis  counter 
or  call,  toll-free,  (800)  25i-69oo. 

Meanwhile,  Avis  will  humbly  accept 
your  Hertz  card. 

Or  for  that  matter,  any  one  of  28 
other  credit  cards  that  you  may 
possess. 

We  not  only  try  harder,  we  try  anything. 


Avis. 

Avis  rents  all  makes... features  the  Dodge  Monaco. 


©Awis  Rem  A  Car  System  inc, 
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Doyourcompanyafavor 
and  be  a  nice  guy  to  your  investors, 

all  at  the  same  time. 


It's  called  Chase  Manhattan's 
Automatic  Stock  Purchase  Plan. 

The  plan  encourages  your  in- 
vestors to  put  their  dividend  and 
interest  payments  back  into  your 
company's  common  stock. 

The  participating  investor's 
dividends  or  interest  payments 
are  turned  over  directly  to  Chase 
Manhattan.  The  investor  can  also 
add  additional  funds  any  time  he 
chooses.  Chase  makes  the  pur- 
chase of  your  common  stock,  does 
the  paperwork,  and  sends  out  a 
statement  of  increased  participa- 
tion to  each  Investor  who  has 
signed  up  for  the  Plan.  Since  we 
combinethedividend  and  interest 
checks  with  the  additional  cash 
deposits  of  a//the  participating  in- 
vestors, Chase  can  make  large 


purchases  of  your  stock.  So  there 
are  commission  savings  to  each 
investor.  Also,  each  holder  of  se- 
curities is  credited  with  dividends 
on  fractional  shares. 

This  Plan  is  available  to  hold- 
ers of  common  and  preferred 
stock,  as  well  as  bond-  and  note- 
holders. In  addition,  Chase  will  act 
ascustodian  of  all  of  your  corpora- 
tion's common  stock  (including 
those  bought  elsewhere)  for  all 
participating  investors. 

OnceyouVe  weighed  the  ben- 
efits of  Chase  Manhattan's  Auto- 
matic Stock  Purchase  Plan,  call  us 
at  (212)  552-5303-this  can  very 
well  be  the  easiest  and  nicest  bus- 
iness decision  of  your  entire  fiscal 
year. 


¥)u  have  a  friend  at  Chase  Manhattan. 

1  Chase  Manhattan  Plaza,  New  York,  New  York  10015  (212)  552-5303 
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Readers  Say 


Unheeded 

Sir:  I  read  your  "Oil  Is  Not  Well" 
(Dec.  1)  at  home  the  other  night. 
The  enclosed  material  from  the  Con- 
gressional Record  [shows]  I  faced  in 
1959  the  fact  [of  a  possible  energy 
crisis].  I  have  never  ceased  working 
on  the  problem  since.  Your  editorial 
"We're  At  War-Bloodless,  Thank 
God"  is  right:  "Challenged  we  are. 
And  respond  we  will." 

—Jennings  Randolph 

U.S.  Senator  (Dem.,  W.Va.) 

Washington,  D.C. 

The  material  shows  that  back  in 
1961  Senator  Randolph  warned: 
"What  guarantee  do  we  Americans 
have  that  Kuwait  or  any  of  the  other 
prolific  oil  areas  of  the  world  will  con- 
stantly make  their  riches  available  to 
us?  Every  year  that  passes  in  which 
we  become  more  and  more  dependent 
on  foreign  oil  is  one  year  nearer 
disaster"— Ed. 

Different  Things 

Sir:  The  conclusion  of  your  story 
on  Sandy  Landlield  ( The  Money  Men, 
Dec.  1)  that  "before  the  small  inves- 
tor comes  back  [into  the  stock  mar- 
ket] you  will  have  to  restore  his  faith 
in  America"  is  baloney.  Most  small  in- 
vestors have  faith  in  America  but  lack 
confidence  in  the  stock  market.  They 
lack  faith  in  brokers  and  security  ana- 
lysts, whose  recommendations  are 
usually  wrong.  And  they  lack  confi- 
dence in  how  prices  are  set.  Just  look 
at  those  wild  swings  in  stock  prices. 

—Norman  S.  Schlaifer  " 
Silver  Spring,  Md. 

Can't  Win 

Sir:  It's  about  time  that  James  Da- 
vis of  Winn-Dixie  (Oct.  15)  catches 
up  with  public  awareness.  There  is  no 
reason  why  customers  should  worry 
that  his  food  chain  is  making  only 
2  cents'  profit  on  every  sales  dollar. 
It's  the  return  on  investment  that 
counts.  Davis'  concern  about  revealing 
his  true  profitable  position  harks 
back  to  the  old  public-be-damned  at- 
titude of  business. 

—Paul  Winston 
Lake  Bluff,  111. 

What's  in  a  Name? 

Sir:  Re .  your  entertaining  article 
on  corporate  name  changes  ("The 
Name  Game"  Nov.  15).  Skeptics 
needed  to  be  reminded  of  the  impor- 
tance of  names  and  titles.  Sports: 
Would  you  bet  on  the  Falcons  or  the 
Pussy  Cats?  Racing  (horses  or  cars): 
(Continued  on  page  84) 
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How  lU 

keeps  itself  liquid. 


lU  supplies  pure,  clear  water 
to  people  in  17  states  and  one 
Canadian  province.  Enough,  in 
fact,  to  fill  2.5  billion  glasses 
every  day. 

Water  management,  waste 
management  and  land  manage- 
ment are  all  part  of  lU's 
environmental  operations  that 
last  year  provided  the  company 
with  20%  of  pre-tax  income  and 


2 1  %  of  revenues.  The  company 
also  serves  two  other  growing 
markets  —  energy  and  transporta- 
tion/distribution. This  business 
mix  produced  record  1972 
revenues  of  $1.2  billion,  and 
net  income  of  $59  million. 

To  learn  more,  write 
Corporate  Affairs,  Dept.  C5, 
lU  International,  1500  Walnut 
Street,  Philadelphia,  Pa.  19102. 


International 

SERVING  WORLDWIDE  ENERGY,  TRANSPORTATION/DISTRIBUTION  AND  ENVIRONMENTAL  MARKETS. 


Some  people 
don't  know  us. 

But  we're  changing  that. 

We've  put  together  a  highly  trained 
team  of  real  estate  and  construction  spe- 
cialists. Backed  them  up  with  a  strong 
supply  of  labor  and  equipment.  Put  them 
in  the  Southeast  where  favorable  growth 
is  taking  place.  And  given  them  the  green 
light  to  help  solve  your  commercial  and 
industrial  land  need  problems. 

if  you  don't  know  us,  maybe  you  should. 

MSDO^A/ELI. 

ENTERPRISES  INC. 

PO,  BOX  149.  NASHVILLE,  TENNESSEE  37202 
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Your  building  could  be 
wasting  enough  energy  to 
operate  another  building . . 


Here's  how  we  found  out, 
Grumman  is  really  a  small 
city  m  itself,  more  than 
22,000  people,  with  7  mil- 
lion square  feet  of  manufac- 
turing, research  and  devel- 
opment, administrative  and 
other  building  space.  We 
applied  our  aerospace- 
developed  systems  engi- 
neering to  our  own  plants 
and  buildings  several  years 
ago— simply  as  an  economy 
measure. 

The  results  were  so  suc- 
cessful that  we  formed  the 
Grumman  Aerospace  En- 
ergy Systems  Group  and 
entered  the  commercial 
field  to  help  combat  spiral- 
mg  costs  for  fuel  and 
electricity 


,i4Ui4r 


The  energy  dilemma  was 
not  really  upon  us  until  this 
year  and  this  has  created  a 
dramatic  shift  between 
initial  investment  and  oper- 
ating costs. 

What  can  you  do  about 
this? 

You  can  contact 
Grumman's  Energy  Sys- 
tems Group,  whoge  systems 
engineers  will  survey  and 
analyze  your  building(s)' 
systems  and  operations;  es- 
timate potential  for  annual 
energy  savings  and  operat  - 
mg  costs,  estimate  imple- 
mentation costs,  supervise 
changes  to  the  building(s)' 
systems  that  v^ll  result  in 
energy  and  operating  cost 
savings;  provide  energy 
consumption  monitoring 
services.  And,  Energy  Sys- 
tems Group's  fee  is  based 
on  the  money  you  save  m 
energy  consumption.  In 
fact,  they'll  do  exactly  the 
same  for  you  that  they  did 
for  Grumman  and  for  their 
clients. 


Most  people  know 
Grumman  for  reliability  and 
performance  in  aerospace. 
That  same  dedication  and 
excellence  go  into  a  broad 
range  of  consumer  and 
technological  products  and 
services.  From  energy  sys- 
tems to  boats,  yachts,  buses, 
motor  homes,  truck  bodies, 
data  systems,  ecological 
systems,  military  aircraft, 
corporate  jets,  basic  trainer 
aircraft,  health  and  hospital 
systems. 

After  all,  Grumman's 
Lunar  Module  is  the  only 
vehicle  that  has  delivered 
men  to  and  from  the  moon's 
surface.  That  kind  of  reli- 
ability and  quality  rubs  off 
on  all  our  products  and 
services.  Grumman  Cor- 
poration, Bethpage,  NY 


GRUMMAN 


M 


■li  Lim 


For  additional  in- 
formation contact 
John  Mockovciak,  En- 
ergy Systems  Group, 
Grumman  Aerospace 
Corporation,  Beth- 
page,  N.Y  11714 
(Tel:  516-575-3785), 


i 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


by  MALCOLM  S,  FORBES 


MERRY  CHRISTMAS  TO  ALL 

and  to  all,  a  not  too-cold  night. 

TO  THE  ARABS   AND  TO  THE  ISRAELIS 

Peace  on  earth  and  goodwill  toward  men. 

THE   REAL  BRINK  IS  PROBABLY  YET  TO  COME 


If  you  think  Russia's  threat  to  solo  "police"  the  Israeli- 
Arab  cease-fire  and  Nixon's  ensuing  mild  alert  of  our 
Armed  Forces  was  brinky,  you  ain't  seen  nothing  yet.  Con- 
sider this  ominous  possibility- 
Suppose  Saudi  Arabia  cum  Kuwait,  with  their  over- 
whelming hold  on  85%-95%  of  the  oil  needs  of  Europe  and 
Japan,  squeeze  so  hard  that  those  economies  are  brought 
to  a  virtual  halt— factories  closed,  homes  freezing,  trans- 
portation immobilized. 

Do  you  really  think  that  these  countries  are  going  to 

sit  quietly  with  their  thumbs  in  their  mouths  and  die?  Do 

you  really  think  that  the  U.S.  is  goin^to  sit  sucking  its 

thumb  while  the  whole  Free  World  is  brought  to  its  knees? 

To  ask  the  question  is  to  answer  it. 

Ironic,  isn't  it,  that  Saudi  Arabia  and  its  King  had  close 
rapport  with  us  for  the  past  four-and-a-half  decades;  they 

RUSSIA'S   GAS   'N  OIL 

Before  we  started  brinking  again  with  Russia,  I  tended 
to  think  maybe  those  multibillion-doUar  proposed  deals 
with  Russia,  where  we'd  finance  their  refineries  and  pipe- 
lines and  they'd  pay  us  back  in  natural  gas  and  oil,  might 
make  some  sense. 

But  what's  happening  now  most  assuredly  serves  to 
knock  some  sense  back  in  such  U.S.  heads  as  might  have 
been  temporarily  turned  or  softened  at  the  prospects  of 
such  "swap"  projects. 

We  most  certainly  do  have  to  spend  $billions  develop- 
ing new  energy  sources— NOW— but  they'd  better  be  here  at 
home.  We're  having  a  little  lesson  on  energy  dependence. 

THE  BEST  BUY  IN  GIVING 

The  Salvation  Aimy. 


were  the  moderating  influence  in  previous  Mideast  cri- 
ses. Ironic,  too,  that  Kuwait  only  exists  as  an  entity  as  a 
result  of  West  Europe  and  U.S.  insistence. 

Now  the  8  million  largely  nomadic  Saudis  and  the 
800,000  Kuwaitis  have  supeipower  clout  (spelled  o-i-1), 
have  sundered,  sabered  the  Free  World  as  the  Commie 
Bloc  was  never  remotely  able  to  do. 

Sure,  the  U.S.  can  get  by— it'll  be  damn  hard,  though— 
the  Saudi  squeeze.  Japan  has  been  exempted  from  the 
next  scheduled  oil  cut,  but  if  it  and  Europe  are  squeezed 
harder,  they  can't  get  by.  And  neither  they  nor  we 
will  sit  still  for  their  demise. 

That  ought  to  be  plain  even  to  King  Faisal. 

Certainly  to  Russia. 

If  it  isn't,  there's  no  choice  but  to  the  brink. 

We  can  only  hope— not  over  it. 

FOR  US?   FORGET  IT 

As  a  matter  of  fact,  long  before  the  present  crisis, 
Soviet  Union  was  not— and  is  not  now— fulfilling  the  fuel 
commitments  it  had  made  in  old  trade  deals  with  other 
countries, 

Kosygin  himself  in  a  recent  inside-Russia  speech  ad- 
mitted that  Russia's  own  fuel  situation  is  "still  tense.  It 
is  necessary  to  do  everything  possible  to  economize  in 
fuels  and  electrical  energy,  and  to  find  new  fuel-energy 
resources.  These  are  problems  not  only  of  today  but  also 
of  tomorrow  .  .  ." 

We  should  put  up  the  money  and  our  knowhow  on 
Russia's  promise  of  future  deliveries?!?! 

WHEN  YOUR  CUP  RUNNETH  OVER 

turn  off  the  tap. 


FORBES,    DECEMBER    15,    1973 


13 


NOW  I  KNOW  WHY 


crossing  our  country  in  a  hot-air  balloon  "from  sea  to  shin- 
ing sea"  has  never  been  done  before. 

The  Why  Nots  are  mxiltitudinous  and  range  from  the 
requirement  for  unlimited  luck,  ridiculous  expense,  con- 
siderable planning,  five  weeks  of  time  in  the  doing,  to  the 
limitless  uselessness  of  the  accomphshment. 

As  for  the  Why  of  doing  it,  I  can't  honestly  think  of 
a  compelling,  good  reason.  Men  say  they  climb  moun- 
tains because  they're  there,  but  that  same  logic  is  a  bit 
hard  to  apply  to  ballooning  across  America.  I  suppose  it's 
just  because,  as  a  recent  enthusiast,  I've  come  to  love  bal- 


looning, and  the  appeal  of  a  Voyage  from  one  coast  of  the 
U.S.A.  to  the  other  grew  to  irresistible  proportions. 

I  guess  it's  surprising  (perhaps  not  really)  that  the  same 
reasons,  or  lack  of  them,  that  prompted  this  adventure 
led  many  across  the  land  to  follow  it  with  singular  curios- 
ity and  frequent  enthusiasm.  When  we  splashed  down  in 
the  icy  waters  of  the  Chesapeake,  I  was  very  wet  and 
very  cold  and  very  hsfppy  that  the  undertaking  was  accom- 
plished. So,  too,  it  seems,  the  excitement,  the  problems  and 
the  sheer  fun  of  the  Voyage  had  been  shared  by  many- 
witness  this  letter  from  a  Nebraska  teacher: 


Your  flight  across  the  United  States 
has  been  a  subject  of  interest  to  many, 
I  am  si.u"e,  but  I  am  wondering  if  you 
realize  as  you  wend  your  way  across 
this  land,  how  many  hves  you  are 
touching.  On  this  morning  of  Oct.  22, 
I  came  out  of  my  house  on  my  way 
to  school  (I  teach  Enghsh  to  high 
school  seniors)  and  saw  your  balloon 
in  the  far  western  sky.  It  was  a  beau- 
tiful sunshiny  morning,  and  there  in 
the  sky  was  a  new  and  imusual  phe- 
nomenon. About  8:10  my  students 
began  arriving  in  class,  and  they  gath- 
ered at  the  windows  and  doors  to 
watch  you.  By  this  time,  you  were 
north  and  east  of  the  school  building. 
Many  had  never  seen  a  balloon  be- 
fore and  were  fascinated  with  your 
journey.  Teenagers  are  by  nature  in- 
trigued by  adventure,  and  here  you 


were  floating  across  their  world— slow- 
ly and  surely— being  able  to  look  down 
upon  all  hiunanity  and  close  enough 
and  slowly  enough  to  note  their 
activities. 

Their  comments  were  many  and 
varied  but  all  curious:  "Gee,  what  a 
trip!"  "I  wonder  if  he  gets  cold  up 
there."  "Does  he  have  a  parachute?" 
"What  do  you  suppose  he  eats?"  "How 
does  he  steer  it?"  "Does  he  ever  travel 
at  night?"  "Are  there  lights  on  the 
balloon?"  "How  big  is  the  basket?" 
"Does  it  have  a  roof?"  "What  furni- 
ture does  he  have  in  there?"  "Boy, 
I  wish  we  could  see  it  up  close."  So 
on  and  on  they  talked  as  they  watched 
you  float  by— a  superman,  not  from 
outer  space  but  right  here  in  near 
space.  One  boy  who  lives  in  the  coun- 
try even  drove  a  few  miles  north  of 


his  home  so  that  he  was  under  the 
balloon  as  it  passed. 

Mr.  Don  Osbom,  our  principal, 
had  been  to  North  Platte  to  try  to 
see  the  balloon  on  Sunday  as  he  was 
especially  interested  in  the  flight.  He 
joined  in  the  watch  here  this  morning. 
By  9:30  you  were  east  and  south  of 
us  and  going  merrily  on  your  simny 
way.  We  watched  you  out  of  sight. 
As  you  crossed  Cozad,  Neb.  and 
our  high  school,  how  could  you  be 
aware  that  we  were  gazing  at  you 
with  wonder  and  awe,  a  little  bit  of 
the  past  in  our  modem  world? 

I  am  writing  to  tell  you,  Mr. 
Forbes,  that  we  were  glad  that  Cozad, 
Neb.  was  on  your  itinerary  because 
for  a  few  moments,  you  brought  the 
magic  of  another  era  into  our  lives. 

—Betty  Menke 


1.  Coos  Bay 
2.  Crow 

3.  Sun  Riverfj 
4.  Wagohtire 


PROPOSED  AND  ACTUAL  ROUTE 
OF  THE  FORBES  BALLOON  VOYAGE 
FROM  THE  PACIFIC  COAST 
TO  THE  ATLANTIC  COAST 

OCTOBER  4-NOVEMBER  6,  1973 

5.  Diamon«yunction 

8.  Tu^arora 

10.  Springfield 


Roaring  Sprang 

McDermitt  7  9.lHollister 

Nevada 


WORLD  RECORDS  SET  ON  VOYAGE 


For  Distance 

**(A)Point  11  to  12. ..211  miles 

*(B)Point  12  to  13. ..212  miles 


For  Distance 

*(C)Point  16  to  17. ..312  miles 

**(D)Point  20  to  21. ..416  miles 


For  Duration 
*(E)Point  14  to  15...13  hrs.,     5  mins. 
*(C)Point  16  to  17... 11  hrs.,  57  mins. 

•Official     ••Unofficial 


VENTURE  NOTHING 

and  life  is  less  than  it  should  be. 


ON  THE  OTHER  HAND 

live  less  and  you'll  live  longer. 
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Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Solar  Energy  Houses 

Houses  designed  to  save  up  to  80% 
of  the  energy  normally  used  in  the 
average  household  are  planned  for 
the  Las  Vegas  area.  The  "Enercon 
Home"  has  solar  collectors  on  the 
roof,  according  to  K.  Alfred  Jenkins, 
the  president  of  Energex,  a  compa- 
ny that  introduced  the  first  commer- 
cial solar-energy  heating-cooling  sys- 
tem in  southern  Nevada. 

The  house  was  developed  after  a 
three-year  effort  by  more  than  30 
companies  "in  response  to  President 
Nixon's  challenge  to  develop  clean 
new  sources  of  energy  and  conserve 
our  dwindling  reserves  of  convention- 
al energy,"  Mr.  Jenkins  said. 

—United  Press  International. 

Hiding  a  Price  Increase 

There  are  thousands  of  items 
around  whose  prices  have  stayed  the 
same  but  whose  sizes  have  shrunk. 

Just  look  how  easy  it  would  be  for 
Planters  Peanuts  to  take  three  pea- 
nuts out  of  a  ten -cent  package!  Who's 
going  to  count  them?  Some  of  the 
facts  on  this  kind  of  juggling  with  oth- 
er products  have  been  put  together 
by  the  House  Committee  on  Govern- 
ment Operations.  The  techniques  of 
increasing  prices  in  such  a  way  that 
the  consumer  isn't  sensitive  to  the  in- 
crease   are    plentiful.    Yet,    according 


to  classic  market  theory,  there  is  sup- 
posed to  be  such  a  great  sensitivity 
in  the  relationship  between  buyer  and 
seller  that  when  the  price  goes  up 
the  volume  goes  down.  Practically  all 
the  students  in  our  generation  swal- 
lowed that  theory— the  theory  of  the 
invisible  hand  guiding  the  market, 
the  self-correcting  mechanism.  A  nice, 
clean,  uncluttered  view  of  the  mar- 
ket. In  teaching  economic  theory,  they 
don't  talk  about  removing  three  pea- 
nuts from  a  package. 

—Ralph  Nader, 
The  New  Yorker. 

In  Need  of  Curing 

William  Sherman,  a  reporter  for 
the  New  York  Daily  News,  recently 
borrowed  a  Medicaid  card,  feigned  a 
cold  and  presented  himself  at  a  pri- 
vate clinic  in  Queens.  When  he  quit 
the  charade  after  two  visits  on  suc- 
cessive days  (they  wanted  him  to  re- 
turn for  a  third),  he'd  been  ex- 
amined by  an  internist,  a  podiatrist, 
and  a  psychiatrist;  he'd  had  a  cardio- 
gram. X-rays,  three  blood  tests  and 
two  urinalyses;  collected  six  drug 
prescriptions,  and  run  up  a  bill  which, 
according  to  the  city  fee  schedule, 
would  cost  the  taxpayers  $112.20. 

New  York  City's  outlays  for  health 
services  for  the  indigent  have  risen 
eightfold  in  six  years,  to  $1.3  billion 
a  year.  Given  Mr.  Sherman's  experi- 


ence it's  not  unreasonable  to  suspect 
that  a  sizable  portion  of  this  amount 
is  not  doing  a  thing  for  the  needy, 
and  that  wage  and  price  controls  will 
not  slow  its  advance  by  a  nickel's 
worth. 

—A  Wall  Street  Journal  editorial. 

Unproductive  Productivity 

Lorin  Hawes  started  out  as  a  U.S. 
nuclear  physicist,  but  emigrated  to 
Australia.  . . .  He  then  turned  for  his 
living  to  what  had  become  his  hob- 
by: making  and  throwing  boomer- 
angs. "I  decided  to  join  the  select 
group  of  people  who  work  less  and 
earn  more  by  being  unproductive. 
What  could  be  more  unproductive 
than  throwing  boomerangs?  If  you 
want  the  damn  thing  back,  why 
throw  it  in  the  first  place?" 

—Time  magazine. 

Food  Is  the  Ceiling 

We  are  now  looking  at  some  of 
the  outer  limits  of  global  "carrying 
mass"  in  food  production.  It's  becom- 
ing marginal  to  feed  the  present 
world  population.  I  had  not  thought 
of  food  as  the  most  critical  ceiling. 
But  it  is  clear  to  me  that  you  couldn't 
double  the  [world]  population,  as  is 
expected  by  the  year  2000,  and  still 
feed  them. 

—Professor  Carroll  Wilson, 
Massachusetts  Institute  of  Technology. 


Unless  sidetracked  by  the  con- 
troversy over  Russian  emigration 
policies.  Congress  is  likely  to  pass 
a  comprehensive  trade  bill  for  the 
U.S.  to  negotiate  a  revised  set  of 
international  trade  rules  with  its 
trading  partners. 

As  written  by  the  House  Ways 
&  Means  Committee,  however,  the 
bill  ha§  shortcomings  that  might 
mitigate  much  of  its  usefulness. 

These  deficiencies  were  well  simi- 
marized  recently  by  Columbia  Law 
Professor  Richard  N.  Gardner. 

The  bill  contains  an  "unprece- 
dented" requirement  that  in  the 
"area  of  nontariff  barriers,  the 
President  must  achieve  'competi- 
tive opportunities'  for  U.S.  exports 
'equivalent'  to  the  'competitive  op- 
portunities' afforded  to  these  prod- 
ucts in  the  U.S."  If  the  U.S.  should 
liberalize  import  restrictions  for, 
say,  chemicals,  it  must  get  the  same 
concession  for  our  chemical  exports. 


TRADE  BILL  WARNINGS 

In  the  past,  Gardner  points  out, 
"we  have  conducted  our  trade  ne- 
gotiations on  the  basis  of  overall 
reciprocity.  .  .  .  Requiring  that  reci- 
procity be  achieved  in  30  or  40 
different  product  sectors  risks  plac- 
ing insuperable  handicaps  on  our 
negotiators." 

Another  flaw  is  that  the  bUl  "is 
much  too  permissive  in  allowing 
U.S.  industries  to  resort  to  tariff  and 
other  forms  of  protection  [from] 
import  competition.  For  example, 
the  existing  requirement  that  im- 
ports be  the  'major'  cause  of  in- 
jury ...  is  changed  to  .  .  .  only  a 
'substantial'  cause." 

This  kind  of  a  liberalization 
could  put  intolerable  political  pres- 
sures on  a  President  to  help  out 
industries  that  wouldn't  normally 
qualify  for  relief  from  foreign  im- 
ports. This  could  lead  to  similar 
restrictions  by  our  trading  partners. 

That's  how  trade  wars  are  begun. 


The  bill  is  also  "totally  silent  on 
access  to  raw  materials.  We  are  en- 
tering an  era  in  which  producing 
countries  are  increasingly  tempted 
to  withhold  supplies  for  economic 
or  political  reason,"  Gardner  warns. 
The  Arabs  are  not  the  only  ones 
guilty  of  this.  "The  U.S.  unilaterally 
cut  off  exports  of  agricultural  prod- 
ucts to  deal  with  t"'omestic  infla- 
tion." Therefore  we  must  "write 
some  new  rules  providing  for  equal 
access  to  raw  materials. 

"One  of  the  central  objectives  of 
our  trade  policy,"  Gardner  reminds 
us,  "has  been  to  create  the  kind  of 
nondiscriminatory,  secure  access  to 
markets  and  supplies  that  would 
remove  the  economic  motives  for 
the  use  of  armed  force." 

Overall,  a  timely  set  of  criticisms. 

With  a  timely  reminder  for  Ku- 
waitis and  Saudi  Arabians  who 
prize  their  independence. 

—M.S.  Forbes  Jr. 
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introduces  the 
insomriiac. 


Thought  you  locked  up  your  office  for  the 
night  and  everyone  ^vent  home? 

Then  haw  come  information  is  coming  in, 
right  now,  at  one  in  the  morning? 

Because  you  were  smart  enough  to  get 
yourself  a  ne^v  Xerox  Telecopier  410  transceiver. 
The  machine  that  never  sleeps. 

Just  like  the  original  Telecopier,  it  lets  you 
send  copies  from  one  place  to  another  in  minutes. 
With  one  big  diiEFerence:  It  does  the  job  by  itself 

To  send,  a  person  simply  dials  the  number, 
places  as  many  as  75  documents  in  the  automatic 
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feeder,  and  the  Telecopier  410  does  the  rest. 

MeaiiAvhile,  the  automatic  answerii^  device 
on  your  machine  answers  the  phone,  andthe  410 
takes  everything  down  exacdy  as  it  w^as  sent. 


Even  w^hen  diere's  no  one  in  the  ofiSce. 

The  new^  Telecopier  410  transceiver.  After 
putting  in  a  hard  day,  it  puts  in  a  hard  night. 
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America's  waterways; 

And  at  Home  for 
insurance. 
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Right  in  Our  (Watery)  Backyard 


The  best  solution  to  the 

energy  crisis  may  be  one 

most  people  are  overlooking. 

There  is  more  oil— recoverable  oil- 
within  a  day's  driving  distance  of 
New  York  City  than  there  is  in  the 
whole  North  Sea.  You  can't  motor 
down  there  in  the  family  wagon,  ac- 
tually, because  the  oil,  an  estimated 
46  billion  barrels  of  it,  along  with 
228  trillion  cubic  feet  of  natural  gas, 
is  under  water.  But  it  lies  under  the 
Atlantic  continental  shelf,  from  Cape 
Hatteras  to  Canada,  no  more  than 
100  miles  offshore,  much  of  it  only 
30  to  50  miles  offshore.  And  it  is 
no  more  than  600  feet  under  the 
ocean's  surface. 

Says  who?  Says  the  United  States 
Geological  Survey,  based  on  years  of 
geophysical  soundings  by  oil  compa- 
nies and  by  the  USGS  itself.  For  com- 
parison: The  North  Sea  holds  estab- 
lished oil  reserves  of  8  billion  to  10 
billion  barrels  and  estimated  total  re- 
serves of  around  40  billion  barrels  of 
oil.  The  whole  U.S.  has  proven  re- 
serves of  36.3  billion  barrels. 

In  addition,  says  the  USGS,  the 
oil  under  that  shelf  is  only  a  small 
part  of  the  total.  It  estimates  po- 
tentially recoverable  resources  under 
all  our  continental  shelves,  the  At- 
lantic, the  Gulf  of  Mexico,  the  Pacific 
and  the  Gulf  of  Alaska,  at  180  billion 
barrels  of  oil  and  900  trillion  cubic 
feet  of  gas.  No  wonder  James  R. 
Jackson,  Exxon's  manager  of  explora- 
tion environmental  affairs,  told 
Forbes  the  other  day:  "The  U.S.  con- 
tinental shelf  is  the  most  viable  area 
for  meeting  U.S.  energy  needs  in  the 
next  five  to  ten  years." 

Jacksoa  continued:  "Other  sources, 
exotics  rapging  from  manure  and  gar- 
bage to  tidal  power,  are  at  best  orJy 
supplements;  some,  like  coal  gasifica- 
tion and  shale  oil  development,  are 
going  to  be  important  some  day,  but 
not  in  that  time  frame.  We  will  still 
rely  on  oil  for  a  long  time." 

So,  what  are  we  waiting  for?  Partly 
we  are  waiting  to  get  a  better  feel 
for  the  environmental  impact.  Presi- 
dent Nixon  has  directed  the  Council 
on  Environmental  Quality  to  report 
next  April  on  the  environmental  effect 
of  new  offshore  drilling,  and  has  al- 
ready held  hearings  around  the  coun- 
try.   There    are    political    squabbles: 
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The  State  of  Maine,  in  U.S.  vs. 
Maine,  is  claiming  rights  to  200  miles 
of  offshore  waters,  instead  of  the  nor- 
mal three  miles,  based  on  a  charter 
given  to  it  in  the  17th  century  by 
King  Charles.  No  oil  company  will 
bid  for  leases  until  that  suit  is  settled 
and  the  CEQ  report  is  in  and  the  re- 
quirements of  the  National  Environ- 
mental Policy  Act  are  satisfied. 

Exxon's  Jackson  figures  the  opti- 
mistic earliest  these  matters  could  be 
resolved  would  be  early  1975.  If  that 
happens,  he  goes  on,  and  if  the  oil 
companies  are  unusually  lucky  right 
off,  oil  could  be  flowing  to  East  Coast 
refineries  by  1977. 

Most  of  this  oil  is  no  more  difficult 
to  recover  than  oil  in  the  Gulf  of  Mex- 
ico, where  an  average  of  1.2  million 
barrels  a  day  are  being  produced.  It 
should  be  much  cheaper  to  bring  to 
market  than,  say.  North  Sea  oil,  and 
much  closer  to  market.  In  fact,  most  of 
it  is  on  the  doorsteps  of  the  refineries 
that  would  consume  it  and  the  in- 
dustries that  need  it.  Even  the  Gulf  of 
Alaska  continental  shelf  oil  is  closer 
than  North  Slope  oil,  for  instance. 

With  less  than  3%  of  U.S.  offshore 
acreage  leased  (mainly  in  the  Gulf 
of  Mexico),  vs.  65%  in  the  North 
Sea,  and  with  nary  a  well  sunk  be- 
tween Nova  Scotia  and  Florida,  what 
makes  oilmen  so  sure  there's  oil  in 
the  seas? 

Several  things:  There  are  on  the 
Northeast  continental  shelf  sediments 
of  the  kind  that  traditionally  are  cer- 
tain to  harbor  oil— an  incredible 
30,000-foot  thickness  of  sediment. 
Furthermore,  these  shelves  are  hard- 


ly out  of  the  geological  cradle,  a  mere 
130  million  or  so  years  old.  That 
means  any  oil  formed  in  those  sedi- 
ments is  likely  to  be  trapped  in  neat, 
accessible  pools,  because  it  hasn't  had 
time  to  seep  out  into  neighboring 
rocks  where  it  can't  be  recovered.  Fi- 
nally, seismic  studies  have  shown  geo- 
logic traps  exist  where  oil  could  col- 
lect as  pools. 

One  oil  company  exploration  chief, 
a  geologist,  told  Forbes  off  the  rec- 
ord: "The  continental  shelves  are  at- 
tractive because  of  that  young  age. 
And  that  extra  thickness  really  excited 
us.  I  know  there's  oil  there."  His  en- 
thusiasm is  echoed  by  Dr.  Wilson 
Laird,  director  of  the  American  Pe- 
troleum Institute's  Committee  on  Ex- 
ploration, who  adds:  "While  it's  true 
no  two  pools  are  alike,  there  are  anal- 
ogies to  go  by."  The  Northeast  shelf 
structures,  he  points  out,  are  about 
the  same  age  as  the  structures  off 
Nova  Scotia,  where  three  potential  oil- 
producing  wells  \  ave  been  drilled. 

Significantly,  that  oil  is  much 
younger  than  Alaska's  North  Slope  oil, 
which  is  located  in  a  200-million- 
year-old  formation,  the  kind  that  so 
far  has  supplied  less  than  1%  of  all 
the  world's  oil. 

That's  the  promise:  millions  of  bar- 
rels a  day  of  oil,  enough  for  self-suf- 
ficiency in  a  decade.  But  will  the  en- 
vironmentalists buy  the  deal? 

The  environmentalist  movement 
was  floored  by  the  Alaskan  pipeline 
bill's  passage,  but  it  is  not  down  for 
the  count.  Michael  McCloskey,  execu- 
tive director  of  the  140,000-member 
Sierra  Club,  means  to  keep  his  organi- 
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/.ation  waiting  in  the  wings  ready  to 
pounce  on  drilling  proposals  that  don't 
generate  safety.  By  safety,  he  means  a 
number  of  things.  He  doesn't  buy  the 
oil  companies'  assertions  that  there  is 
no  danger  to  marine  life  from  drilling. 
Nor  does  Woods  Hole  Oceanographic 
Institute  Senior  Scientist  Dr.  Howard 
Sanders,  who  has  studied  marine  oil 
pollution  more  than  anyone  has.  Says 
he:  "We  are  getting  a  massive  brain- 
washing that  there  is  no  problem  with 
oil  pollution  of  the  seas.  Oil  is  a 
deadly  poison,  which  our  studies  have 
totally  documented.  We  have  found 
that  when  oil  gets  to  the  bottom  of 
the  ocean,  it  changes  very  little  and 
it  moves  over  a  much  larger  area 
than  the  original  spill." 

If  Sanders  is  right,  that  could  spell 
disaster  to  commercial  fishing.  More 
than  85%  of  U.S.  commercial  fishing 
is  over  the  continental  shelf.  Sanders 
holds  there  should  be  a  moratorium 
on  all  offshore  drilling  until  its  efiFects 
are  fully  studied.  Yet  these  men,  and 
other  responsible  environmentalists 
Forbes  talked  to,  aren't  sure  what 
their  ultimate  course  of  action  will  be, 
though  they  are  deeply  concerned. 

The  Pols  Vote  No 

The  politicians  guarding  the  beaches 
know  what  their  course  of  action  is 
going  to  be.  Out  on  New  York's  Long 
Island,  two  rich  counties,  Nassau  and 
Suffolk,  have  joined  hands  against  any 
offshore  drilling.  Suffolk  County  Ex- 
ecutive John  Klein  told  Forbes:  "Our 
two  counties  have  a  thousand  miles  of 
shoreline,  which  supports  a  $285-mil- 
lion  resort  industry.  And  we  are  con- 
vinced offshore  drilling  will  pollute 
that  shore."  So  the  two  counties  have 
hired  counsel  and  are  preparing  a  suit, 
which  will  be  filed  the  moment  the 
Department  of  the  Interior  gives  the 
go-ahead  for  oil  companies  to  bid  for 
those  drilling  leases  off  the  North- 
east Coast. 

And  it  isn't  just  that  politicians  are 
buying  votes  or  environmentalists  are 
blind  to  national  needs.  The  oppo- 
nents of  offshore  drilling  Forbes  talked 
with  are  convinced  that  there  are  al- 
ternatives to  offshore  oil,  substitutes 
like  shale  oil  and  coal  gasification. 
But  these,  too,  involve  heavy  ecologi- 
cal problems  insofar  as  they  require 
stripping  the  landscape. 

But  the  continental  shelf  oil  is  there, 
tantalizingly  close,  and  involving  per- 
haps fewer  ecological  dangers  than 
the  alternatives.  Will  the  American 
people  buy  the  argument  for  this  off- 
shore drilling?  Much  depends  on  how 
seriously— and  for  how  long— they 
worry  about  the  energy  crisis.  If  the 
crisis  fades  from  the  front  pages,  the 
temptation  will  grow  to  postpone  the 
hard,  risky  decisions,   ■ 
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As  I  See  It 


// 


We  Face  8%  Unemployment— and  Inflation" 

So  what  must  be  done  in  your  view? 


In  politics,  no  one  has  a  clear  title  to 
an  issue  when  it  becomes  as  critical  as 
the  energy-economic  crisis.  But  Sen. 
Henry  Martin  Jackson  (Dem.,  Wash.), 
chairman  of  the  Senate's  Interior 
Committee,  has  a  strong  claim.  In  the 
past  year,  and  long  before  the  Arab 
blackmail,  he  pushed  for  a  stronger 
U.S.  energy  policy.  Most  of  Jackson's 
early  efforts  drew  White  House  oppo- 
sition until  this  fall's  crisis. 

The  Jackson  scorecard  on  energy 
looks  like  this:  He  steered  the  trans- 
Alaska  pipeline  bill  through  to  pas- 
sage. He  sponsored  and  managed  a 
mandatory  fuel-allocation  bill  to  pas- 
sage against  Presidential  wishes.  And 
Jackson  introduced  the  emergency 
fuel  consumption  powers  bill  three 
weeks  before  the  White  House  called 
on  Congress  to  meet  the  crisis. 

Jackson  is  now  pushing  a  so-called 
"Manhattan  Project"  (named  after  the 
World  War  II  crash  program  to  build 
the  atom  bomb)  for  energy.  In  March 
he  proposed  a  $2-billion-a-year  at- 
tempt at  developing  alternative 
sources  of  energy,  with  the  goal  of 
making  the  U.S.  self-sufficient  in  en- 
ergy resources  within  ten  years.  His 
bill  was  recently  approved  unani- 
mously by  the  Senate  Interior  Com- 
mittee. Passage  by  Congress  is  likely 
early  next  month.  Forbes  sought  out 
Jackson  to  talk  about  energy. 


How  badly  could  the  petroleum 
shortage  distort  our  economy? 

Jackson:  The  reason  the  stock  market 
started  into  a  dive  in  November  was 
that  it  just  dawned  on  people  what 
some  of  us  have  been  warning  about 
for  a  long  time— that  the  real  impact 
of  an  energy  shortfall  is  not  just 
queueing  up  at  the  gas  station.  If  not 
administered  right,  this  situation  can 
set  off  a  chain  reaction  that  will  lead 
to  shortages  in  metals,  chemicals  and 
on  to  shutting  down  factories.  And 
that  will  drive  prices  of  goods  up  and 
set  off  inflation  just  as  we  get  into  a 
recession. 

It  doesn't  take  muCh  imagination 
to  see  what  will  happen  when  the 
Administration's  own  projections  say 
a  25%  fuel  shortfall  in  first-quarter 
1974  will  cause  a  loss  of  $100  billion 
in  gross  national  product.  Well,  our 
GNP  was  supposed  to  go  up  $100 
bilhon,  so  the  spread  is  really  $200 
billion.  If  that  doesn't  lead  to  8%  un- 
employment and  inflation  at  the  same 
time,  I  don't  know  what  will. 


Jackson:  First  of  all  there  is  the  short- 
term  problem.  We  now  consume  17 
-million  to  18  million  barrels  of  pe- 
troleum products  a  day.  We  import 
6  million,  and,  directly,  the  Arab  na- 
tions were  providing  3  million.  There 
are  two  solutions  to  this  short-term 
problem.  One  is  conservation  of  what 
petroleum  we  do  have.  That  means 
gasoline  rationing,  and  I  know  it's 
unpopular  and  that  it  will  be  a 
bureaucratic  jungle.  But  it  simply  has 
to  be  done. 

Why  does  it  have  to  be  rationing? 

Jackson:  One,  because  it  will  save  us 
a  million  barrels  of  gasoline  a  day. 
And  two,  because  it  gives  the  Ameri- 
can people  the  most  flexibility  and 
least  regimentation  of  any  other  meth- 
od, such  as  ten-gallon  limits  or  Sun- 
day-driving bans.  The  discretion  must 
be  left  to  the  people.  If  they  have 
saved  the  coupons  and  want  to  go  on 
a  trip,  they  can. 

But  what  about  the  black  markets 
of  World  War  II  rationing?  How 
would  you  set  up  the  mechanism  to 
administer  such  a  program? 

Jackson:  We  still  have  our  draft 
boards  functioning  in  each  commvmi- 
ty  and  they  don't  have  much  to  do. 
And  if  people  want  to  sell  their  cou- 
pons to  someone  else,  well,  it  will  be 
their  coupons  and  not  any  more  fuel 
consumed. 

There  are  other  conservation  meth- 
ods: the  speed-limit  cutback  and  turn- 
ing off  public  building  lights  at  night 
—all  that  would  save  us  2  million  bar- 
rels, two-thirds  of  our  daily  shortfall. 

The  other  method  open  to  us  is  to 
substitute  available  energy  sources, 
such  as  coal,  for  petroleum.  There  arc 
heating  plants  and  industrial  users 
that  can  convert  to  coal  rather  quick- 
ly and  save  us  300,000  or  more  bar- 
rels a  day. 

So  belt-tightening  may  be  able  to 
get  us  through  the  immediate  crisis. 
What  then? 

Jackson:  We  still  face  a  shortfall  of 
energy  resources.  This  second,  or  in- 
termediate, crisis  we  face  can  be 
solved  in  two  areas.  The  best  is  a  mas- 
sive effort  to  sell  government  It'uscs 
on  the  outer  continental  shelf  and  the 
public  lands  within  the  U.S.  The  re- 
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Senator  Jackson 


serves  in  Alaska  alone  are  supposed 
to  be  enormous.  After  a  better  esti- 
mate, I  am  told  we  may  have  more 
oil  reserves  in  the  Alaskan  outer  shelf 
than  we  have  in  all  of  the  U.S.  And  a 
second  area  is  through  research  and 
development  to  build  the  capacity  to 
bum  coal  under  boilers  and  capture 
all  of  the  sulphur  so  you  end  up  with 
a  clean  product.  We  ought  to  be  able 
to  do  that;  it  will  cost  us,  but  it  should 
be  in  our  priority  list. 

But  as  an  environment  watchdog 
of  long  standing,  don't  these  two 
areas  cause  you  to  worry  about  the 
impact  on  the  ecology— particularly 
the  effect  that  offshore  oil  drilling 
could  have? 

Jackson:  Frankly  I  think  we  are  go- 
ing to  have  some  recession  in  environ- 
mental standards.  But,  after  all,  I  am 
the  author  of  the  National  Environ- 
mental Policy  Act,  and  I  am  not  going 
to  permit  industries  to  use  the  environ- 
mental issue  as  a  subtle  means  of  un- 
doing the  progress  we've  made. 


Where  does  your  Manhattan  Proj- 
ect come  in? 

Jackson:  What  we  want  to  do  is 
marshal,  with  the  urgency  of  a  Man- 
hattan Project  or  an  Apollo  moon 
shot,  all  of  our  scientific  and  tech- 
nological talent  so  that  we  can  achieve 
a  self-suflBciency  by  1983.  I  don't  see 
us  becoming  self-sufficient  by  1980, 
as  the  President  has  indicated. 

The  President's  budget  for  fiscal 
1974  proposes  less  than  $800  million 
—$771.8  million— for  all  energy  re- 
search and  development.  Nearly  75% 
of  that  is  for  nuclear  R&D  by  the 
Atomic  Energy  Commission.  We  pro- 
pose what  we  call  a  management 
program  for  another  $800  million  an- 
nually for  R&D  in  coal  gasification, 
oil  shale  conversion,  geothermal  en- 
ergy and  coal  liquefaction. 

We  can  convert  coal  to  natural  gas 
or  petroleum.  The  problems  up  to 
now  have  been  environmental  con- 
cerns and  the  economics  of  it.  But  the 
price  of  petroleum,  has.  gone  up  so 
much  that  the  price  is  no  longer  a 
problem.  That  does  leave  us  with 
finding  an  environmentally  acceptable 
way.  The  same  for  oil  shale.  The  po- 
tential there  could  be  in  the  trillions 
of  barrels,  but  the  environmental 
problem  remains. 

So  your  program  really  takes  noth- 
ing away  from  the  ongoing  develop- 
ment of  the  fast-breeder  nuclear 
reactor? 

Jackson:  Oh,  no.  What  we've  been 
discussing  here  is  related  only  to  our 
finite  resources.  After  all,  they  estimate 
the  world  will  be  out  of  petroleum 
in  2040  and  we  will  eventually  run 
out  of  coal.  So  our  program  has  to 
include  the  secondary  phase,  the  de- 
velopment of  fusion— the  control  of 
hydrogen  fusion— and  developing  fis- 
sion. That  is  why  the  breeder  reactor 
is  very  important,  as  controversial 
as  it  is. 

Who  would  administer  the  whole 
program? 

Jackson:  We  provide  for  a  director 
and  an  independent  agency  with  an 
advisory  council  from  about  seven  dif- 
ferent agencies.  The  director  will  be 
the  czar.  All  the  funds  will  go  to  the 
director,  and  the  director  alone  can 
administer  the  program.  He  will  al- 
locate the  funds  to  the  Office  of  Coal 
Research  in  the  Interior  Department. 
He  will  allocate  the  funds  to  Los 
Alamos  and  the  other  big  AEC  labs. 


But  doesn't  this  put  you  smack  in 
the  middle  of  a  jurisdictional  fight 
with  the  energy  agencies  and  their 
guardian  committees? 

Jackson:  Yes.  But  that  is  why  you 
have  to  have  a  czar.  Without  a  tough 
administrator  you'll  be  in  a  real  has- 
sle. We  don't  intend  to  cut  down  on 
nuclear  development  or  the  Joint 
Committee  on  Atomic  Energy.  We 
are  just  starting  up  programs  in  other 
areas  we  should  have  started  a  long 
time  ago. 

Is  there  any  immediate  benefit  from 
your  Manhattan  Project? 

Jackson:  I  think  once  we  get  it  un- 
der way,  the  project  will  be  a  new 
diplomatic  signal  to  the  Middle  East- 
em  countries  that  the  U.S.  does  mean 
business.  When  I  was  over  there  a 
year  ago  and  talked  with  some  of  the 
Arab  leaders,  I  tried  to  impress  on 
them  the  fact  that  we  are  going  forth 
with  a  program  to  reach  self-suffi- 
ciency. And  that  America  does  have 
the  ability  to  reach  that  goal.  I  no- 
ticed that  they  were  impressed  be- 
cause they  know  what  we  can  do  as 
a  nation  in  the  area  of  science  and 
technology.  We're  no  paper  tiger  in 
that  area. 

And  they  can  see  the  Soviet  Union, 
after  boasting  that  it  will  bury  us, 
now  orJy  wanting  our  scientific  and 
technological  and  economic  help.  So 
this  project  can  do  more  than  any 
other  one  thing  I  know  to  help  re- 
store our  credibility— not  just  for  us, 
but  for  all  Western  countries  that  the 
Arabs  are  in  the  process  of  black- 
mailing. 

This  has  nothing  to  do  with  the 
Arab-Israeli  dispute.  It  has  everything 
to  do  with  the  obvious  weakness  that 
a  great  power  finds  in  that  posture. 

And  a  second  point  is  that  the 
project  will  in.prove  our  ability  to 
administer  and  meet  the  immediate 
problem  in  such  a  way  that  we  don't 
do  violence  to  the  economy.  After  all, 
the  economy  has  been  the  issue  fac- 
ing us  since  Nixon  took  office  in  1969. 
It  is  today  and  will  be  right  through 
to  1976. 

One  final  question.  Will  energy  and 
the  economy  be  a  strong  enough  is- 
sue to  carry  you  into  the  White  House 
in  1976? 

Jackson:  I  don't  have  time  to  worry 
about  the  horses  I  ride  now.  Not 
while  we  need  all  the  horsepoMer 
we  can  get.  ■ 
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Unusual  Companies  We've  Met 

The  story  of  a  very  lively 
anachronism  and  of  the  men 
who  keep  it  that  way. 


To  TENS  OF  MILLIONS  of  readers  all 
over  the  world,  the  Readers  Digest 
is  a  nice,  wholesome,  uplifting  maga- 
zine. It  may  also  be  the  biggest  pub- 
lishing business  in  the  U.S.  The 
Reader's  Digest  Association,  Inc.  is  a 
private  company  and  won't  give  out 
any  figures.  Nevertheless,  an  educat- 
ed guess  would  be  that  the  Digest  will 
gross  $275  million  this  year.  This 
probably  is  as  much  as  Time  Inc.  wiU 
gross  from  the  worldwide  publication 
of  its  whole  family  of  magazines— 
Time,  Sports  Illustrated,  Fortune, 
Money. 

Throw  in  such  related  Digest  busi- 
nesses as  a  condensed-book  club  and 
records,  and  you  come  up  with  over 
$500  million  in  total  business,  all  of  it 
pubhshing  or  publishing-related. 

In  the  U.S.  alone,  the  Digest  has 
18.6  million  subscribers;  overseas  its 
25  editions  in  13  languages  count  an- 
other 12  million.  All  told,  the  compa- 
ny claims,  some  100  miUion  people  in 
170  countries  read  each  issue  of  the 
magazine. 


Of  these,  42  million  are  American 
adults,  who  spend  an  average  of  about 
2/2  hours  with  the  magazine  each 
month.  These  "Digest  families,"  com- 
pany statistics  show,  account  for  a 
good  third  of  just  about  everything 
that  is  sold  in  the  U.S.  "Know  what 
Digest  families  spent  at  the  supermar- 
ket last  year?"  asks  a  Digest  adver- 
tisement, and  it  answers:  $32  billion. 
Impressed  advertisers  have  been  pour- 
ing more  and  more  dollars  into  the 
magazine.  From  under  $50  miUion  in 
1967,  the  Digest's  U.S.  advertising 
revenues  will  rise  to  $73.7  miUion 
this  year.  The  May  1973  U.S.  edi- 
tion carried  $8.1  million  in  advertis- 
ing revenues,  a  world  record  for  a 
single  issue  of  a  periodical. 

In  a  sense,  the  Digest  is  an  anach- 
ronism in  an  era  that  has  seen  other 
general-interest,  mass  magazines— Scf- 
urday  Evening  Post,  Look  and  Life- 
die.  At  a  time  when  bare  breasts  and 
bare  buttocks  seem  the  common  de- 
nominator of  mass  pubhshing  suc- 
cess,   the    Digest    remains    defiantly 


wholesome.* 

This  vast  pool  of 
readers  is  so  loyal  that 
the  rate  at  which  sub- 
scribers renew  Reader's 
Digest  subscriptions 
when  they  expire  is 
70%— among  the  high- 
est in  the  business. 
Subscription  money 
provides  60%  of  the 
magazine's  revenues, 
vs.  40%  from  advertis- 
ing—a reversal  of  the 
magazine  industry's 
normal   ratios. 

Critics  say  the  mag- 
azine appeals  to  older 
readers;  that  it  has 
had  trouble  attracting 
younger  readers;  that 
one  of  these  days  all 
the  readers  are  going  to 
die  off.  It  is  hard  to 
imagine  42  million 
readers  dying  at  once. 
W.R.  Simmons  &  Asso- 
ciates Research,  a  me- 
dia research  firm,  in- 
dicates that  Digest 
readership  has  actually  gotten  a  bit 
younger  in  the  past  eight  years,  with 

'Far  from  contradicting  this,  the  Digest's  regular 
monthly  features  on  sex,  such  as  the  December  article 
headlined  "How  Men  Feel  About  Sex,"  only  reinforce 
this.  Men,  the  article  reveals,  are  sensitive. 


Wallace  of 
Reader's  Digest 


The  Old  Penn  Central  Gang 

Where  are  the  men  who  ran  the  largest  company 
ever  to  go  bankrupt?  In  many  cases  they  are  in  clover. 


Who  took  the  rap  for  the  Penn  Cen- 
tral bankruptcy,  perhaps  the  most 
spectacular  case  of  corporate  mis- 
management in  recent  history?  Former 
Chairman  Stuart  Saunders  did.  He  is 
now  eking  out  a  living  as  coal  con- 
sultant for  the  small  Richmond,  Va. 
investment  house  of  Wheat  First  Se- 
curities. So  did  former  Chief  Finan- 
cial Officer  David  Bevan.  Bevan  faces 
several  criminal  charges  for  his  part 
in  the  Penn  Central  debacle  (Forbes, 
Oct.  15). 

Surprisingly,  however,  except  for 
these  two,  most  of  Penn  Central's 
former  top  managers  landed  very 
much  on  their  feet. 

The  PC's  No.  Two  man,  Alfred  E. 
Perlman,  is  very  much  alive  and  well 
as  chairman  of  the  Western  Pacific 
Railroad.  Perlman  came  in  as  WP 
president  in  December  1970  at  age 
68,  six  months  after  the  Penn  Central 
filed  in  bankruptcy  in  June  of  1970. 
Perlman  escaped  most  of  the  blame 
for  the  collapse  because  Stuart  Saund- 


ers had  stripped  him  of  any  au- 
thority. A  month  after  he  took  over 
at  the  Western  Pacific,  Perlman  also 
brought  in  the  PC's  former  vice  presi- 
dent-operations, R.G.  (Mike)  Flan- 
nery,  who  is  now  the  Western  Pacific's 
president.  Together  they  have  turned 
this  small  money-losing  railroad  into 
a  moneymaker. 

Except  for  Bevan,  the  PC's  former 
financial  men  are  also  doing  remark- 
ably well.  William  S.  Cook,  a  five-year 
veteran  of  the  Pennsylvania  line  and 
for  two  months  vice  president  and 
comptroller  of  the  merged  operation, 
smelled  disaster  early  and  got  out  in 
April  1968,  two  years  before  the  June 
1970  bankruptcy.  "I  thought  they 
would  go  bankrupt,"  he  says.  "They 
were  arguing  over  what  price  to  pay 
for  the  New  Haven,  for  the  privilege 
of  losing  $30  million  to  $50  million  a 
year."  Cook  is  now  vice  president- 
finance  of  the  Union  Pacific  Corp., 
parent  holding  company  of  the  oil-, 
land-,    coal-    and   lumber-rich    Union 


Perlman 

Pacific  Railroad.  (The  railroad  itself 
is  run  by  John  C.  Kenefick,  a  former 
N.Y.  Central  man,  who  for  three 
months  was  vice  president-transporta- 
tion of  Penn  Central  before  resigning 
in  May  of  1968.) 

Just  ten  days  before  the  bankrupt- 
cy, Penn  Central  appointed  a  new  chief 
financial   ofiRcer:    Jonathan   O'Hcrron, 
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the  average  adult  reader  age  dropping 
from  46.4  years  to  43.9.  Simmons  sur- 
veys for  1973  also  point  out  that  the 
magazine  has  40%  of  the  country's 
college  graduates,  35%  of  the  home 
owners,  33%  of  the  parents  and  31.5% 
of  all  adults. 

Colgate-Palmolive 's  New  York  me- 
dia director,  Harry  Way,  says  it  best: 
"First  and  foremost,  it  has  more  of 
almost  anyone  you're  after  than  most 
any  other  book.  Are  the  readers  dy- 
ing off?  Well,  I  can  assure  you  they 
still  have  18  million  who  are  very 
much  alive,  going  to  their  mailboxes 
every  day." 

Speaking  of  mailboxes.  Readers  Di- 
gest has  a  master  mailing  list  that  is 
so  valuable  that  there  are  only  three 
copies  of  it:  one  in  a  computer,  one 
in  a  buried  vault  and  one  hidden 
somewhere  in  the  world. 

This  vast  reach  into  the  homes  of 
the  world  makes  the  Digest  a  formi- 
dable marketing  machine.  The  com- 
pany's annual  sweepstakes  mailing 
reaches  over  100  million  Americans. 
Its  condensed-book  club  sells  16  mil- 
lion volumes  a  year.  Pinpointed  for 
future  expansion  is  the  educational 
field.  "There  is  a  largely  untouched 
field  in  home  education,"  says  Digest 
Chairman  Hobart  L.  Lewis. 

One  of  the  company's  most  suc- 
cessful diversification  efforts  has  been 


into  movies.  Its  coproduction  (with 
United  Artists)  of  Tom  Sawyer  has 
grossed  over  $10  million  in  Canada 
and  the  U.S.  Playboy,  another  maga- 
zine empire  bent  on  diversification, 
lost  $2.6  million  in  its  first  movie  ven- 
ture, Macbeth. 

Another  area  of  interest,  and  fairly 
closely  connected,  is  television  soft- 
ware—the programing.  "We  are  in- 
tensely interested  here,"  says  Lewis. 
"A  large  part  of  our  efforts  now  is  to 
find  material  that  would  be  good  on 
television  now  and  be  useful  on  cas- 
settes and  cable  later." 

What  of  the  Future? 

This  rich  empire  is,  for  all  practical 
purposes,  owned  lock,  stock  and  bar- 
rel by  its  founders,  DeWitt  and  Lila 
Wallace.  The  couple,  now  in  their 
80s,  founded  the  magazine  on  a  shoe- 
string. They  alone  own  all  of  the  vot- 
ing stock;  of  the  nonvoting  stock  a 
very  small  amount  is  spread  out  among 
senior  executives. 

After  the  Wallaces,  what? 

For  the  first  time  in  Digest  history, 
in  July,  two  outsiders  were  added 
to  its  board  of  directors:  Harold 
H.  Helm,  a  former  president  and 
chairman  of  the  Chemical  Bank;  and 
Laurance  Rockefeller,  brother  of  Da- 
vid and  Nelson.  Also  this  year,  De- 
Witt  Wallace  stepped  out  as  chairman 


and  passed  his  title  to  Digest  Editor 
Hobart  Lewis;  Walter  Hitesman,  first 
vice  president,  became  president. 

Is  the  Digest  about  to  go  public? 

No,  says  DeWitt  Wallace.  Provi- 
sions have  been  made  for  his  shares 
to  be  put  into  a  voting  trust  to  be 
controlled  by  the  board  of  directors. 
"Outsiders  would  want  dividends," 
Wallace  says.  "They  would  object  to 
the  benefits  we  give  our  employees 
and  our  charitable  donations. 

"I  hope  this  company  is  still  private 
50  years  from  now." 

Hobart  Lewis  says:  "The  arrival  of 
outside  directors  is  an  indication  of 
planning  for  the  future.  There  is  go- 
ing to  be  a  transition  period  in  this 
magazine  when  Mr.  Wallace  is  no 
longer  here."  But  he  adds:  "We  will 
not  go  public.  We  will  not  merge  with 
another  company.  We  are  loyal  to 
what  Mr.  Wallace  believes  and  it 
has  been  very  successful.  We  don't 
tamper  with  success." 

New  President  Hitesman  says:  "I 
think  Mr.  Wallace  has  tried  to  bring 
along  senior  executives  he  thinks  have 
a  clear  understanding  of  the  things  he 
stands  for— with  the  hope  they  carry 
on  in  his  tradition." 

So,  as  things  now  stand,  don't  look 
for  the  Digest  to  go  public.  But  peo- 
ple have  been  known  to  change  their 
minds  on  this  subject.  ■ 


Saunders 

who  had  .been  pulled  out  of  the  com- 
pany's Buckeye  Pipe  Line  subsidiary. 
He  is  far  from  destitute  today,  a  gen- 
eral partner  at  Lazard  Freres,  one  of 
the  most  influential  Wall  Street 
houses.  Says  O'Herron  in  reflecting 
on  his  Penn  Central  stay,  "I  think  I 
was  39  when  I  started  there  and  69 
when  I  left." 


Raymond  C.  McCron,  who  was  the 
PC's  treasurer  from  February  1968 
until  August  1968,  then  an  assistant 
vice  president  until  February  1969, 
tied  up  with  Equitable  Life,  the  U.S.' 
third-largest  life  insurance  company. 
Last  June  he  was  named  vice  president 
and  treasurer,  a  job  in  which  he  is  re- 
sponsible for  managing  Equitable's 
cash  flow  and  investing  its  half-bil- 


lion-dollar short-term  portfolio. 

Another  Penn  Central  executive- 
Walter  Grant,  one  of  the  merged  line's 
three  original  executive  vice  presi- 
dents—is now  executive  vice  presi- 
dent-finance of  New  York's  Consoli- 
dated Edison  Co.,  one  of  the  nation's 
largest  utilities. 

Outside  the  financial  area,  Edward 
Kreyling  Jr.  came  over  from  the  Il- 
linois Central  in  March  1970  to  be 
the  PC's  executive  vice  president-traf- 
fic, sticking  with  the  job  until  late 
1971  ("I  guess  it  just  took  me  longer 
to  give  up").  He  is  now  vice  presi- 
dent-marketing for  the  highly  profit- 
able Southern  Railway.  Samuel  Hel- 
lenbrand,  who  was  the  PC's  vice  pres- 
ident for  real  estate,  left  in  June  1971 
to  take  a  similar  post  at  International 
Telephone  &  Telegraph.  Paul  Gor- 
man, the  former  Western  Electric 
boss  who  succeeded  Stuart  Saunders 
as  Penn  Central  chairman  in  June 
1970,  departed  six  months  later,  then 
came  out  of  retirement  to  join  Inter- 
national Paper  in  February  1971, 
where  he  is  now  chairman,  president 
and  chief  executive  at  age  66. 

Moral:  If  you  are  going  to  be  in- 
volved in  a  failure,  get  involved  in  a 
spectacular  failure.  That  way  no  one 
will  believe  that  you've  failed  at  all.  ■ 
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What  Does  David  Rockefeller 
Want  for  Christmas? 

Answer:  U.S.  banking  leadership  for  his  Chase  Manhattan. 


It's  hard  to  think  of  a  David  Rocke- 
feller as  lacking  for  anything.  Ah,  but 
there  are  things  that  money  cannot 
buy.  Like  closing  the  gap  in  size 
and  profitability  between  Rockefeller's 
Chase  Manhattan  Corp.  and  Walter 
Wriston's  First  National  City  Corp. 
Only  talent  and  hard  work  can  close 
that  gap,  and  this  explains  why  David 
Rockefeller  is  committing  his  talents 


Rockefeller  with  Ceousescu  of  Rumania 


with  Choo  En-lai  of  China 


with  all  the  dedication  of  a  hungry 
young  businessman  on  the  make.  Says 
George  W.  Ball,  a  Lehman  Bros,  senior 
partner  and  former  Under  Secretary 
of  State  who  has  known  Rockefeller 
since  he  was  getting  his  doctorate 
in  economics  at  the  Rockefeller- 
foimded  University  of  Chicago,  "The 
Chase  Manhattan  Bank  comes  first 
with  David.  He  takes  its  position  very 
seriously." 

Chase  Manhattan's  position 
these  days,  while  by  no  means 
bad,  is  not  good  by  the  only 
measure  that  really  counts: 
its  standing  vs.  First  Nation- 
al City.  Chase  showed  a  re- 
turn on  equity  in  the  last  12 
months  of  12.5%,  compared 
to  City's  15.1%. 

Of  the  five  grandsons  of 
the  great  John  D.,  David  is 
the  only  one  to  have  devoted 
himself  full  time  to  business. 
His  uncle,  Winthrop  W.  Aid- 
rich,  who  himself  once  head- 
ed the  bank,  had  convinced 
Rockefeller  that  he  should 
make  a  run  for  the  No.  One  spot.  In 
1961  David  became  president  and  co- 
chief  executive  ofiicer  with  old  bank 
veteran  George  Champion,  who  was 
chairman.  At  that  juncture  Chase  was 
running  neck-and-neck  with  Citibank 
by  such  measures  as  total  assets  and 
gross  deposits,  with  the  lead  in  New 
York  City  shifting  frequently  during  the 
rest  of  the  Sixties. 

In  March  1969,  Rockefeller  took 
over  as  CEO.  Herbert  Patterson,  44, 
a  20-year  veteran  of  the  bank,  be- 
came president.  In  1988,  the  last 
Champion-Rockefeller  year,  Chase's 
assets  of  $19.4  billion  were  only  slight- 
ly   behind    Citibank's    $19.6    billion, 


.  .  with  Golda  Meir  of  Israel 


while  Chase's  deposits  of  $16.7  bil- 
lion were  slightly  ahead  of  Citibank's. 
But  the  seeds  for  Chase's  loss  of  posi- 
tion had  already  been  down.  After 
nine  months  of  this  year  Citibank,  with 
some  $41  billion  in  assets  and  $32  bil- 
lion in  deposits,  edged  Chase  by  some 
$14  billion  and  $6  billion,  respective- 
ly. The  profit  gap  is  even  more  glar- 
ing. In  1968  Citibank,  with  $109-mil- 
lion  earnings,  was  10%  ahead  of  Chase. 
This  year,  with  estimated  earnings  of 
around  $250  million,  it  will  be  a  good 
50%  ahead  of  Chase. 

David  Rockefeller  did  not  take 
Chase's  sHppage  lying  down.  In  Oc- 
tober 1972,  he  fired  Patterson  and  re- 
placed him  with  Willard  C.  Butcher, 
45,  a  hard-driving  executive  who  had 
headed  the  bank's  international  de- 
partment before  becoming  vice  chair- 
man and  head  of  planning  in  January 
1972. 

The  reason  for  the  widening  gap 
was  a  concurrent  series  of  successes 
at  Citibank  and  mistakes  at  Chase, 
where  Patterson  was  supposed  to  be 
running  things  day  by  day,  while 
Rockefeller  concentrated  on  the  big 
picture.  The  heart  of  banking  is  keep- 
ing one's  assets  lent  out  at  the  best 
possible  margin,  while  also  providing 
a  profitable  range  of  ancillary  services 
—such  as  consumer  finance,  real  es- 
tate, factoring,  leasing  and  investment 
management.  Citibank's  success  as  a 
lender  is  suggested  by  the  62.6%  of 
assets  that  it  had  out  on  loans  and 
discount  in  1972  (the  latest  year  for 
which  figures  are  available),  vs.  56.4% 
for  Chase;  the  1968  figures  were  less 
than  a  percentage  point  apart. 

Was  Patterson  to  blame?  The  an- 
swer is  not  clear,  but  he  certainly 
was  the  man  who  was  made  to  pay 
the  price. 
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"It  was  clear,"  says  Rockefeller, 
"that  a  different  temperament,  a  dif- 
ferent personality  in  the  key  operat- 
ing role,  was  necessary  for  a  new 
thrust.  Herb  [Patterson]  was  reluc- 
tant to  take  on  responsibilities."  (Was 
he?  The  great  bulk  of  Chase's  prob- 
lems  were   certainly   not   created   by 


.  . .  with  Kekkonen  of  Finland 

Patterson.  As  one  former  Chase  in- 
sider put  it,  "Firing  Patterson  was  like 
trying  to  cure  the  ills  of  a  baseball 
team  by  firing  the  third-base  coach.") 
The  fact  remains  that  Rockefeller 
was  the  man  who  chose  Patterson  in 
the  first  place. 

Now  Butcher  hopes  to  make  Chase 
not  only  more  aggressive  in  the  bank- 
ing marketplace,  but  also  more  alert. 
For  in  the  range  of  financial  services 
it  offers,  Citibank  had,  by  and  large, 
been  far  more  innovative  than  Chase. 
Citibank's  travelers  check  operation, 
for  example,  provides  some  hundreds 
of  millions  of  dollars  (the  exact  fig- 
ure has  never  been  announced)  in 
low-cost  funds;  Chase  has  no  equiva- 
lent operation.  Citibank  originated  the 
dividend  reinvestment  plan  of  stock 
purchase;  Chase  followed  suit  only 
much  later.  Citibank  sold  its  Carte 
Blanche  credit  card  operation  (at  a 
profit)  to  Avco  Financial,  because  the 
regulatory  authorities  wouldn't  allow 
its  expansion;  Chase  caved  early  and 
sold  its  Unicard  operation  for  $9 
millioa  to  American  Express,  later 
had  to  buy  it  back  for  a  reported  $50 
million.  Citibank  was  ahead  of  Chase 
in  buying  into  mortgage  banking 
(where  it  acquired  Advance  Mort- 
gage of  Detroit)  and  management 
consulting  (where  it  bought  Cresap, 
McCormick  &  Paget  in  1971 ) . 

The  most  important  area  of  Citi- 
bank superiority,  however,  has  been 
abroad.  Starting  in  the  early  Sixties, 
Citibank  began  building  foreign 
branches,  until  there  are  now  over 
242,  vs.  101  for  Chase.  With  U.S. 
corporations  investing  and  doing  busi- 
ness overseas  on  an  increasingly  mas- 
sive scale,  this  network  is  crucial  to 
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Citibank's  profitability,  pro- 
viding this  year  close  to  54% 
of  earnings.  Here  it  is  literally 
impossible  for  Chase  to  catch 
up:  Citibank  set  up  many  of 
its  foreign  branches  at  a  time 
when  certain  foreign  govern- 
ments were  much  more  lenient 
than  they  are  today— when 
often  they  cannot  be  set  up 
at  all. 

One  of  Chase's  attempt- 
ed answers  to  this  Citibank 
lead  was  to  buy  minority  po- 
sitions in  foreign  banking  groups;  an 
example  is  the  14%  stake  it  purchased 
in  the  London-based  Standard  &  Char- 
ter Bank,  which  has  some  1,500 
branches,  787  of  which  are  located 
in  sub-Sahara  Africa,  or  its  stake  in 
Venezuela's  Banco  Mercantil  y  Agri- 
cola.  But  such  minority  holdings  rep- 
resent nothing  like  the  control  that  a 
bank  can  exercise  over  its  own 
branches.  And  now,  worse  luck,  the 
Federal  Reserve  is  challenging  the 
Standard  &  Charter  investment  be- 
cause S&C  has  a  branch  in  Califor- 
nia that  it  is  reluctant  to  give  up. 

In     addition.     Citibank     had     the 


with  Kosygin  of  the  U.S.S.R. 


with  Bokassa  of  the  Central  African  Rej 


.  . .  with  Razak  of  Malaysia 

broadest  retail  base  among  New  York's 
Big  Five  banks.  City  has  28%  of  the 
branches,  vs.  Chase's  22%  and  Manu- 
facturers Hanover's  20%.  Citibank 
again  had  a  long  history  of  retail 
banking,  while  Chase  emerged  as  a 
major  power  in  New  York  retail  bank- 
ing only  after  its  acquisition  of  the 
Bank  of  the  Manhattan  Co.  in  1955. 

Did  Chase,  then,  have  no  special 
strengths  of  its  own?  It  did,  the  two 
most  important  being  its  big-compa- 
ny lending  and  its  long  history  of 
correspondent  banking.  (The 
latter  is  the  real  explanation 
for  Chase's  lagging  behind 
Citibank  in  foreign  branches; 
fundamentally,  Chase  always 
preferred  the  correspondent 
relationship. )  But  then  Chase 
managed  to  undercut  its 
strength  with  big  borrowers 
through  a  series  of  singular- 
ly ill-timed  moves. 
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with  Heath  of  the  U.K. 


with  Bongo  of  Gabon 


On  becoming  chairman  in  1969, 
David  Rockefeller  decided  to  concern 
himself  with  long-range  planning; 
Patterson  was  to  guide  a  total  reor- 
ganization of  the  bank  that  would 
place  departments  on  a  functional 
rather  than  a  geographic  basis,  much 
as  Citibank  had  done  several  years 
earlier.  Patterson  was  also  to  clean 
up  the  operations  department,  where 
costs  were  rising  at  over  15%  a  year 
and  customer  complaints  were  piling 
up.  With  this  went  a  new  system  of 
financial  controls  and  a  new  budget- 
ing system  that  would  enable  the 
bank  to  keep  close  track  of  its  costs 
by  marketing  units. 

The  immediate  result,  as  the  new 
systems  were  introduced  in  1970,  was 
that  Chase  men  who  had  been  close 
to  their  big  accounts  for  years  began 
to  turn  over  like  windmills.  "The  trou- 
ble was,"  said  a  former  Chase  officer, 
"that  the  top  men  were  flooded  by 
controls  and  paperwork.  Chase  paid  a 
terrible  price  for  this  in  slippage  to 
Citibank  in  deposits  and  image." 

While  this  was  hurting  Chase's  big- 
company  lending,  its  correspondent 
banking  was  also  suffering  from  some 
historical  trends  that  were  coming  to 
fruition  at  the  start  of  the  Seventies. 
Traditionally,  correspondent  banking 
provided  the  money-center  banks  with 
deposits  from  small  country  banks  and 
local  loans  too  big  for  the  small  banks 
to  handle.  In  return,  the  small  banks 
got  access  to  major  banking  resources 
and  big  bank  services. 

What  happened  was  the  growth 
of  the  provincial  banks  and,  often, 
their  grouping  into  holding  companies 
following  passage  of  the  One  Bank 
Holding  Company  Act  Amendment  of 
1970.  There  are  now  some  66  banks 
with  $l-billion-plus  in  assets  outside 
the  money-market  centers  of  New 
York,  Chicago  and  San  Francisco,  vs. 
only  16  a  decade  ago.  These  out- 
landers  are  cutting  into  loan  volume 
and  reducing  correspondent  balances 
of  the  big  guys. 


Says  Chairman  William  H.  Dial  of 
First  at  Orlando,  a  regional  Florida 
bank  holding  company:  "We  feel  that 
correspondent  balances  with  New 
York  banks  are  materially  reduced  be- 
cause the  regionals  handle  these  ser- 
vices for  area  banks  and  deposits  go 
to  them.  So  a  lot  of  the  correspondent 
relationship  with  New  York  has 
tended  to  wither  away.  We  feel  we 
are  also  having  some  impact  on  their 
corporate  loan  volume.  Our  limit  in 
lending  to  Florida  Power,  for  in- 
stance, used  to  be  $1  million;  now 
we  can  go  to  $7  million,  and  compa- 
nies like  that  tend  to  gravitate  to  lo- 
cal banks." 

Banking  authority  Paul  Nadler  of 
Rutgers  University  puts  it  in  more 
personally  competitive  terms:  "I  know 
one  Citibank  guy  in  Michigan  who 
spends  three  days  a  week  trying  to 
get  correspondent  business  from  the 


John  D.  Rockefeller 


regionals,  and  the  other  two  days  try- 
ing to  take  their  loans  away." 

These,  then,  are  the  problems 
Rockefeller  and  Butcher  are  tackling 
with  energy  and  intelligence. 

Citibank  pulled  ahead  of  Chase  be- 
cause its  operating  pattern  better  fit- 
ted the  changed  circumstances  of  the 
early  Seventies.  Part  of  that  better  fit 
was  the  result  of  alert  and  aggressive 
management,  and  part  was  the  result 
of  luck— luck  in  the  sense  of  a  history 
that  happened  to  leave  it  strong  in 
overseas  branches  and  domestic  retail 
business  and  less  strong  in  correspon- 
dent banking. 

Change  as  Opportunity 

Under  Rockefeller,  Chase  is  mak- 
ing progress  in  positioning  itself  favor- 
ably for  the  changes  of  tomorrow. 

"Mr.  Butcher  knows  very  much 
what  my  thinking  is  and  therefore 
proceeds  along  lines  we  have  agreed 
upon,"  says  Rockefeller.  Says  Butcher, 
a  somewhat  gaunt  Jimmy  Stewart 
type  who  commutes  daily  by  train 
from  Wilton,  Conn.:  "David's  job  is  to 
play  the  music,  and  mine  is  to  see  that 
the  bank  dances  to  it." 

What  kind  of  music  is  Butcher 
hearing?  One  theme  is  that  Chase  is 
no  longer  trying  to  be  all  things  to  all 
men.  Rather,  it  is  picking  its  shots 
carefully.  It  may  not  be  able  to  over- 
take Citibank  in  overseas  branches  or 
New  York  City  retail  business,  and 
correspondent  banking  may  be  be- 
coming a  loss  leader,  but  Chase  is 
working  hard  to  restore  its  old  domi- 
nance in  corporate  lending. 

Corporate  lending  no  longer  means 
corporate  domestic  lending.  When 
Willard  Butcher  says  his  No.  One  job 
is  to  get  domestic  earnings  up,  what 
he  really  means  is  to  turn  corporate 
lending  into  an  extension  of  interna- 
tional. John  C.  Haley,  who  had  been 
managing  director  of  the  Orion  Multi- 
national Services  Ltd.,  part  of  the 
Orion  London-based  bank  consor- 
tium,  in   which   Chase   has   about   a 
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Did  you  know 
there's  a  new  way 
your  doctor  can  get 
immediate  advice 
from  specialists? 

Theresa  serious  IVaeliire.  Yoiu' 
eloetor  X-rays  il.Then.  by  iisinu  RCA 
(lloheom's  newVideoxoiee  sysieni. 
he  ean  qiiiekly  tiansmit  llie  X  ray  to 
an  orlhopeclie  speeialisi  I'di  analysis 
and  diseussion.  By  prox  idiiiL'  ihis 
cleetronie  eonsultation  between 
phvsieians  and  speeialisls.  Videoxoiee 
ean  saxe  xilal  lime  and  l rax  el    and 
exen  lives,  ll'sespeeiall)  xaluabie  in 
remote  areas  but  it  s  working  in  biiv 
citx'  emergeneies,  too. 

it's  all  done  ihiough  a  standard 
telephone  line.  At  eaeh  c\k\  is 
Videoxc^iee.  a  eompaet,  desktop  unit 
combining  aTVeamera,  monitor, 
integfated  speaker  and  mierophone. 
In  medieal  apjilieations,  Videoxoiee 
transmits  Xiaxs,  eleeti-oeaicliograms 
and  eleelroeneephalograms  lor 
diagnosis.  It  ean  produee  eloseups 
lor  detailed  inspeetion.  It  ean  print 
what  it  shoxxs.  And  you  ean  tape 
reeord  the  pietuies  and  eonxersation 
lor  playdxiek. 

Businessmen  and  teehnieians 
can  also  benefit  from  Videoxoiee 

for  faee-to-faee  diseussions 
of  sueh  things  as  ehai  ts,  parts  and 
components. 

Eleelronies  is  erealing  ingenious 
nexv  xvays  to  enhanee  life.  And 
RCA,  xx'hieh  helped  eieate  the  tech- 
nology itself,  is  still  j^icuieering  the 
eleetroniexvay. 


The  electronic  way 
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How  58  \bnkee 
retailers  save  15 -20%  on 
freight  and  get  more 
reliable  service. 


58  New  England  furniture  dealers  appreciate 
Southern  ingenuity— and  savings  by  the  carload. 
They  decided  to  drop  trucking  and  save  15-20% 
by  using  lower-cost  rail.  Pooled  boxcar  loads  leave 
the  South's  furniture  belt  weekly  via  Southern, 
speeding  to  the  dealers'  Nashua,  N.H.  warehouse. 

Transit  times  are  as  much  as  10  days  shorter. 
Instead  of  the  costly  delays  experienced  with 


trucks,  the  dealers  are  getting  reliable  service. 
Add  that  to  the  big  savings,  and  you  can  see  why 
their  use  of  rail  has  increased  substantially 
each  year. 

Pooling  gets  a  bright  green  light  from 
Southern.  Because  it  helps  shippers  squeeze  waste 
out  of  distribution. 

Southern  Railway  System,  Washington,  D.C. 


s(DyTyE[RN] 

THE  RAILWWr  SYSTEM  THAI  GIVES  A  GREEN  LIGHT  TO  INNOVI^TIONS 


20%  position,  returned  recently  to 
New  York  to  head  the  corporate 
banking  division. 

"Before,"  says  Haley,  "the  big  do- 
mestic companies  didn't  know  much 
about  Europe.  Now  these  same  com- 
panies have  started  operations  in  Eu- 
rope, perhaps  have  a  chief  finance 
man  who  Hved  in  Geneva  for  five 
years.  So  our  salesman  who  goes  from 
New  York  to  Illinois  or  Oklahoma  has 
to  be  an  international  banker,  too." 
Agrees  David  Rockefeller:  "Today  a 
great  many  corporate  customers  can 
be  served  for  many  of  their  domestic 
needs  by  regional  banks.  Therefore, 
the  role  we  can  play  most  eflFectively 
for  them  is  in  the  international  field." 

Perhaps  the  strongest  testimony  to 
the  soundness  of  the  new  Chase  ap- 
proach is  that  Citibank  and  others  are 
doing  it,  too.  Citibank  Chairman  Wal- 
ter B.  Wriston,  for  example,  recently 
set  up  a  world  corporation  group  to 
service  multinational  corporations. 

The  Magic  Touch 

What  Walter  Wriston  cannot  do, 
on  the  joint  strength  of  his  name  and 
position,  is  get  to  and  negotiate  with 
the  heads  of  state  of  almost  any  of 
the  major  powers.  David  Rockefeller 
not  only  can  but  does— from  Tanaka 
of  Japan  to  Meir  of  Israel  to  Chou  En- 
lai  of  China  to  Kosygin  of  Russia  to 


Sadat  of  Egypt  to  Heath  of  Britain, 
to  mention  a  group  from  the  last  year. 
After  several  meetings  with  the  Rus- 
sian leaders  over  a  period  of  years. 
Chase  got  the  first  representative  of- 
fice of  an  American  bank  in  Moscow. 
This  summer  he  conferred  with  Chou 
En-lai,  and  Chase  was  named  cor- 
respondent for  the  Bank  of  China. 

This  kind  of  summit-level  salesman- 
ship does  not  pay  fast  dividends. 
Chase's  $86-million  loan  to  finance 
the  Kama  River  truck  plant  was  made 
at  an  estimated  rock-bottom  6%  rate. 
But  the  fact  remains  that  one  of  the 
big  potential  changes  in  world  trade 
is  the  possibility  of  massive  trade  be- 
tween the  hitherto  isolated  Commu- 
nist countries  on  one  side  and  the  U.S. 
on  the  other.  Here  Chase  could  redress 
the  balance  with  Citibank  overseas. 

Another  great  potential  area  is  the 
Middle  East.  After  the  International 
Monetary  Fund  meeting  in  Kenya  last 
September,  Rockefeller  flew  on  to  con- 
ferences with  nine  African  leaders  in- 
cluding President  Sadat  of  Egypt.'  Up 
to  now.  Chase  has  had  a  Middle  East 
branch  only  in  Beirut.  Now  Chase 
has  pulled  its  Middle  East  section 
from  the  Asian  division  and  its  African 
section  from  the  European  division  to 
form  a  new  international  group. 

What  Chase  has  its  eye  on  is  those 
Arab  foreign  currency  balances,  which 


Wi/t  the  Arabs  Use  the  Money  Sword? 


A  RECURRING  nightmare  among  inter- 
national bankers,  including  those  at 
Chase  Manhattan,  is  that  some  day 
the  Arab  oil-producing  nations  will 
use  their  growing  foreign  currency  re-  * 
serves  the  way  they  have  used  oil 
reserves— as  a  weapon.  The  Arabs  are 
believed  to  have  banked  more  than 
$18  billion  in  currency  reserves  at 
present.  By  some  estimates  that  will 
grow  to  nearly  $100  billion  by  1980. 

Chase  is  especially  interested  be- 
cause some  of  the  reserves  represent 
balances  with  the  bank.  While  Chase 
has  only  one  branch  in  the  Middle 
East,  in  Lebanon,  it  has  long  been  a 
banker  tS  all  the  Arab  oil-producing 
countries,  partly  because  of  the  bank's 
petroleum  expertise  and  partly  be- 
cause of  Rockefeller  family  invest- 
ments in  Exxon  (Standard  Oil),  a 
major  stockholder  in  the  Arabian 
American  Oil  Co.  in  Saudi  Arabia. 

"The  fear  is,"  says  Charles  E.  Fiero, 
Chase's  executive  vice  president  for 
funding,  "that  the  Arabs  will  pull  out 
of  the  dollar  into  the  mark,  yen, 
French  and  Swiss  francs,  thereby  put- 
ting pressure  on  central  banks  to  un- 
load their  surplus  dollars."  At  present, 
money-market  watchers  say,  the  grow- 
ing strength  of  the  dollar  has  made 
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this  unlikely.  The  Arabs  have  been 
moving  out  of  yen  on  the  theory  that 
even  if  the  oil  flows,  the  higher  cost 
to  Japan  will  depress  her  currency. 

This  doesn't  mean  the  danger  is 
over.  In  a  secret  meeting  of  Secretary 
of  Treasury  Shultz  and  the  Big  Four's 
finance  ministers,  other  central  banks 
have  agreed  to  continue  selling  their 
nonmarketable    and   marketable    U.S. 


are  fast  increasing  from  oil  income 
(see  box).  If  the  current  truce  be- 
tween Israel  and  the  Arab  states  leads 
to  the  hoped-for  more  durable  peace, 
then  David  Rockefeller  foresees  new 
branches  in  Arab  lands  and  vast  new 
development  projects,  like  one  to 
bring  irrigation  and  power  generation 
to  the  Jordan  Valley.  "It  could  provide 
work  for  many  of  the  Palestinian  refu- 
gees now  just  sitting  in  camps,"  he 
says.  "Chase's  relationship  with  both 
sides  is  such  that  hopefully  we  might 
play  a  role  in  such  a  process." 

David  Rockefeller  is  far  too  realistic 
a  man  to  believe  that  he  can  reach 
his  goal  by  waving  a  wand— even  a 
Rockefeller  wand.  He  is  quite  pre- 
pared to  work  long  and  patiently 
for  it.  He  hopes  that  such  coups  as 
Chase's  recent  arrangements  with  the 
Russians  and  the  Chinese  will  serve 
to  one  day  pay  off  handsomely.  "Be- 
cause I  had  met  a  lot  of  leading  So- 
viet citizens,"  he  says,  "they  thought 
of  us  rather  than  somebody  else  when 
it  came  to  setting  up  the  first  repre- 
sentative office." 

A  great  deal  of  David  Rockefeller's 
prestige  rides  on  how  well  Willard 
Butcher  minds  the  store  while  Rocke- 
feller is  out  selling— for  that  is  what 
he  is  doing. 

To  date,  the  results  are  not  at  all 
bad.  Chase  will  show  an  earnings-per- 


Money  Watcher  Ftoro 

Government  securities  to  keep  the  dol- 
lar from  climbing  much  higher.  The 
nonmarketable  ones  amount  to  about 
$31  billion,  with  most  of  these  Trea- 
sury issues  held  by  the  Germans.  With 
the  dollar  thus  strong,  it  would  make 
economic  sense  for  the  Arabs  to  hold 
dollars,  which  are  probably  an  under- 
valued currency.  But  if  the  Arabs  de- 
cided to  attack  the  U.S.  on  other  than 
the  oil  front,  they  might  well  be  will- 
ing to  sacrifice  their  economic  interests 
in  favor  of  causing  major  currency 
problems  for  the  West.  It  may  never 
happen.  But  it  could. 
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share  gain  estimated  at  10%  for  the 
year  {vs.  a  probable  21%  for  Citibank), 
with  international  providing  over  40% 
of  the  total,  up  from  34%  last  year. 

The  international  gains  include  a 
substantial  gain  in  profits  from  foreign 
exchange  trading  profits,  indicating 
that  Chase  was  not  asleep  during  the 
year's  currency  crises. 

These  international  gains  came  in 
handy  this  year,  because  Chase  ac- 
tually showed  a  domestic  dip  in  the 
first  two  quarters.  There  has  since 
been  some  evidence  of  an  uptilt.  At 
home,  Chase  says  it  once  again  is 
the  leader  in  correspondent  balances, 
after  being  shaded  by  fast-moving 
Manufactiu-ers  Hanover. 

Jfie  Rockefeller  Universe 

The  scope  of  David  Rockefeller's  in- 
terests has  been  expanding  ever  since 
as  an  infant  he  supposedly  found  his 
first  beetle  while  crawling  over  the 
lawn  at  the  Rockefeller  family's  3,000- 
acre  compound  at  Pocantico  Hills  near 
Tarrytown,  N.Y.  David  still  collects  ex- 
amples of  rare  beetles  on  his  frequent 
foreign  travels.  They  are  placed  along- 
side the  40,000-plus  he  has  on  exhibit 
at  the  Tarrytown  mansion— one  of  foiu- 
homes  that  he  and  his  wife,  Peggy, 
own— but  his  interest  in  the  htde  bugs 
is  said  to  be  lagging  these  days. 

What  really  seems  to  engross  David 
Rockefeller  with  advancing  years  is  the 
Rockefeller  name.  Friends  say  he 
wants  to  use  it  in  a  meaningful  way. 
This  sense  of  noblesse  oblige  led  to  a 
growing  list  of  big-picture  obligations 
—chairman  of  the  Council  on  For- 
eign Relations,  trustee  of  the  Council 
of  the  Americas,  chairman  of  the 
Rockefeller  University,  vice  chairman 
of  the  Museum  of  Modem  Art  and  a 
member  of  the  President's  new  mone- 
tary reform  panel. 

However,  as  he  moves  from  obhga- 
tion  to  obligation  under  an  incredibly 
tight  schedule.  Rockefeller  makes  sure 
the  Chase  comes  first,  spending  at 
least  two-thirds  of  his  time  on  bank- 
related  business.  But  he  notes  that 
sometimes  the  distinction  between  his 
private  person  and  ofiBcial  role  as 
chairman  of  Chase  Manhattan  grows 
fuzzy.  While  scouting  around  over- 
seas for  the  bank,  he  also  has  been 
known  to  come  across  programs  the 
Rockefeller  Bros.  Fund  can  help  with, 
such  as  a  miUion-dollar  project  to  de- 
velop small  industries  in  Ghana. 

But  David  and  his  three  surviving 
brothers,  John  D.  HI,  Nelson  and 
Laurance,  not  only  do  good  works  to- 
gether, they  do  business  together  from 
the  oflBces  of  Rockefeller  Family  & 
Associates  in  Rockefeller  Center.  All 
the   brothers   except   Nelson,   for   ex- 


Chase  is  also  showing  signs  of 
the  aggressive  innovation  that  has 
stood  Citibank  in  such  good  stead: 
Its  holding  company  will  be  the  first  to 
own  banks  in  all  of  New  York  State's 
banking  districts.  On  the  other  hand, 
Chase  seems  to  have  been  slow  to 
capitalize  on  an  earlier  innovation, 
the  purchase  of  Shapiro  Factors  in 
1968.  And  Chase  is  still  awaiting  gov- 
ernmental approval  of  its  proposed 
purchase  of  a  large  (430  oflBces  in 
33  states)  consumer  loan  company, 
Dial  Finance,  something  Citibank  did 
earlier  this  year. 

But  such  seeming  crosscurrents 
will  probably  always  be  present  in 
an    organization    the    size    of    Chase 


Manhattan.  As  one  Chase  middle- 
management  oflBcer  put  it,  "Turning 
around  a  bank  as  big  as  this  one  is 
like  making  love  to  an  elephant.  It 
takes  three  years  to  see  what  you've 
produced,  and  in  the  meantime  you 
might  be  stomped  to  death." 

David  Rockefeller  is  now  58,  an 
age  where  time  begins  to  press. 
Which  is  why  the  man  who  would 
seem  to  have  everything  is  working 
so  hard  at  the  banking  business.  He 
would  like  to  be  remembered,  not  just 
as  a  man  who  can  pump  the  hands 
of  the  world's  high-and-mighty,  but  as 
one  of  the  era's  great  businessmen. 
The  challenge  is  there,  and  he  clear- 
ly intends  to  rise  to  it.  ■ 
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"/  thought  if  I  could  change  my 

name  to  Rockefeller  things  might  pick  up  with  me." 

Drawing  by  Chon  Day;  (c:  The  New  Yorker  Magazine,  Inc. 


ample,  founded  a  venture-capital  firm 
which  has  spawned  Itek  Corp.  and  a 
growing  list  of  electronics  firms. 

David  also  finds  time  for  his  own 
investments,  although  he  says  all  the 
details  are  handled  by  others,  such 
as  J.  Richardson  Dilworth,  a  former 
Kuhn,  Loeb  investment  banker.  His 
capital  has  gone  into  urban  develop- 
ments like  L'Enfant  Plaza  in  Wash- 
ington. Occasionally,  he  checks  on  an 
investment,  such  as  his  cattle  ranch  in 
Brazil  or  his  15,000-acre  tract  in 
Western  Australia  near  a  million-and- 
a-half-acre  cattle-and-sheep  ranch  in 
which  Chase  is  part  owner. 

Rockefeller's  dedication  to  good 
deeds  and  to  the  work  ethic  leaves 
him  little  time  for  play.  He  permits 


himself  only  three  weeks  in  the  sum- 
mer and  an  occasional  week  in  the 
winter  for  vacations.  On  vacation  he 
likes  to  swim  or  sail  with  his  wife 
and  their  six  children  oflF  a  new  home 
at  Seal  Harbor,  Me.  His  principal 
sport,  though,  is  golf.  A  17  handi- 
cap player,  he  tries  courses  in  most  of 
the  countries  he  visits. 

His  golf  game  is  said  to  be  getting 
better.  So  is  his  own  fortune.  His 
wealth,  estimated  only  four  years  ago 
at  about  $300  million,  is  now  be- 
lieved to  be  at  least  $1  billion,  mainly 
because  of  the  appreciation  in  value 
of  his  real  estate.  But  he  wants  to  be 
known  not  as  the  wealthiest  Rockefel- 
ler, but  as  the  one  who  made  some 
difference  in  the  world. 
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CALLTHIS  NUMBER 
FOR  THE  NAME 

OF  A  MAN 

WHO  MAYSELLYOU 

OUR  COMPETITORS 

INSURANCE. 

800-447-4700. 


There  are  two  kinds  off  insurance  agents. 

Those  who  work  for  only  one  company  and  inde' 
pendent  agents  who  represent  many  companies. 

Industrial  Indemnity  is  a  major  Crum  &  Forster 
insurance  company.  And  like  all  of  Crum  ^ 
Forster's  6,300  producers,  the  2,200  agents  and 
brokers  who  represent  Industrial  Indemnity  are 
independent.  If  you  call  us,  we'll  give  you  the 
names  of  the  agents  who  live  near  yeu.  They  handle 
our  workmen's  compensation,  property  and 
casualty  insurance,  and  other  companies'  insurance 
as  well.  So  when  they  make  a  recommendation, 
they  have  no  obligation  to  suggest  our  insurance. 
Or  anybody  else's. 

This  independence  obviously  frees  the  agent  to 
give  you  the  kind  of  objective  advice  you  already 
expect  from  an  accountant  or  a  lawyer. 

If  one  cff  our  agents  examines  your  situation  and 
then  recommends  one  off  our  competitors'  policies, 
he's  simply  doing  the  job  you  and  we  want  him  to  do. 
You  get  the  right  coverage  at  the  right  price.  And 
when  you're  satisfied,  he  knows  you'll  continue 
to  do  business  with  him.  And  we're  motivated 
constantly  to  improve  our  coverage  and  service. 

So  far,  the  Crum  &  Forster  companies  have 
done  extremely  well  amid  this  unusually  intense 
competition.  C^F  provides  personal  and  business 
insurance  that  ranges  from  homeowners,  auto, 
boat  and  marine,  to  workmen's  compensation 
policies.  And  in  a  field  of  over  2,700  property  and 
casualty  groups,  Crum  &  Forster  is  number  16. 
C^F's  total  premium  volume  is  $666.8  million,  its 


net  worth  is  $432.4  million,  and  assets  are  over 
$1.4  billion. 

For  over  75  years,  the  Crum  &  Forster  Insurance 
Companies  have  been  writing  insurance  only 
through  independent  agents.  And  while  everything 
in  this  experience  has  proven  the  value  to  you  of 
using  them,  it's  just  as  important  for  you  to  get  the 
right  one. 

There  are  over  300,000  independent  insurance 
agents  in  the  country.  And,  as  we  said,  only  2,200 
of  them  have  been  appointed  to  handle  Industrial 
Indemnity.  All  of  our  agents  and  brokers  are 
insurance  professionals  who  have  established  their 
personal  and  professional  reputations  in  their 
communities. 

Call  800-447-4700  toll-ffree  anytime  and  we'll  be 
glad  to  tell  you  the  names  of  the  Industrial  In 
demnity  agents  who  live  near  you.  Each  of  them 
would  be  happy  to  sit  down  with  you  and  appraise 
your  insurance  situation  and  to  then  give  you  his 
expert,  objective  opinion— without  any  obligation 
to  you.  Or  to  us. 

We're  glad  to  recommend  him.  Even  though  he 
may  not  always  recommend  us. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMMNIES 

THE  POUCY  MAKERS. 


^ 


We  get  people  talking. 

(To  23,000,000  people  we're  the  telephone  company) 


We  brighten  their  lives  a  bit. 

(Sylvanio  lighting  for  home,  industry  and  photography) 


We  entertain  them, 

(Sylvania  colorTVand  stereo) 


!••• 


We're  GTE, 

(a  growing  concern  for  your  growing  needs) 


General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


A  Costly  Fling 


Oh,  for  the  glamour  of  youth.  But  in  trying  to  recapture 
that  glamour,  Pitney  Bowes  got  clobbered. 


"It's  not  a  nice  story,"  says  Pitney 
Bowes'  Fred  Allen  unhappily  as  he  be- 
gins to  talk  about  his  company's 
debacle  in  the  retail  computer  termi- 
nal business.  The  three-year  escapade 
ended  in  a  $37-million  write-oflF  in 
the  third  quarter  of  this  year— drag- 
ging Pitney 's  per-share  earnings  from 
97  cents  to  a  loss  of  $2.29  for  the  first 
nine  months  of  1973. 

Pitney  Bowes  was  known  for  years 
as  the  major  manufacturer  of  postage 
meters  and  httle  else.  But  it  began  a 
diversification  program  in  the  1960s. 
It  did  so  when  possible  antitrust  ac- 
tion threatened  the  future  of  its  meter 
business.  The  company  broadened  its 
line  to  include  mail  room  and  labeling 
equipment.  It  entered  the  hotly  com- 
petitive office-copier  field.  Revenues 
grew  from  $80  million  in  1960  to 
$251  million  by  the  end  of  the  decade. 

In  1970  Pitney  entered  a  joint  ven- 
ture with  Alpex  Computer  Corp.,  an- 
other Connecticut  company.  Alpex 
was  small  ($5-million  assets),  long  on 
technology  and  short  on  capital.  With 
a  $14.5-miUion  shot  of  Pitney  Bowes 
money,  the  two  formed  Pitney  Bowes- 
Alpex  to  market  the  Alpex  point-of- 
sale  computer  terminal  to  retailers. 

The  potential  looked  good  then  and 
still   does.    When   cash   registers    are 


SPICE  is  what  Pitney  Bowes  dubbed 

its  computerized  retail  terminal 

(above).  But  it  proved  too  hard  to 

digest  for  a  company  unused  to 

a  diet  of  computerized  products. 


linked  to  a  computer  they  can  do 
more  than  just  add  and  figiu-e  change; 
they  can  check  credit,  keep  inventory, 
even  read  price  tags.  Analysts  figure 
there's  a  market  of  over  $1  billion, 
with  250,000  registers  still  to  be  re- 
placed. Pitney  Bowes  got  in  on  the 
ground  floor,  ahead  of  giants  like  In- 
ternational Business  Machines  and  Na- 
tional Cash  Register;  the  only  ma- 
jor competitor  was  Singer's  Friden— 
which  still  has  half  the  market.  But 
Pitney's  SPICE  system— despite  be- 
low-cost pricing— nabbed  only  third 
place,  with  15%  of  installations. 

This  was  only  the  beginning  of  the 
problems.  Pitney's  agreement  with 
Alpex  gave  each  company  50%  of  the 
joint  venture,  but  it  froze  Pitney  out 
of  management  of  the  new  company. 
"That,"  says  Pitney  Chairman  Allen, 
"was  the  worst  decision  we  ever  made 
in  our  lives."  The  venture  was  racking 
up  steady  operating  losses  (for  Pitney, 
$1.4  million  in  1972;  $5.3  million 
this  year).  And  Pitney  was  required 
to  provide  additional  capital.  In  July— 
at  the  first  opportunity  the  contract 
wocld  allow— Pitney  increased  its  own- 
ership of  the  joint  venture  to  64%  and 
assumed  direct  control  of  Pitney 
Bowes- Alpex. 

Allen  and  his  colleagues  soon  real- 
ized that  the  operation  would  have 
generated  $25  million  in  losses  over 
the  next  two  years— in  addition  to  re- 
quiring $25  million  in  new  capital— 
to  be  able  to  turn  a  profit  by  1976. 
That  kind  of  money  Pitney  could  not 
afi^ord;  it  would  have  wiped  out  a 
couple  of  years'  profits  for  the  whole 
company. 

Why?  "Every  part  of  that  company 
had  been  mismanaged,"  says  Allen. 
"They  had  overestimated  sales  and 
underestimated  expenses.  When  we 
took  over,  too  much  was  over  the  dam 
to  make  it  recoverable." 

The  product  wasn't  at  fault:  Re- 
tailers give  it  good  marks.  Part  of 
the  difficulty  was  the  cost  of  market- 
ing. Singer's  lead  in  market  share 
stems  largely  from  a  few  big  orders 
early  in  the  game  (20,000  units  to 
Sears,  10,000  to  Penney);  NCR,  the 
company  with  70%  of  the  mechanical 
register  business,  sold  16,000  terminals 
to  Ward.  Pitney,  by  contrast,  didn't 
get  a  single  really  big  customer.  Its 
7,000  registers  were  spread  among 
325  stores.  As  IBM,  just  starting  its 
push,  and  NCR,  now  in  second  place 
with  a  30%  share,  stepped  up  their 
invasions,    Pitney's    marketing    weak- 


nesses were  becoming  more  glaring. 
Both  competitors  already  had  huge 
sales  organizations. 

All  this  leaves  Pitney's  Allen,  who 
worked  his  way  from  trainee  to  presi- 
dent over  a  35-year  career  at  the  com- 
pany, visibly  saddened.  "It's  past 
tense,"  he  says,  "and  I'd  rather  talk 
about  the  future.  Now  we're  going  to 
concentrate  on  the  things  we  know 
how  to  do  best  and  look  at  overseas 
markets  a  lot  harder.  We  can't  grow 
very  long  on  that  basis.  But  we  can 
for  a  short  period  of  time." 

Allen  thinks  he  can  increase  Pit- 
ney's foreign  business:  19%  of  1972 
sales  of  $342  million.  There  is  a  lower 
concentration  of  metered  mail  in  Eu- 
rope and  Japan  than  in  this  country, 
where  meter  revenues  account  for 
over  half  of  the  Post  Office's  $6-biUion 
annual  income.  There  are  problems, 
however.  Postage  meters  require  local 
government  Ucenses,  and  foreign  na- 
tions often  don't  cotton  to  U.S.  com- 
petition with  native  manufactxu'ers. 

Pitney's  copier  division  is  marginal- 
ly profitable  now,  says  Allen.  It  brings 
in  revenues  of  $44.5  million,  13%  of 
the  company's  total.  The  company  also 
has  two  subsidiaries  that  dominate 
specialized  markets,  both  offering  a 
potential  for  expansion.  Its  Monarch 
Systems  makes  retail  labeling  mate- 
rials; Malco  Plastics  tmns  out  credit 
and  identification  cards.  The  two 
brought  in  16%  of  Pitney  Bowes'  rev- 
enues in  1972,  $54  million. 

One  place  where  Pitney  has  man- 
aged to  diversify  successfully  is  in  the 
mail  room.  Meter  rentals  were  the 
company's  mainstay  for  40  years,  from 
the  time  inventor  Arthur  Pitney  and 
entrepreneur  Walter  Bowes  linked 
their  names  in  1920.  But  now  meter 
rentals  account  for  only  37%  of  Pit- 
ney's mail-equipment  business.  The 
rest  comes  from  the  sale  of  scales, 
stuffers,  openers,  counters— even  spe- 
cially designed  furniture.  Still,  the 
mails  dominate  Pitney,  for  the  prod- 
uct group  accounts  for  71%  of  the 
company's  business. 

Unfortunately  for  Allen,  the  demand 
for  postage  meters— where  his  compa- 
ny has  80%  of  the  current  market- 
has  been  growing  recently  at  about 
the  same  rate  as  the  population. 

Expansion,  of  course,  could  come  at 
the  low  end  of  the  spectrum:  After  all, 
who  enjoys  hcking  stamps?  Pitney 
studies  show  that  of  the  2.5  million 
potential  business  customers,  only 
about  22%  have  meters.  Allen  doesn't 
rule  out  eventual  development  of  a 
minimeter  for  household  use.  "My 
wife  loves  ours,"  he  boasts.  Alas,  the 
product  is  hardly  a  mass-consumer 
item.  The  current  minimum  monthly 
rental  is  $7.50.  "The  one  I  have,"  Al- 
len points  out,  "I  get  for  free."  ■ 
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The  way  we  treat  your  shipments  just  isn't  human. 


It's  better  than  human.  For  all  practical  purposes, 
Emcon,  Emery's  computerized  control  system  for 
tracking  shipments,  has  all  but  put  an  end  to  human 
error. 

As  a  matter  of  fact,  Emcon  is  so  ahead  of  its  time,  all 
our  competitors  will  be  following  in  our  tracks  for  the 
next  5  years. 

With  its  help,  we  can  track  down  any  shipment. 
Any  time,  any  place.  In  1 0  seconds  if  you're  in  the  U.S. 
And  in  less  than  60  minutes  if  you're  outside. 
Now  that's  safety. 

And  you  don't  even  have  to  know  the  waybill 
number.  Emcon  already  knows  it.  All  you  ho've  to 
know  is  the  first  initial  of  the  consignee  (not  even  the 
whole  name),  the  origin  and  destination. 

But  the  funny  thing  is,  Emcon's  "inhuman" 
treatment  of  shipments  has  turned  around  and  made 
Emery  even  more  human. 


That's  because  with  so  much  information  at  their 
fingertips,  our  people  can  give  you  individual 
attention.  And  at  the  same  time,  maximum  efficiency. 
No  other  air  freight  company  can  say  that. 

And  no  other  air  freight  company  can  say  that  they 
have  74  offices  in  North  America.  And  28  more  all 
around  the  world.  All  fully  staffed.  And  all  with  access 
to  our  Emcon  computer. 

If  you  like  the  idea  of  doing  business  with  an  air 
freight  company  that  has  brains  enough  to  have  a 
machine  do  a  machine's  job,  and  a  man  do  a  man's, 
call  us.  With  Emcon  taking  over  so  much  of  the  work 
these  days,  our  people  will  be  more  than  happy  to 
talk  to  you  just  as  long  as  you  like. 

Or  if  you  send  your  business  card  to  Ed  Crane, 
Director  of  Marketing  at  our  Executive  Office  in 
Wilton,  Connecticut,  he'll  be  happy  to  introduce  you  to 
Emcon,  person  to  machine,  right  in  your  own  office. 


EMERyJUR  FRBGHT 

We're  the  best  because  we're  the  fastest  and  the  safest. 


A  Rose  by  Any . . . 


.  .  .  is  still  a  hotel. 

In  just  18  months,  Barron  Hilton  and 
his  family  have  lost  $92  million.  On 
paper,  of  course.  Shares  in  the  hotel 
chain  his  father  started  have  dropped 
from  60  in  1972  to  a  recent  16)2. 
That's  rough  even  by  the  standards 
of  1972-73. 

Actually,  Wall  Street  doesn't  quite 
understand  Hilton  Hotels,  says  Hilton, 
nonchalantly  lighting  one  of  his  ever- 
present  cigars.  "The  dollar  devalua- 
tions that  depressed  our  stock,"  he 
explains,  "are  in  fact  one  of  the  finest 
things  that  ever  happened  to  us." 

Cheaper  dollars  boomed  foreign 
travel  in  the  U.S.  by  25%  this  year. 
And  those  foreigners  stayed  in  hotels 
they  had  heard  about:  Foreign  guests 
in  Hilton  hotels  are  up  41%.  Hilton 
even  benefited  both  ways  from  the 
devaluations,  since  Americans  are 
spending  their  vacation  dollars  where 
they  go  furthest— in  the  U.S.  So  despite 
a  sharp  drop  in  business  travel  and 
conventions,  Hilton  occupancy  rates 
rose  over  6%  this  year  to  66.4%. 

In  fact,  says  Hilton,  this  year's  per- 
share  net  should  be  between  $2.40 
and  $2.60,  vs.  $2.05  in  1972.  Which 
demotes  Hilton,  once  a  growth  stock, 
into  the  six-times-earnings  class. 

It's  also  worth  noting  that  Hilton's 
earnings  recovery  since  1970  has  been 
acquired,  not  generated  internally. 
Two  Las  Vegas  properties,  the  Fla- 
mingo and  the  Las  Vegas  Hilton, 
purchased  during  1971  and  1972, 
now  account  for  43%  of  the  company's 
pretax  earnings.  Both  may  suffer  at 
least  short-term  occupancy  declines 
when  MGM  opens  its  new  Grand 
Hotel,  which  will  increase  the  number 
of  rooms  in  Las  Vegas  by  7%. 

There  are  clear  indications  that 
Barron  Hilton  is  trying  to  reduce  the 
ri.sk  in  his  business.  None  of  the  95 
new  hotels  and  inns  now  being  built 
or  on  the  drawing  boards  will  be 
owned  by  Hilton,  which  will  settle 
for  a  franchise  fee  and  4%  of  gross 
room  sales.  Established,  income-pro- 
ducing properties  may  be  sold  as  well. 

There's  a  concept  for  that  type 
of  strategy,  says  Barron  Hilton  be- 
tween cigar  puffs.  "You  see.  Wall 
Street  looks  upon  us  as  just  a  ser- 
vice company.  They  look  only  at 
the  earnings  when  they  should  also 
be  looking  at  the  ca.sh  flow  from  our 
properties— $25  million  a  year  in  de- 
preciation. We  are  a  sei'vice  company 
and  a  real  estate  company." 

But  a  service  company  or  real  es- 
tate company,  a  Hilton  Hotel  is  a 
Hilton  Hotel.  Even  Wall  Street  should 
know  that.  ■ 
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A  newgeneration  oj 


Your  business's  Private  Branch 
Exchange  (PBX)  is  the  basic  component  of 
your  communications  system.  Now  the 
Bell  System  has  a  new  family  of  PBX  s. 

These  new  PBX's  are  neatly  housed 

in  compact  cabinets.  They  are  designed  for 

modular  growth,  with  plug-in  expansion 

features.  They  can  handle  up  to  2000  phones. 

Because  the  consoles  of  the  new 
units  are  push-button  operated,  training 

new  operators  is  a  snap. 

In  addition  to  such  basic  services 

as  interoffice  dialing,  each  PBX  offers  many 

options.  Like  "station  add-on"  that  lets 

you  add  a  third  person  to  a  call.  And  "attendant 

camp-on"  that  lets  your  operator  route  an 

incoming  call  to  a  busy  phone,  and  automatically 

connects  it  when  the  extension  is  free. 

When  you  choose  one  of  our  PBX's, 

you  get  dependable  Bell  System  maintenance, 

available  locally.  For  more  information, 

call  your  Bell  Communications  Consultant. 

We  know  your  business 
communications  needs  keep  changing. 
Our  new  generation  of  PBX's  keeps  pace. 


>BX's  from  the  Bell  System, 
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We  hear  you. 
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a  parking  fine  than  to  stay  out  of  jail 
for  burglary.  "Wouldn't  you  illegally 
park  more  than  you  do  now,"  he  asks, 
"if  the  only  punishment  were  a  note 
on  the  windshield  saying  'Shame  on 


The  Wages  of  Crime 


Who  says  crime  doesn't  pay?  Only  people  who  haven't 
calculated  the  returns,  says  one  inventive  economist. 


Mr.  Average  Citizen  struggles 
through  the  morning  traffic  so  he  can 
sit  behind  a  desk  all  day  and  look  for- 
ward to  5  p.m.,  when  he  struggles 
back  to  his  waiting  family  and  unpaid 
bills.  On  television  or  at  the  movies 
he  watches  "thieves"  like  Ryan 
O'Neal,  Steve  McQueen  and  even  old 
Walter  Pidgeon  living  the  life  of  Riley 
by  living  the  life  of  crime.  In  the  end, 
most  are  caught.  Crime  does  not  pay. 

That's  in  the  movies.  In  real  life, 
the  punk  who  pried  the  lock  out  of 
your  door  jamb  last  night  and  left, 
45  busy  minutes  later,  with  your  port- 
able TV,  two  cameras  and  a  suitcase 
stuffed  with  furs  and  jewelry,  may 
have  made  a  sensible  career  decision. 
At  least  that's  the  conclusion  of  Wil- 
liam E.  Cobb,  who  teaches  economics 
at  East  Tennessee  State  University. 

Cobb  based  his  study  on  over 
10,000  thefts  reported  in  Norfolk,  Va. 
in  1964  and  1966.  He  adjusted  the 
monetary' value  upward  for  unreport- 
ed thefts;  then  down  again  for  recov- 
ered property  and  the  staggering  com- 
mission that  fences  take  out  of  the 
take.  The  average  theft  worked  out  to 
around  $122  before  deductions,  $34 
after  deductions. 

To  estimate  costs,  Cobb  first  added 
up  the  jail  terms  of  criminals  sen- 
tenced for*  the  thefts.  It  didn't  take 
him  long.  Based  on  1964  figures,  only 
about  one  reported  theft  in  20  result- 
ed in  a  conviction  and  only  one-third 
of  the  convictions  resulted  in  jail 
terms.  The  typical  sentence  served 
was  around  16  months.  In  fact,  Cobb 
suggests,  it's  probably  harder  to  avoid 


you'?" 

Those  jailed,  of  course,  lost  time. 
But  Cobb  figured  that  the  thefts  in 
1964  and  1966  resulted  in  jail  terms 
adding  up  to  146  years.  On  an  over- 
all basis,  he  figured  that  the  net 
proceeds  after  paying  fences  and  after 
the  recovery  of  goods  was  about 
$751,000  to  the  thieves.  At  that  rate, 
for  the  146  "lost"  years,  the  thieving 
community  was  compensated  at  a  rate 
of  $5,000  a  year  per  man— plus  room, 
board  and  fringe  benefits. 

The  compensation  is,  of  course, 
tax  free. 

What  about  the  money  that  thieves 
could  be  earning  if  they  weren't  in 
jail?  Limited  intelligence  and  skills 
tend  to  keep  their  salaries  sunk 
around  the  minimum  wage  level.  Be- 
sides, the  average  criminal  is  not  an 
overachiever.  Thirty  weeks  a  year  is 
probably  a  generous  estimate  of  his 
commitment  to  the  work  ethic.  Calcu- 
lated on  this  basis,  the  net  benefits 
of  theft  in  Cobb's  two-year  study  were 
more  than  double  the  costs  in  lost  in- 
come and  fines. 

Cobb  found  similar  results  from 
shoplifting,  the  subject  of  a  study  he 
completed  in  May  1973.  Here,  Cobb 
kept  tabs  on  shrinkage  at  two  big  de- 
partment stores  in  Washington,  D.C. 
during  1971.  For  both  stores,  stolen 
merchandise  was  valued  at  over  $1 
million,  while  total  days  in  jail  for 
convicted  shoplifters  came  to  377. 

Most  shoppers  who  snatch  mer- 
chandise are  not  spotted.  Most  who 
are  spotted  are  not  arrested.  Most  who 
are  arrested  do  not  go  to  jail.  Calcu- 
late it  out,  and  the  average  booster 
ends  up  losing  about  two  hours  of 
his  time  and  making  $30.  That  comes 
to  a  net  benefit  of  $30,035  per  year 
of  prison.  The  figure  drops  sharply  to 
$2,754  if  the  loot  has  to  be  fenced. 
Those  who  steal  for  profit  as  well  as 
fun  do  better  with  grand  larceny, 
which  nets  $3,24r. 

Cobb  admits  that  the  "psychic 
costs"  of  going  to  jail  should  be  fac- 
tored in,  although  he  doubts  that  a 
jail  term  is  necessarily  a  handicap. 
"In  some  environments,  it  can  increase 
your  reputation,"  he  says.  "You're  a 
badder  person," 

It  can  also  increase  your  earning 
power.  One  teenage  burglar  spent 
his  two  weeks  in  jail  sitting  at  the 
feet  of  a  master  safecracker.  When 
they  were  released,  the  older  criminal 
let  him  live  in  his  home  while  the  boy 
went  out  and  practiced.  The  appren- 
tice program  ended  abruptly  when 
the  student's  interests  broadened  to 
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include  his  mentor's  wife,   at  which 
point  the  man  turned  him  in. 

One  of  the  criminals  Cobb  inter- 
Aiewed  for  his  original  study  was  a 
professional  fence,  a  man  in  his  mid- 
40s  nicknamed  "D.C."  He  had  com- 
initted  his  first  theft  at  the  age  of 
six  and  was  now  earning  about 
$100,000  a  year.  Cobb  describes  him 


as  "superinteUigent,  someone  who 
could  have  made  money  anywhere." 
Asked  why  he  had  chosen  crime  for 
his  talents,  D.C.  replied  with  a  laugh: 
"He-ell,  I  can't  make  this  kind  of  mon- 
ey legitimate!" 

Still,  even  a  man  like  D.C.  has  his 
worries.  Not  wanting  his  children  to 
follow   in   his    footsteps,    which   had 


passed  through  malnutrition  and  were 
still  stuck  in  drug  addiction,  D.C.  had 
bought  a  clothing  store  with  part  of 
his  profits  from  fencing.  Although  the 
store  was  making  good  money,  the 
insurance  rates  were  killing  him.  "It's 
all  those  thieves  around!"  he  com- 
plained. He  wasn't  laughing  when  he 
said  it.   ■ 


To  Catch  a  Thief . . . 


.  is  getting  tougher  and  tougher.  Great!  says  Diebold,  Inc. 


Jf  the  odds  suggest  that  crime  is  a 
"sensible  career  choice"  for  a  sizable 
chunk  of  the  U.S.  population  {see 
"The  Wages  of  Crime"  above),  this 
only  makes  crime-prevention  an  even 
better  business. 

The  smarter  the  safecrackers  get, 
the  more  money  the  safe-makers  earn. 

Take  Diebold,  Inc.,  for  example. 
Diebold  (earnings  of  $9.4  million  on 
1972  sales  of  $156  million)  specializes 
in  bank  security  and  business  systems 
equipment.  For  the  past  16  years  its 
profits  have  grown  at  an  average  an- 
nual rate  of  17.6%,  sales  at  13%. 

"We  are  constantly  at  battle  with 
the  criminal,"  says  President  Ray 
Koontz,  58.  "We  develop  something 
to  protect  valuables,  and  they  even- 
tually find  a  way  to  get  around  it. 
Then  we  go  a  step  further,  trying  to 
keep  one  jump  ahead  of  them." 

Losing  the  battle  against  the  crimi- 
nal has  been  good  business  for  the 
114-year-old  Diebold.  The  alarming 
increase  in  bank  heists  (up  374%  in 
1968  over  1958)  led  to  the  Bank  Pro- 
tection Act  of  1968,  which  required 
minimum  protection  standards  for 
banking  offices.  Demand  for  Diebold 
products  shot  up  dramatically;  alarm 
sales  have  been  increasing  an  average 
of  193%  a  year  and  surveillance  cam- 
eras 157%  since  1968. 

Diebold's  latest  superweapon  in  the 
Crime  War:   a  custom-tailored,  com- 


'puter-controUed  security  surveillance 
system  that  monitors  every  security 
area  on  the  premises.  It's  called  the 
DGM  320  and  can  cost  as  much  as 
$1  million.  Pittsburgh's  Mellon  Bank, 
with  96  branches,  used  to  get  ripped 
ofi"  to  the  tune  of  28  robberies  a 
month.  Since  installing  a  DGM  two 
years  ago,  however,  Mellon  has  suf- 
fered only  one  attempted  holdup,  and 
that  was  by  a  little  old  lady.  She  was 
apprehended  in  90  seconds. 

What  happens  if  Diebold  manages 
to  come  up  with  the  absolutely  100% 
foolproof  bank  security  system?  Will 
it  thus  put  itself  out  of  business?  Not 
much  chance.  Commercial  bank 
branches  have  increased  100%  over 
the  past  ten  years,  not  to  mention 
new  savings  and  loan  offices  (up 
29%).  The  number  of  potential  victims 
is  growing  and  growing. 

And  while  Diebold  salesmen  are  in 
the  bank  extolling  the  virtues  of  their 
safes  and  alarms  and  surveillance  sys- 
tems, they're  also  pushing  other  Die- 
bold  products  like  record-storage 
equipment  and  information-retrieval 
systems. 

In  fact,  the  hottest  product  in  the 
Diebold  line  these  days  is  the  remote 
teller  window  for  drive-in  banking. 

Now  that  product,  of  course,  may 
fall  victim  to  the  energy  crisis:  less 
gasoline,  less  drive-in  banking,  more 
walk-in  banking 


Never  mind.  Ray  Koontz,  who  looks 
like  a  banker  himself  in  his  pinstripes 
and  white  shirts  and  has  been  chief 
executive  of  Diebold  for  the  past  19 
years,  has  other  cards  up  his  sleeve. 

Three  years  ago,  Diebold  bought 
Florida  Development  Services,  a  man- 
ufacturer of  factory-engineered  mod- 
ular branch  banks— call  them  mobile 
homes  with  tellers— and  Diebold  safes. 
Production  has  shot  up  from  ten  units 
a  year  three  years  ago  to  100  units  a 
year  in  1973,  and  an  estimated  200 
in  1974. 

Are  labor  costs  eating  into  your 
profits,  bankers?  Then  what  you  need 
is  a  Diebold  automatic-teller  banking 
system.  It  never  tires;  it  never  insults 
a  customer.  It  even  cuts  down  on  pa- 
perwork. 

Using  credit  cards  to  authorize  pay- 
ments instead  of  checks  could  cut 
bank  costs  by  60%.  Docutel,  with 
$23.4-million  sales,  has  about  75%  of 
the  market  with  its  money-dispensing 
machines.  Diebold  has  only  4%. 

In  Koontz's  opinion,  however, 
there's  no  way  a  bank  can  make  mon- 
ey just  dispensing  cash.  That's  why 
he  has  spent  nearly  $2  million  over 
the  past  2/2  years  developing  a  super- 
automatic  teller  that  can  make  loans, 
transfer  funds  and  make  various 
household  expenditures  for  customers 
automatically.  Koontz  expects  to  have 
the  machines,  dubbed  the  TABS  500, 
in  banks  six  or  seven  months  from 
now  at  prices  ranging  from  $30,000 
to  $36,000  apiece. 

TABS  500  won't  give  bank  cus- 
tomers a  friendly  smile,  however.  And 
Koontz  has  discovered  that  customers 
seem  to  miss  that.  So,  in  the  early 
stages  of  the  system's  use  there  will 
be  visual  teller  assistance  on  the  com- 
puter screen.  After  that,  you're  on 
your  own. 

"We  make  a  little  of  a  lot  of  things, 
you  see,"  says  Koontz.  Diebold  does 
have  plenty  of  competition  on  a  prod- 
uct-by-product basis  with  the  likes  of 
Remington  Rand  (inforniation-rotriox- 
al  systems),  Pinkerton  (alarms  and 
camera  surveillance)  and  the  Moslcr 
Safe  division  of  American  Standard 
(safes).  Btit  Diebold  claims  no  com- 
petitor can  match  its  1,600-man  ser- 
vice and  installation  force. 

For  Diebold,  too,  crime  does  pay.  ■ 
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The  Numbers  Game 


Vince  Lombardi: 

Winning  isnH  everything, 
it^s  tiie  only  tiling. 

Sports  Accountants: 

Don^t  iinocii  losing. 


So  THERE  WE  WERE,  broodiiig  ill  a  dark  comer  about  where 
all  the  investors  had  gone,  when  Noochie,  the  ex-CPA, 
breezes  in  and  sits  at  the  bar.  He's  reading  this  newspaper 
clipping  very  intently.  We  look  over  his  shoulder  at  the 
headline,  "World  Football  League." 

Noochie  had  a  very  good  job  once  as  a  vice  president  of 
one  of  the  Wall  Street  houses.  Noochie  also  had  a  little 
thing  going  with  the  books  about  the  time  the  senior  part- 
ners decided  on  an  independent  audit.  So  Noochie  is  now 
doing  people's  income  tax  returns  out  of  his  apartment. 

"What's  a  World  Football  League?"  we  ask  Noochie. 
"Those  beer  bellies  over  in  New  Jersey  that  get  knocked 
silly  for  $50  a  game?" 

Noochie  sneers:  "Boy  are  you  dumb." 

Noochie  goes  on,  "Gary  Davidson  was  through  town  yes- 
terday"—and  we  understand.  Gary  Davidson  is  39  years 
old  and  from  California.  He  was  an  original  promoter  of 
the  American  Basketball  Association  in  1967,  and  last 
year  he  started  the  World  Hockey  Association.  We  laugh 

"What's  he  think  he's  doing?  Howard  Cosell  would  never 
'let  him  start  another  league."  But  Noochie  was  indignant. 

"I  suppose  you  don't  know  that  Frank  Sinatra's  in  this 
and  Spiro  Agnew  was  going  to  be  commissioner  of  the 
league  until  he  got  in  trouble?"  It's  dreaming  like  this  that 
gets  Noochie  in  trouble. 

"Come  on.  Who  would  invest  in  one  of  those  things  any- 
way? Unless  you're  the  Knicks  or  the  Celts  or  the  Dolphins, 
you  don't  make  any  money  off  the  gate  or  television  either," 

"That's  why  you  go  into  it,"  he  snorts.  "Sports  franchises 
are  a  tax  shelter.  They  generate  nice  tax  losses  because 
you  can  depreciate  maybe  80%  of  the  cost  of  the  team 
by  amortizing  the  cost  of  the  player  contracts.  And  you 
can  pass  through  the  losses  to  your  main  business,  and 
when  you  sell,  the  profit  is  capital  gains." 

You  don't  argue  with  Noochie  on  matters  like  this,  so 
we  asked:  "You  amortize  buildings  and  machinery.  You 
don't  amortize  ballplayers,  do  you?"  Noochie  was  patient. 

"When  you  buy  a  team,  the  Internal  Revenue  Service 
lets  you  attribute  a  big  part  of  the  price  to  the  value  of  the 
contracts  with  the  players.  To  this  you  can  apply  straight- 
line  depreciation.  Which  means  you  get  a  big  chunk  of 
your  money  back  in  three  to  five  years  in  tax  benefits. 

"It  works  out  real  nice.  Even  if  you  sell  the  team  for  less 
than  you  paid,  you  still  make  a  profit." 

We  looked  lost.  Noochie  went  on:  "Yeah  well,  why  else 
did  CBS  buy  the  [New  York]  Yankees  from  Dan  Topping 
for  $13.2  million  and  then  sell  them  for  $10  million?" 

"Maybe  it  was  a  bad  deal,"  we  ventured.  Noochie's  nasty 
snicker  'drove  us  to  call  Gary  Davidson.  We  asked  what 
made  him  think  people  would  be  willing  to  risk  money  in 
yet  another  sports  venture  at  a  time  when  blue  chips  were 
going  for  peanuts. 

Davidson  speaks  more  elegantly  than  Noochie  does.  But 
he  said  the  same  thing:  "Capital  appreciation  is  the  big 
factor.  You  buy  a  franchise  in  anticipation  of  the  team's 
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future  market  value." 

As  proof,  Davidson  points 
out  that  the  first  eight  World 
Hockey  Association  teams 
cost  their  owners  $25,800 
each  when  the  league  was 
formed  two  years  ago.  The 
expansion  teams  this  summer 
sold  for  $2  million  per  fran- 
chise, and  the  Winnipeg  Jets 
recently  turned  down  a  $4.3- 
million  offer  to  sell. 

Wonderful  for  Winnipeg. 
But  how  many  of  those  teams 
are  making  money?  we  asked. 
None  of  them  yet,  Davidson 
said.  Moreover,  insiders  say 
that  most  of  the  teams  in 
Davidson's  other  creation, 
the  ABA,  are  still  in  the  red 
after  six  years  of  operation. 
Yet  the  ABA  and  WHA  fran- 
chises are  rising  in  value 
about  as  fast  as  the  Na- 
tional Football  League  and 
the  more  profitable  baseball 
major  leagues. 

It    works,    it    turns    out,        

something     like     this:     The 

more  you  pay  for  the  team,  the  higher  value  you  can  as- 
sign to  the  players  and  the  more  you  can  amortize.  The 
jnore  ^ou  amortize  the  more  you  "lose."  The  more  you 
lose,  the  more  you  reduce  your  outside  income  tax  liabili- 
ties. So,  who  quibbles  too  much  about  price? 

This  might  explain  why  some  Washington,  D.C.  mer- 
chants are  fighting  with  Seattle  and  a  group  of  California 
investors,  including  composer  Burt  Bacharach,  for  the  fal- 
tering San  Diego  Padres  of  C.  Arnholt  Smith's  crumbling 
empire.  It  would  also  explain  the  saga  of  the  Anaheim 
Amigos,  an  ABA  charter  team  that  cost  the  original  own- 
ers $1.7  million  out  of  pocket  before  they  sold.  Now  the 
Amigos  have  become  the  Utah  Stars  out  of  Salt  Lake  City, 
The  Stars  won  the  1971  ABA  championship  and  were 
division  leaders  last  year.  The  Stars  have  not  yet  made  it 
into  the  black  yet,  but  the  franchise  has  been  appraised 
recently  at  more  than  $5  million. 

Next,  we  called  Leslie  Klinger,  a  Los  Angeles  tax  law- 
yer whose  firm  represents  sports  teams. 

"The  owner  of  a  sports  team,  whether  he  buys  a  new 
one  or  an  established  one,  has  roughly  three  kinds  of 
assets.  There's  the  sports  and  o^ce  equipment,  but  it 
doesn't  amount  to  much.  Then  there  is  the  franchise  from 
the  league,  but  the  IRS  has  ruled  that  you  cannot  amor- 
tize it,"  Klinger  told  us, 

"Finally,  there  are  the  contracts  with  the  team  mem- 
bers. A  typical  contract  employs  the  player  for  one  year 
and  grants  the  team  an  option  to  renew  the  contract  for 
a  specified  percentage  of  the  player's  previous  salary. 
This  is  the  so-called  "reserve  or  option  clause,"  he  added, 
"The  salary  is  renegotiated  each  year  based  on  the  play- 
er's performance  last  season.  If  there's  no  agreement,  the 
player  is  bound  by  the  option  and  cannot  contract  with 
another  team.  As  a  result,  it  is  rare  for  a  player  to  change 
teams  through  his  own  negotiations. 

"The  point  is,  the  IRS  says  salaries  must  be  expensed, 
but  the  costs  of  the  contract— the  bonuses  paid  on  signing 
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Mr.  John  D.  Dabney  ^^^1 

'    BROWARD  INDUSTRIAL  BOARD  m 

12050  East  Oakland  Park  Blvd.  Vk 

Fort  Lauderdale,  Florida  33306  V 

j    Send  FACTS  FOR  INDUSTRY  to: 
Name 


Finn- 


I   Address- 

"  y- 


_State- 


_Zip_ 


The  come-hither 
coupon. 

To  move  your  plant 
from  yon  to  hither. 

Broward  County,  midway  be- 
tween Miami  and  Palm  Beach, 
welcomes  clean,  light  industry. 
You  and  your  employees  will 
welcome  our  good  life,  scenic  at- 
tractions, fine  climate,  great 
outdoor  recreation. 

To  learn  how  your  plant,  cor- 
porate headquarters  or  distribu- 
tion center  can  earn  bigger 
profits  under  the  subtropical 
sun,  attach  coupon  to  your  let- 
terhead. We'll  send  you  our  il- 
lustrated booklet  on  plants  and 
plant  sites,  taxes,  transporta- 
tion, housing,  schools,  finance. 

BROWARD  INDUSTRIAL  BOARD 


Broward  Industrial  Board  it  tht  etntnU 
industrial  development  agency  for  th* 
Chambers  of  Commerce  of  Fort  Lauder- 
dale, Hollywood,  Pompano  Beach,  Plant<i- 
tion,  Miramar-Pembrokt,  Coral  Spring!, 
Margate,  HallandaU,  Wett  Broward,  Deer- 
field  Beach,  Dania,  LaudtrdaU-by-th«  Sea, 
unincorporated  areae  and  Port  EvergUuUe, 


The  Numbers  Came 


or  the  extra  cash  paid  another  team 
for  a  player's  contract— may  be  de- 
preciated at  a  faster  rate  than  they 
are  paid,  usually  three  to  five  years." 

Then  we  came  to  the  real  goodies. 
Klinger  continued:  "And  there's  more. 
Because  the  option  clause  gives  the 
owners  such  a  tight  hold  over  the 
players,  the  team  itself  has  a  'future 
earnings'  value  that  also  is  amortized. 
What  the  owner  does  then  is  go  to 
the  IRS  with  his  team,  for  which  he 
paid,  say,  $5  million,  and  try  to  get 
a  depreciation  ruling  on  the  value  of 
his  players.  He  asks  for  as  much  as 
he  can— usually  80%  or  90%,  and  the 
IRS  whittles  him  down  to  75%." 

Of  course,  teams  often  don't  gen- 
erate operating  earnings  to  offset  these 
write-offs.  But  so  what?  "Most  teams," 
says  Klinger,  "are  Hmited  partnerships 
or  sole  proprietorships,  so  you  can 
pass  through  those  losses. 

"But  remember,"  Klinger  adds, 
"when  the  owner  sells,  even  though 
the  profit  is  a  capital  gain,  all  that 
depreciation  he  has  taken  is  treated 
by  the  IRS  as  ordinary  income." 

When  we  reported  this  conversa- 
tion to  Noochie,  h?  shot  back:  "So 
what?  The  owaier  had  the  money  tax- 
and  interest-free  for  those  years." 

Next,  we  called  Mike  Burke,  presi- 
dent of  Madison  Square  Garden,  Inc., 
which  owns  both  the  Garden  and  the 
NBA  Knicks.  Burke  had  been  an  ex- 
ecutive with  the  Yankees  during  the 
CBS  years.  The  Yankees'  trouble,  he 
said,  is  that  they  were  the  Yankees, 
and  the  IRS  assigned  more  value  to 
the  nondepreciable  franchise  and  less 
to  the  depreciable  contracts. 

"We  tried  to  write  off  $8.6  million 
(of  the  $13.2-milhon  purchase  price) 
over  six  years,"  Burke  told  us.  "The 
IRS  changed  that  to  $6.5  million,  I 
think."  So  it  wasn't  that  good  a  deal. 
We  hastened  to  confront  Noochie. 

"One  bad  deal  doesn't  explain  why 
people  are  lined  up  to  buy  these  fran- 
chises," he  said  airily.  "I'll  bet  if  you 
were  on  the  inside  you'd  find  most  of 
these  teams  generate  a  lot  of  cash  as 
well  as  extra  tax  losses  for  the  owner's 
construction  company  or  something. 
But  you  won't  see  the  books  because 
nearly  all  these  deals  are  private." 

And  he  was  right  about  that.  But 
one  thing  accomplished  by  the  abor- 
tive attempt  to  merge  the  ABA  with 
the  senior  basketball  circuit,  the  NBA, 
was  to  set  off  a  Congressional  hear- 
ing on  the  matter. 

One  of  those  people  who  partici- 
pated in  the  1971  Congressional  ex- 
amination of  big-time  basketball  was 


Benjamin  A.  Okner,  an  economist  at 
the  Brookings  Institution.  Okner  is 
currently  expanding  a  study  he  helped 
prepare  for  those  hearings  into  a  book 
on  the  economics  of  sports  franchises. 

"These  guys  are  crying  their  way 
to^the  bank.  We've  made  some  pro- 
jections on  rates  of  return,  and  be- 
cause of  the  straight-line  deprecia- 
tion feature,  regardless  of  sport,  the 
return  on  capital  can  be  easily  in 
the  10%  to  15%  range,"  Okner  told  us. 

Okner  produced  some  calculations 
based  on  an  arbitrary  team  purchase 
price  of  $2  million.  Okner 's  hypothet- 
ical team  runs  an  operating  profit  of 
$100,000  before  depreciation  of  the 
team  contracts,  whose  amortization  is 
a  modest  $300,000.  So  Okner's  team 
is  now  running  a  $200,000  loss. 

"Now  the  owner  is  presumably 
wealthy,  say  in  the  70%  bracket.  So  his 
personal  tax  liability  is  $140,000  out. 

"But  he  also  can  take  the  real  cash 
flow  profits  of  $100,000  and  put  it  in 
his  pocket.  That  gives  him  a  $240,000 
retiuTi  for  the  year,  and  that's  12% 
net  of  taxes,"  he  added. 

"And  don't  forget  that  many  own- 
ers pay  themselves  or  family  members 
healthy  salaries  under  the  heading  of 
'general  and  administrative'  costs." 

Okner  gave  us  something  else  to 
think  about.  The  courts  and  Congress 
have  really  only  established  the  re- 
serve clause  and  the  de  facto  monop- 
oly status  of  the  four  pro  team  sports 
in  the  last  five  years  or  so.  It  is  from 
those  rulings  that  the  big  deprecia- 
tion allowances  flow.  What  Okner 
suggests  is  that  many  of  the  new 
team  owners  are  likely  to  sell  their 
franchises  every  five  years  or  so— once 
they  are  written  down.  Why?  The 
trend  toward  bonus-fat  pools  of  play- 
er contracts  makes  the  new  teams 
more  salable  than  older  franchises, 
where  the  write-offs  may  not  be  as  big 
nor  the  owners  as  willing  to  move. 

"Watch  baseball  and  some  of  the 
original  American  Football  League 
owners  in  the  next  year  or  so.  I  think 
you  will  see  a  lot  of  franchise  swap- 
ping and  sales  across  the  country.  The 
newer  hockey  and  basketball  teams 
shouldn't  be  far  behind,"  Okner  pre- 
dicted. "That  way  they  can  pick  up 
new  partners  and  start  depreciating 
the  same  players  all  over  again." 

Noochie  sneered  at  that:  "What  do 
you  expect  from  a  bunch  of  founda- 
tion guys?  Foundations  don't  pay 
taxes,  they're  against  tax  shelters." 

Noochie  may  not  be  the  straightest 
guy  in  the  world.  But  he  sure  knows 
human  nature.  ■ 
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Ashland  Oil  reports 
record  fiscal  year  results. 


Ashland  Canada 


Earnings  Jump  25%,  sales  rise  15% 
over  iast  year's  all-time  highs. 

Ashland  achieved  record  results 
for  the  year  ended  September  30, 
1973.  Net  income  rose  25%  to  $85.2 
million.  Earnings  per  share  advanced 
28%  from  $2.64  to  $3.37.  In  addition, 
cash  flow  from  operations  was  up  13%. 
to  $176.6  million  and  sales  increased 
15%  to  $2.4  billion.  Our  billion  dollar 
capital  expenditure  program  of  the 
past  five  years  has  provided  a  firm 
foundation  for  contmued  growth. 

Ashland  Petroleum  exceeds 
$1  billion  In  soles. 

Reflecting  unprecedented  demand 
for  petroleum  products,  sales 
increased  12%  to  $1 .5  billion,  while 
operating  income  surged  29%  to 
$133.7  million.  Refinery  runs  were  a 
record  3^38,000  barrels  a  day  despite 
crude  oil  supply  and  transportation 
problems.  A  letter  of  intent  was 
signed  with  the  National  Iranian  Oil 
Company  to  establish  a  joint  venture 
involving  Ashland's  New  York  State 
refining,  transportation  and  market- 
ing facilities,  and  crude  oil  to  be 
supplied  by  NIOC.  Negotiations  are 
proceeding  on  this  transaction. 

Ashland  Exploration  boosts 
crude  oil  and  gas  production. 

Continuing  its  aggressive  ex- 
ploration and  development  program, 
Ashland  Exploration's  crude  oil 
production  increased  20%  and  natural 


Ashland  Petroleum 


gas  production  nearly  doubled.  Major 
new  holdings  were  acquired  in  Nigeria 
and  offshore  Louisiana.  First  produc- 
tion from  the  Abu  Musa  discovery  in 
the  Persian  Gulf  is  expected  by  mid- 
1974,  with  10,000  barrels  a  day  going 
to  Ashland's  25%  interest.  The  first 
well  is  being  drilled  on  North  Sea 
acreage  where  Ashland  has  a  20% 
interest. 

Ashland  Canada  mokes 
progress  on  all  fronts. 

Substantial  increases  were  again 
achieved:  Ashland  Canada's  sales 
increased  34%  to  $103  million,  and 
income  grew  24%  to  $11 .3  million. 
Crude  oil  production  averaged  22,300 
barrels  a  aay,  a  24%  gain.  Increased 
prices  for  Canadian  crude  oil  and 
gains  in  production  provide  a  firm 
foundation  for  continued  earnings 
growth. 

Ashland  Chemical  growth 
apparent  In  year's  results. 

Ashland  Chemical  sales  for  fiscal 
1973  climbed  to  $427  million- up 
22%  from  1972.  Operating  income 
rose  43%  to  $32.5  million.  Production 
has  now  begun  at  the  extensively 
renovated  Hammond,  Indiana  fatty 
acids  plant,  and  the  Foundry  Products 
Division  is  expanding  its  Cleveland 
plant  to  permit  a  50%  boost  in  resins 
production.  The  Industrial  Chemicals 
&  Solvents  Division  continues  to 
grow,  with  new  plants  in  Houston, 
Ifexas,  and  Newark,  California. 


Ashland  Resources  gains 
continuing  a  six-year  trend. 

Year-end  results  for  Ashland 
Resources  show  a  17%  gain  in  sales  to 
$375  million,  and  a  5%  growth  in 
operating  income  to  $35.6  million. 
Operations  in  asphalt  paving,  con- 
struction, and  the  sale  of  stone  and 
gravel  set  records.  Warren  Brothers 
Company,  in  association  with  others, 
has  completed  a  $53  million  contract 
near  Washington,  D.C.,  and  is  ahead 
of  schedule  on  two  companion  projects. 
Coal  sales  by  Ashland  aflfiliated 
companies  more  than  doubled  in  1973, 
reacning  12  million  tons. 

If  you  would  like  a  copy  of  our 
1973  annual  report,  which  will  be 
ready  for  distrioution  about 
December  1,  send  the  coupon  below. 

Ashland  Oil,  Inc.,  Dept.  B  , 
Ashland,  Kentucky  41101 
Please  send  me  a  copy  of  your 
1973  annual  report. 


Name 

Address. 

City 

State 


.Zip. 


Ashland 

Ashland  Oil,  Inc.,  Ashland,  Kentucky 
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Infemational  PBper% 

8-pack  carrier  outlasts 

Olyminc  Gold  Medalist  in 

36-iap  endurance  test. 


It  was  an  extraordinary  test  of 
endurance  — both  for  Olympic 
Gold  Medalist  Don  Schollander 
and  for  International  Paper's 
Multi-Pak"  returnable  beverage 
carrier 

The  idea  was  to  show 
bottlers  how  well  our  carrier 
stacks  up  to  the  ravages  of  hard 
use  and  moisture. 


^wW  th  lap.  7:17  minutes. 
M^b  Don  Schollander  and 
Multi-Pak  both  going  strong  in 
test  to  show  why  Multi-Pak 
gives  bottlers  good  value. 

We  strapped  a  Multi-Pak 
on  Scholfander's  back.  Slipped 
in  eight  full  soft  drink  bottles 
weighing  a  total  of  14  lbs.  Put 
Schollander  to  work  swimming 
a  brisk  butterfly  stroke  in  an 
82-foot  pool.  Thirty-six  laps  and 
24  minutes-later  Schollander 
was  worn  out.  But  Multi-Pak 
could  have  taken  more,  despite 
repeated  submersions  and 
constant  exposure  to  splashing. 


In  actual  use,  paperboard 
beverage  carriers  are  constantly 
being  shuttled  from  bottler  to 
grocer,  to  the  consumer's  home 
and  back  again.  They  get 
stacked  on  rainy  loading 
platforms.  Lugged  through 
downpours.  Sloshed  through 
puddles.  Stored  in  damp 
places.  All  this  hard,  wet  use 
breaks  down  paper  fibers, 
shortening  a  beverage  carrier's 
]ile.  Frequent  replacements  add 
to  the  cost  of  running  a  bottling 
business. 

International  Paper's  Multi-Pak 
stands  up  to  outrageously 
wet  conditions  because  of  the 
way  it's  made.  We  begin  by 
treating  the  inside  of  our  beverage 
carrier  —  with  a  water-repellent, 
wax- based  substance  called 
Rain-Kote?  Next  we  coat  the 


outside  with  a  plastic  called 
Gator-Kote.*  It  protects  against 
moisture  —  and  makes  our 
beverage  carrier  glossier  and 
more  scuff-resistant.  Result:  A 
handsome  and  long-lasting 
carrier 


^S^^  ^h  lap.  24:24  minutes. 
iWy  Schollander  exhausted, 
quits.  Multi-Pak  ready  for  more. 

Multi-Pak  Another  example 
of  International  Paper's  innovative 
leadership  in  packaging,  paper, 
pulp,  building  materials  and 
non- woven  and  health  products. 


® 


INTERNATIONAL 
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COMPANY 


220  EAST  42ND  STREET      NEW  YORK    NEW  VORt^  10017 


^V^%  th lap.  19:47  minutes. 
i^f%0  Schollander  breathing 
hard,  slowing  down.  Multi-Pak 
looks  like  a  winner  as  special 
coatings  protect  surfaces. 


This  is  what  you  know  about  Utah: 

It's  where  the  Bonneville  Salt  Flats  are.  Where  racers 
come  the  world  over  to  break  land  speed  records. 


This  is  what  you  don't: 


Utah  is  the  place  to  come  to  break  produc- 
tion records  in  manufacturing  too.  That's  be- 
cause Utah's  work  force  is  rated  the  most 
productive  in  the  U.S.A.  (most  recent  Annual 
Survey  of  Manufacturers,  Bureau  of  Census). 

Utah  has  the  highest 
percentage  of  high  school 
graduates  in  the  U.S.  and 
leads  all  states  in  median  school 
years  completed  (nearly  two 
more  than  the  national  average). 

To  industry  this  means  a  work 
force  which  is  intelligent,  reliable 
and  quick  to  learn.  Our  people 
are  brought  up  to  believe 
that  work  is  still  a  virtue 
so  turnover  and  absen- 
teeism are  not  the 
problems  here  they 
are  elsewhere. 

Our  colleges,  universities  and  technical 
schools  provide  a  highly  skilled  and  semi- 
skilled labor  pool.  But  if  you  require  special  em- 
ployee training,  we  will  do  it  at  State  expense. 


other  pluses  for  prospective  new  industry 
are  slightly  lower  labor  costs,  relatively 
low  corporation  taxes  and  an 
overall  tax  burden  that  is  25% 
below  the  average  for  all 
Western  states. 

May  we  tell  you 
more?  Write  the 
words  "Utah  File" 
on  your  business 
card,  and  mail  to: 

John  H.  Rancher,  Director 
Utah  Industrial  Promotion  Division 
No.  2  Arrow  Press  Square  (Dept.  FB-12) 
Salt  Lake  City,  Utah  84101 


We'll  show  you  how  you  can  .  .  . 

KHH  Win  the  West  from 

QlTOH! 

•the  geographical  center  of  33  million  people. 
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'No  Comment 
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Forbes  dispatched  a  man  to  find  out  why  Johns-Manville  was 
suffering  from  profitless  prosperity.  He  didn't  learn  much, 
but  it  wasn't  for  lack  of  trying. 


Johns-Manville  (about  $880-million 
sales  in  1973)  would  seem  to  have  a 
lot  going  for  it.  From  its  big  open- 
pit  JeflFrey  Mine  in  Asbestos,  Que.  and 
a  handful  of  other  Canadian  and  Cal- 
ifornia mines,  J-M  produces  765,000 
tons  of  asbestos  a  year,  30%  to  35%  of 
all  the  Free  World's  asbestos. 

J-M  is  also  big  in  fiberglass  insula- 
tion, second  only  to  Owens-Coming 
Fiberglas.  And  this  year  J-M  became 
No.  One— ahead  of  Certain-Teed  Prod- 
ucts—in the  production  of  plastic  pipes 
for  water  and  sewage  systems. 

J-M's  fortunes  are  tied  to  construc- 
tion, and  construction  has  been  boom- 
ing. J-M's  sales,  not  surprisingly,  have 
gone  way  up— 44%  in  five  years.  But 
earnings,  that's  another  story. 

For  five  years  now  J-M's  earnings 
have  been  at  a  virtual  standstill— $2.58 
a  share  in  1969,  this  year  maybe 
$2.60.  Worse,  in  the  third  quarter, 
while  many  of  its  competitors  were 
still  showing  gains,  J-M's  earnings  have 
actually  been  shpping.  On  a  sales  gain 
of  9%,  earnings  dropped  17.5%. 

How  could  a  company  do  so  poor- 
ly when  its  business  was  booming? 
Forbes  sought  to  put  the  question  to 
W.  Richard  Goodwin,  J-M's  president 
for  the  past  three  years. 

At  first  the  company  said  yes,  Dick 
Goodwin  would  see  Forbes.  But 
when  Forbes  Staff  Writer  Paul  Gib- 
son arrived  in  Denver,  J-M's  staff  had 
some  other  suggestions.  How  about  see- 
ing a  20-minute  movie  on  how  J-M 
had  changed  its  image  under  Good- 
win? Or  reading  Future,  J-M's  new 
house  magazine?  Or  going  skiing  in 
nearby  Vail?  Maybe  a  long  ride  to  the 
foothills  of  the  Rockies  where  Good- 
win plans  to  put  up  a  swank  $43- 
million  headquarters  building? 

Six  hours  later,  when  Gibson  fi- 
nally got  ihto  his  oflBce,  Goodwin  was 
seated  behind  a  white,  marble-topped 
table.  He  was  flanked  by  two  compa- 
ny vice  presidents  and  a  lawyer. 

J-M,  explained  corporate  counsel 
Earl  Parker,  had  just  registered  with 
the  Securities  &  Exchange  Commis- 
sion its  intention  of  going  to  the 
money  market  in  January.  The  SEC's 
Section  145*  intoned  the  lawyer,  kept 
Goodwin  from  answering  questions. 

Forbes  reminded  the  J-M  men  that 
the  SEC  has  said  that  companies  in 
registration  were  free  to  answer  legiti- 
mate questions  put  them  by  the  press. 

Goodwin  finally  agreed  to  talk. 
What  was  J-M's  strategy?  we  asked. 


"It  would  take  a  day  and  a  half  to 
explain  that,"  said  Goodwin,  taking 
off  his  glasses  and  rubbing  his  eyes. 

We  tried  another  tack.  When 
Goodwin  took  over,  J-M  was  loaded 
with  cash  and  virtually  debt  free. 
Since  then  the  cash  has  been  partly 
run  down,  and  after  next  month's  of- 
fering, the  company  will  have  sub- 
stantial debt.  Why?  Goodwin  didn't 
duck  this  time.  It  gave  him  a  chance 
to  play  his  favorite  tune. 

"J-M  wasn't  aggressive  about 
growth  or  marketing.  It  was  hving  off 
cost  reductions  from  increased  pro- 
duction, but  that  can  only  last  so 
long.  It  needed  long-range  planning. 

"I  wanted  to  diversify  out  of  build- 
ing materials,"  continued  Goodwin, 
who  with  his  rumpled  hair,  dark- 
rimmed  spectacles  and  colorful  sports 
shirt  looks  less  a  corporate  executive 
than  the  college  professor  he  once 
briefly  was.  "I  wanted  to  get  some 
earnings  balance  and  keep  us 
free  of  wide  swings  in  the  economy." 

Of  course.  Planning.  That's  why 
J-M's  board  plucked  Dick  Goodwin, 
a  Ph.D  in  experimental  psychology, 
from  the  consulting  business  and 
brought  him  into  the  company,  first 
as  vice  president  for  corporate  plan- 
ning and  a  year  later  as  chief  execu- 
tive. But  so  far,  Dick  Goodwin's  plan- 
ning had  only  benefited  sales,  not 
earnings.  It  had  created  debt,  run 
down  cash  balances  and  put  the  com- 
pany into  mobile  homes,  lighting 
equipment,  oil  exploration  and  ski 
resorts. 

What  about  earnings?  we  persisted. 

"I  feel  we  have  been  a  little  bit 


Goodwin  of  Johns-Manville 

overambitious  in  terms  of  realizing 
the  benefits,"  replied  Goodwin  in  a 
matter-of-fact  tone,  causing  the  law- 
yer to  start  up  in  his  chair.  "We  have 
been  the  victim  of  the  price-cost 
squeeze.  We  aren't  getting  profits  now 
because  of  the  costs  of  borrowed  mon- 
ey and  depreciation.  But  I  feel  happy 
about  what  we  have  done." 

The  lawyer  and  aides  smile  at  that. 
Nothing  in  the  SEC  law  says  a  boss 
can't  be  happy. 

We  tried  to  keep  talking  about 
earnings.  What  happened  that  caused 
WaU  Street  to  scale  down  earnings 
estimates  both  for  1973  and  for  1974? 

The  lawyer  blocked  that  one:  "No 
comments,  please,  on  the  future." 

How's  the  asbestos  business?  we 
asked. 

Goodwin,  who  keeps  a  king-size 
bottle  of  Bromo-Seltzer  close  by  his 
desk,  replied,  "We  cannot  get  enough 
asbestos  out  of  the  ground  to  satisfy 
demand.  We  are  sold  out  for  all 
next  year." 

Sounds  fine,  but  in  the  last  five 
years,  while  J-M's  outside  sales  of  as- 


Grand  Design.  "I'm  a  born  salesman,"  says  J-M  President  Dick  Goodwin, 
who  once  sold  books  door-to-door.  Goodwin  sold  J-M's  board  on  moving  to 
Denver  and  building  this  fancy  new  headquarters.  Total  cost:  $75  million. 
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William 
Fellner: 

Two  Books  on 
Employment  and  Inflation 

EMPLOYMENT  POLICY  AT 
THE  CROSSROADS 

Written  in  December  1972,  this 
study  by  Fellner,  newly  appointed 
member  of  President  Nixon's  Council 
of  Economic  Advisers  and  Sterling 
professor  of  economics  emeritus  at 
Yale  University,  tackles  the  inflation- 
unemployment  dilemma.  Professor 
Fellner  argues  that  the  present  goal 
of  4  percent  unemployment  could 
spark  accelerating  inflation  and  sug- 
gests a  more  realistic  goal  of  5  per- 
cent coupled  with  subsidized  em- 
ployment programs. 

28  pages     paperback  $2.00 

A  NEW  LOOK  AT  INFLATION 
Economic  Policy  in  the  Early  1970s 

by  William  Fellner,  Phillip  Cagan, 
l^arten  Estey,  Gottfried  Haberler  and 
Charles  E.  f\/lcClure,  Jr. 

Professor  Fellner  was  project  di- 
rector for  this  study  of  the  United 
States  economy  since  direct  wage 
and  price  controls  were  first  applied 
in  August  1971. 

His  chapter,  "Employment  Goals 
and  Monetary-Fiscal  Overexpan- 
sion,"  traces  manpower  problems 
since  the  mid-fifties  and  emphasizes 
the  danger  of  relying  on  "inflationary 
equilibrium"  in  tight  labor  markets. 

In  other  chapters,  Phillip  Cagan 
looks  at  controls  and  monetary  pol- 
icy; Charles  E.  McClure,  Jr.  dis- 
cusses fiscal  policy;  Marten  Estey 
analyzes  wage  and  price  controls 
and  Gottfried  Haberler  focuses  on  the 
international  effects  of  U.S.  inflation. 
172  pages  cloth  $8.50, 
paperback  $3.75 


Make  checks  payable  to: 

American  Enterprise  Institute 

11 50  •17th  St.,  N.W.,  Wash.,  D.C.  20036 
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bestos  fibers  have  risen  from  $42.8 
million  to  $53.8  million,  its  pretax 
profits  from  asbestos  have  fallen  from 
$19.3  million  to  $14.3  million.  Why? 

A  matter  of  technology,  explains 
Goodwin.  Margins  on  asbestos  have 
shrunk  as  users  have  learned  to  make 
products  out  of  lower  and  cheaper 
grades  of  asbestos.  Prices  have  gone 
down,  but  not  J-M's  mining  costs.  The 
asbestos  business,  continues  Goodwin, 
is  following  the  classic  product  cycle. 
Its  peak  is  past.  "The  market  in  asbes- 
tos sheet  for  residential  shingles  is  now 
dead  in  this  country." 

The  conversation  turns  to  plastic 
pipes.  J-M  has  a  big  advertising  pro- 
gram lauding  its  ability  to  open  a 
new  plastic  pipe  plant  every  month. 
But  Goodwin's  new  plants  are  now 
short  of  polyvinyl  chloride  (PVC) 
polymer,  the  basic  raw  material  for 
plastic  pipe.  Didn't  Goodwin  see  the 
nationwide  shortage  of  polymer  com- 
ing as  the  petrochemical  companies 
first  held  back  on  capital  expansion 
and  then  ran  short  of  oil? 

"We  have  been  talking  about  it 
ever  since  we  put  our  plans  together 
two  years  ago,"  says  Goodwin.  "We 
took  what  we  thought  were  reason- 
able safeguards  with  our  suppliers." 

And  then  Goodwin  lets  the  cat 
part  way  out  of  the  bag.  To  make 
money,  his  pipe  plants  must  operate 
close  to  capacity.  Right  now,  with 
PVG  short,  they  are  down  to  75%, 
some  even  lower.  "We  will  just  have 
to  put  some  plants  into  mothballs," 
says  Goodwin,  as  if  it  were  the  most 
common  occurrence  in  the  world.  "We 
will  charge  extra  freight  from  the 
plants  we  keep  operating." 

Another  question:  Will  J-M  have 
enough  fuel  to  keep  its  fiberglass  op- 
eration going  this  winter?  Like  most 
businessmen,  Goodwin  cannot  answer 
that.  He  does  not  know.  But  he  has 
switched  several  plants  to  propane. 
Unfortunately,  that  too  is  short. 

By  now  Goodwin's  lawyer  is  get- 
ting hot  under  the  collar.  "The  longer 
this  goes  on,"  he  fumes,  "the  less  I 
hke  it." 

Two  quick  questions  then.  Good- 
win has  spent  $13.5  million  to  move 
his  company  from  New  York  to  strik- 
ingly attractive  premises  on  the  out- 
skirts of  Denver.  Why  does  he  now 
want  to  spend  another  $43  million  to 
build  a  corporate  palace  in  the  foot- 
hills of  the  Rocky  Mountains?  "These 
premises  are  too  inefficient,"  snaps 
Goodwin. 

Lastly,  what  is  Goodwin's  most 
pressing  problem?  "To  keep  our  earn- 
ings high  enough  so  I  won't  have  to 
answer  questions  like  these." 

Neither  the  handshakes  nor  the 
smiles  are  warm  as  we  are  shown  to 
the  door.  ■ 


SAVE  NOW  ON 
EXECUTIVE 
LOANS 

$2,000  to  $25,000 

INSTANT  CASH  BY  PHONE- 
ABSOLUTE  PRIVACY 

You  save  as  much  as  18%  or  more 
on  interest  rates  with  TWS 
compared  to  other  executive  loan 
services.  And  you  get  more  money, 
as  much  as  $25,000,  in  your  hands 
as  fast  or  faster  than  you  could 
get  it  locally.  Loans  made  in  com- 
plete privacy,  no  embarrassing 
investigations.  Tens  of  thousands 
of  satisfied  customers  throughout 
the  U.  S.  TWS  makes  loans  only 
to  executives,  military  officers, 
and  professional  personnel  . .  . 
that's  why  you  get  more  money 
and  a  better  deal. 

Get  the  facts  now — without 
obligation. 

Call  our  toll-free 
"LOAN  LINE" 

(800)527-6301 

From  Texas,  phone  COLLECT 
(214)  638-2840. 

Trans  World  Services,  inc. 


An  Affiliate  of  The  Continental  Corporation 
Suite  404,  Stemmons  Tower  West 
Dallas,  Texas     75207 
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Yxj  cant  tell  your  house 

is  losing  heat  just  by 
looking  at  these  pictures. 


Ordinary  photography. 


SoTexaco  took  these. 


Special  thermal  photography  that  lets  you  see  heat. 
The  light  areas  are  warm.  The  dark  areas  are  cooler. 


You  may  think  your  outside  walls  are  adequately 
insulated.  But  you  may  be  wrong. 


These  dark  lines  where  the  walls  and  ceiling  meet 
indicate  cold  is  seeping  in  due  to  improper  insulation. 
Keep  that  in  mind  if  you're  making  an  addition  to 
your  house. 
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Be  careful  where  you  put  your  furniture  or  drapes. 
For  example,  these  drapes  are  blocking  this  room's 
heating  unit.  The  result? 


The  drapes  are  absorbing  much  of  the  heat  that  could 
be  used  to  warm  the  rest  of  the  room. 


This  doorway  looks  sound  and  snug,  doesn't  it? 


But  look  how  much  cool  air  (the  thick  dark  vertical  line 
on  the  left)  is  seeping  in  through  the  doorway  because 
it's  not  sealed  properly.  Weather  stripping  and  caulking 
of  cracks  around  door  and  window 
frames  can  save  a  lot  of  fuel  oil. 
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We're  working  to  keep  your  trust. 


Cash  Management 
The  little  differences 


How  your  company  manages  its  assets  can  be  just  as 
important  as  how  it  acquires  those  assets. 

Knowing  this,  most  corporations  employ  some  kind  of 
cash  management  system.  Some  of  these  systems  maximize 
potential.  Some  merely  go  through  the  motions. 

Finding  the  right  system  is  more  difficult  than  it  may 
seem. 

The  fact  is  that  all  major  money  center  banks  have 
become  involved  in  cash  management.  And  their  services 
are  more  alike  than  they  are  different. 

The  difference  isn't  in  what  they  do,  but  rather,  in  how 
they  do  what  they  do.  Their  philosophy.  Their  style.  These 
are  the  subtle  differences  that  set  the  great  banks  apart 
from  the  almost  great. 

What  to  look  for. 

Fast  collection  is  essential  in  this  business. 

For  any  system  to  be  effective  it  has  to  be  able  to  collect, 
process,  deposit  and  clear  checks  in  as  little  time  as  possible. 
A  few  hours  can  change  your  bottom  line  by  thousands  of 
dollars. 

So,  the  faster  the  better. 

We  collect  in  a  number  of  different  ways.  Lock  box. 
Depository  transfer  checks.  Cash  mobilization.  Whatever 
will  get  your  funds  to  us  the  fastest. 

And  where  we  are  also  helps.  Because  Chicago  is  a 
major  business  center,  many  of  your  customers  are  located 
here.  Greographically,  we  enjoy  one  of  the  best  possible 
locations  for  collection  in  the  U.S.  With  one  of  the  fastest 
metropolitan  mail  systems  anywhere. 

A  small  difference  worth  $60,000. 

If  your  West  Coast  customers  remit  to  you  directly 
in  New  York,  your  money  is  spending  a  lot  of  time  in  the 
mails.  That  wasted  time  is  wasted  money.  If  we  intercepted 
those  payments  for  you,  those  funds  could  be  available  to 
you  perhaps  two  days  earlier.  That  can  make  a  big  difference. 

For  example:  One  of  our  clients  is  a  Florida-based 
company  with  annual  sales  of  $10,000,000.  With  their  old 
system,  their  customers  nationwide  would  remit  directly  to 
the  company's  Florida  office.  Then  those  funds  would  be 
forwarded  to  the  Midwest  for  deposit. 

We  set  up  a  system  whereby  all  payments  would  be  sent 
directly  to  us.  Becoming  the  company's  collection  center 
immediately  increased  their  balances  by  $(50,000.  Money 
that  would  otherwise  be  lost  in  mail  float. 

So,  what  seems  like  a  small  difference,  just  a  change  of 
address,  can  become  a  very  important  difference  for  you. 

Does  your  money  slow  down  once  it  gets  to 
the  bank? 

Another  critical  area  is  the  time  it  takes  to  process  your 
collections. 

We  receive  thousands  of  items  at  a  time  for  .some  of  our 
customers.  As  many  as  132,000  a  month  for  a  single  client. 
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Counting,  processing  and  recording  them  sounds  like  it 
would  take  a  lot  of  time.  It  doesn't. 

We're  a  large  wholesale  bank.  With  all  our  operations 
concentrated  in  one  building.  That  means  your  receipts 
aren't  processed  in  one  place  and  then  shipped  crosstown 
for  deposit  as  they  are  in  some  other  large  banks.  Our 
collection  center,  our  processing  center  and  our  deposit 
center  are  only  a  few  feet  from  each  other.  That  saves  time 

How:  As  important  as  how  fast. 

Many  banks  use  assembly  line  processing.  We  don't, 
And  we  never  will.  We  tailor  our  system  to  your 
requirements.  Not  vice  versa. 

We  don't  throw  you  on  a  conveyor  belt.  We  use  a  set 
method  with  one  person  responsible  for  your  account.  Fron 
the  opening  of  the  envelopes  to  the  recording  of  the  deposit 
We've  found  this  system  to  be  fast,  efficient  and,  most 
important,  virtually  error  free.  Our  reputation  for  accuraoj  | 
is  unparalleled  in  the  industry. 

Clearing.  The  last  hurdle. 

Our  check  processing  system  also  gives  us  certain 
advantages  in  the  clearing  of  your  collections.  It  enables  Ui 
to  operate  one  of  the  most  extensive  direct  sending  networl 
in  the  country.  Through  this  network  we  can  by-pass  the 
Federal  Reserve  and  pass  those  savings,  in  both  time  and 
money,  on  to  our  customers. 

To  reduce  total  collection  time,  your  system  has  to 
minimize  each  of  its  components.  Mail  float.  Processing 
float.  Clearing  float.  We've  talked  about  some  of  the  ways  v 
do  just  that.  But  your  cash  management  system  shouldn't 
stop  with  getting  your  money  credited  to  your  account. 

If  your  cash  isn't  working  for  you,  it's  not 
an  asset.  It's  a  liability. 

Collecting  your  money  is  only  pail  of  a  bigger  picture. 
If  that's  all  your  system  does,  it's  only  doing  half  its  job.  No 
that  your  money's  in  the  bank,  what  is  your  cash 
management  system  doing  to  make  it  produce?  Ai'e  you 
getting  the  most  possible  mileage  out  of  eveiy  dollar? 

Part  of  this  job  is  disbursement. 
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$6,000,000  is  not  a  little  difference. 

An  electrical  equipment  company  asked  us  to  look  at 
their  cash  management  .system.  Tlie  company  had  plants 
over  the  country.  They  were  using  a  decentralized  system 
with  each  of  their  offices  paying  their  own  bills.  To  do  this    _ 
the  company  had  to  use  2'1  different  banks.  |  i 

We  advised  them  to  concentrate  theii-  funds  thi-ough 
centralized,  zero  balance  system.  This  allowed  headcjuaric 
to  control  cash  with  the  plants  still  writing  checks.  This 
system  immediately  made  available  $.'{,()00,(KK)  of  the 
company's  a.ssets.  Money  that  had  been  lying  idle  in  the 
accounts  of  its  various  banks  was  now  cash  in  hand. 

Through  this  concentration,  we  also  stretched  out  the 
time  it  took  the  company  to  pay  its  bills  by  making  them 


OFirst  National  Bank  of  Chicago 


nake  big  differences. 


able  through  us,  rather  than  through  local  banks.  This 
de  available  another  $3,000,000. 

So,  by  changing  the  company's  disbursement  syste*n, 
increased  their  working  capital  by  $6,000,000. 

>  you  have  more  money  in  the  bank  than 
u  need? 

We  think  your  money  should  be  working  for  you  24 
irs  a  day.  And  our  system  makes  sure  it  does  just  that, 

cash  management  specialists  can  tell  you  how  much 
aey  you  really  need  to  operate.  And  how  much  money 
Id  be  put  to  work  somewhere  else.  Money  lying  idle  in 
ounts  doesn't  do  you  any  good. 

Through  our  Automatic  Investment  Facility,  money 

don't  need  for  daily  business  is  automatically  skimmed 
and  put  into  shoit  term  investments.  Us'ing  this  facility 
(•eased  one  of  our  customei's  investment  income  by  over 
0,000. 

We're  also  happy  to  invest  for  you  by  directive.  Our 
h  management  .specialists  have  available  all  the 
Durces  of  our  Trust,  Bond  and  Commercial  Departments, 
y  also  share  the  advantages  we  enjoy  as  being  one  of 
y  25  pnmary  dealers  in  Government  Securities. 

» you  know  what  your  company  was 
irth  yesterday? 

That  sounds  like  an  easy  one  to  answer.  Butjt's  a  lot 
V  complex  than  it  looks. 

Do  you  really  know  what  your  cash  picture  looked  like 
:eiday?  At  four  o'clock?  Do  you  know  how  much  money 
aid  be  coming  in  next  Thursday?  Or  how  thin  you  can 
?ad  yourself  in  November?  Tough  questions.  Especially 
■n  you're  dealing  with  thousands  of  items  and  millions 
oUars. 

Your  cash  management  system  should  be  able  to  give 

those  kinds  of  answers. 

Ours  can. 

Pi'ecise,  complete  answers  that  give  you  an  accurate 
ure  of  where  you  are  and  where  you're  going. 

Not  averages.  Not  estimates.  Not  blanket  availabilities. 
;  a  check  by  check,  minute  by  minute  overview  of  what's 
liable.  And  when. 


Our  Balance  and  Activity  Report  gives  you  a  monthly, 
no-nonsense  analysis  of  your  account.  And  our 
Summarization  and  Sorting  Services  provide  status  reports 
on  all  your  check  writing  activities. 

At  any  given  time  we  can  tell  you  exactly  how  much 
money  is  available,  and  precisely  where  that  money  came 
from. 

The  return  of  the  good  listener. 

Our  Cash  Management  Officers  ai'e  consultants.  Not 
salesmen. 

They  won't  sell  you  a  system  you  don't  need.  That's  not 
the  way  we  do  business. 

Our  people  are  specialists  who  work  within  your 
industiy  to  get  to  know  the  requirements  of  your  business 
almost  as  well  as  you  do. 

That's  how  you  get  a  cash  management  system  that 
fits.  Not  almost  fits.  Not  the  one  that  works  for  your  fiiend 
in  the  container  business.  But  the  one  that  works  for  you. 

We've  been  in  cash  management  longer  than  anybody. 
We  invented  the  lock  box  in  1947.  And  over  the  years  we've 
learned  a  lot. 

We  think  our  people  work  harder.  Dig  deeper.  Ask  more 
questions.  Spend  more  time  looking  for  that  light  fit. 

They  have  to. 

If  they  didn't,  you'd  take  your  business  somewhere  else. 
And  we  wouldn't  blame  you. 

A  fair  offer:  One  more  good  reason. 

We  want  to  show  you  just  how  good  we  are. 

At  your  request,  we'll  analyze  your  company's  cash 
management  system  and  give  you  an  impartial  view  of 
your  needs. 

If  your  system  is  doing  the  job,  we'll  tell  you  it's  doing 
the  job. 

If  it's  not,  we'll  tell  you  what  should  be  done,  area  by 
area,  to  strengthen  your  position. 

In  cash  management,  as  in  banking,  we  have  to 
compete.  To  stay  in  front,  we  have  to  do  things  better.  We 
have  to  push  just  a  little  harder. 

If  that  way  of  looking  at  things  makes  sense  to  you,  we 
think  alike. 

Get  things  started.  Call  Menill  Bums  at  (312)  732-3340. 


'he  First  National  Bank  of  Chicago  @ 
\bu  compete.  We  compete. 

ie  First  National  Bank  of  Chicago  First  Chicago  Corporation  subsidiary,  has  installations  in  Amsterdam,  Athens,  Beirut,  Bogota, 
usseis,  Dublin,  Dusseldorf,  Frankfurt,  Geneva,  Guatemala  City,  Hong  Kong,  Jakarta,  Kingston,  London,  Madrid,  Mexico  City,  Milan, 
airobi,  Panama  City,  Paris,  Rome,  Sao  Paulo,  Singapore,  Stockholm,  Sydney,  Tokyo  and  Toronto.  In  New  York:  First  Chicago  Inter- 
rtionai  Banking  Corporation.  First  Chicago  International,  Los  Angeles.  First  Chicago  Leasing  Corporation:  installaiions  in  Chicago, 
Bw  York,  London  and  Toronto. 


The  Money  Men 


Time  To  Play  the  Rails? 


After  the  Penn  Central  collapse 
("The  World's  Greatest  Real  Estate 
Company"— remember),  can  a  railroad 
stock  ever  be  a  concept  stock  again? 
Maybe.  Maybe  with  the  energy  crisis, 
trucking  will  be  set  back  and  the  rail- 
roads will  come  into  their  own  again. 

We  decided  to  test  the  concept 
against  a  genuine  railroad  analyst. 
There  aren't  many  railroad  analysts 
in  Wall  Street  any  more,  and  most  of 
those  remaining  aren't  young.  We 
found  David  Love,  who  is  young 
(27)  and  a  partner  of  the  highly  re- 
garded institutional  brokerage  house 
of  H.C.  Wainwright. 

We  got  right  to  the  point.  Is  a  new 
day  dawning  for  the  railroads?  Are 
they  the  concept  stocks  of  tomorrow? 

Love  is  far  from  being  bearish  on 
railroads.  But— to  his  credit— he  scorns 
talk  about  concepts. 

"You  just  can't  get  all  hopped  up 
as  if  it  is  going  to  happen  tomorrow, 
and  that  is  what  people  tend  to  do 
when  they  get  excited  about  a  group. 
Things  don't  move  that  fast,  par- 
ticidarly  in  railroading." 

Isn't  it  true  that  railroads  use  only 
one-fourth  the  fuel  that  motor  trucks 
do  to  havil  an  equivalent  amount  of 
freight?  The  famed  efiBciency  of  the 
flanged  steel  wheel  on  the  steel  rail? 

"Let  me  give  you  the  conceptuali- 
zation. People  have  said,  well,  we 
are  going  to  be  short  of  gasoline  and 
diesel  fuel,  thus  there  will  be  a  major 
stepped  up  use  of  railroads.  These 
people  forget  that  at  present  railroads 
carry  less  than  one-half  of  1%  of  their 
total  traflBc  in  less-than-carloads,  but 
98%  of  the  shipments  truckers  carry 
are  less-than-carload." 

The  railroads  can  piggyback  that 
type  of  shipment,  we  observed. 

"The  total  piggyback  capability  in 
the  country  today  can  probably  ab- 
sorb less  than  5%  of  new  traffic.  The 
flatcars,  the  trailers,  the  containers 
aren't  there,"  Love  explains. 

"Then  someone  has  to  go  to  the 
shipper  and  say,  'Okay,  friend,  you've 
got  to  use  the  railroads.'  Who  is  going 
to  tell  him?  The  Government? 

"Consider  the  political  realities. 
Two  of  the  most  high-profile,  power- 
ful lobbying  groups  in  Washington 
are  the  Teamsters  and  the  American 
Trucking  Association,  and  one  of  the 
weakest  is  the  Association  of  Ameri- 
can Railroads.  That  concept  totally 
ignores  political  realities. 

"Then  people  make  the  automatic 


assumption  that  trucks  are  going  to 
suffer  the  same  shortages  in  gasoline 
as  the  American  consumer.  Trucks 
and  railroads  both  run  on  diesel  fuel 
which  comes  from  the  cut  of  the  bar- 
rel that  produces  heating  distillates. 
Heating  distillates  are  being  refined  at 
the  expense  of  gasoline," 

What  about  the  coal  concept?  Rail- 
roads both  own  it  and  haul  it. 

"It's  another  conceptualization. 
Some  present  contracts  are  not  being 
filled  because  they  can't  get  the  coal 
out  of  the  mines.  There  have  been 
tremendous  decreases  in  productivity 
due  to  absenteeism  and  the  Health 
&  Safety  Act  of  1969.  This  isn't  going 
to  change  tomorrow. 

"The  eastern  and  southern  roads 
don't  make  a  great  deal  of  money 
from  ownership  of  coal,  but  they  have 
from  hauling  it.  The  western  railroads 
have  owned  it,  without  much  benefit 
in  the  past,  and  have  just  started  to 
haul  it.  The  reason  the  low-sulphur 
western  coal  movement  has  started  to 
move  is  the  pollution  restrictions.  The 
near  term  looks  less  than  positive  if 
there  is  an  easing  in  those  restrictions." 

Growing  desperate,  we  tried  again. 
Surely  this  industry  has  to  benefit 
from  the  energy  crisis  someplace.  The 
Government  will  see  to  that. 

"Investors  can  miss  a  very  essential 
point.  Railroads  should  not  be  treated 
as  a  homogeneous  industry.  Union 
Pacific  is  no  more  like  the  Boston  & 
Maine  than  IBM  is  like  Mohawk  Data 
Sciences.  There  are  some  big,  power- 
ful, well-managed,  wealthy,  highly 
profitable,  high-potential  companies 
in  the  rail  industry." 

This  is  what  we  had  been  waiting 
to  hear.  He  had  his  own  concept? 

"I'm  certainly  not  throwing  cold 
water  on  the  fact  people  are  starting 
to  pay  attention  to  them  again,  but  I 
want  them  to  own  them  for  the  right 
reasons,  with  a  full  understanding  of 
what  they  own.  If  you  are  going  to 
invest  in  the  industry,  stop  concep- 
tualizing. Investors  should  look  at  rail- 
roads for  the  inherent  quality  that 
exists  and  the  potential  benefits  that 
will  slowly  accrue  from  slow  changes 
in  the  operating  environment. 

"The  price/ earnings  ratios  have 
held  relative  to  the  market  because 
they  have  stayed  steady,  while  the 
market  dropped  100  or  so  points.  Peo- 
ple are  really  paying  attention  to  them 
for  the  first  time  since  the  Penn  Cen- 
tral bankruptcy." 


Love  of  H.C.  Wainwright 


When  they  do  start  looking  at  rail- 
roads. Love  says,  they  find  that  some 
railroad  stocks  are  of  very  high  qual- 
ity. "Look  at  Union  Pacific.  They  paid 
$240  million  for  an  oil  company.  They 
have  a  cash  flow  of  $275  million  be- 
fore dividends,  of  which  the  railroad 
in  future  will  use  only  $200  million, 
possibly  less.  This  company  owns  10 
billion  tons  of  coal,  an  oil  company 
whose  earnings  will  approach  $50  mil- 
lion, 900,000  acres  of  land,  7  million 
acres  of  mineral  rights,  with  22%  of 
its  capital  structure  debt. 

"Probably  the  best-run  railroad 
with  the  best  recent  earnings  record, 
with  strong  management  and  carry- 
ing a  low  multiple  and  high  yield 
with  excellent  potential  would  bo 
Southern  Railway.  Union  Pacific's 
long-term  potential,  four  to  six  years, 
is  outstanding,  based  on  a  strong  rail- 
road and  natural  resources,  primari- 
ly oil,  despite  10  billion  tons  of  coal. 
A  third  quality  representative  in  this 
industry  would  be  the  Norfolk 
&  Western— a  wealthy,  well-managed, 
high-yield  situation.  With  any  im- 
provement in  the  productivity  in  the 
coal  mines,  it  could  have  attractive 
appreciation  with  very  little  down- 
side risk." 

Buy  companies.  Love  says,  not  con- 
cept. Eminently  sensible.  ■ 
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Continental  Telephone 
grows  where  the  action  is 

Five  years  ago  there  were  14,000  students  at  Northern  Illinois  University. 
Today  there  are  23,000.  That's  action.  And  that's  Continental  territory. 


DeKalb,  Illinois,  located  50  miles 
west  of  Chicago,  is  a  major  university 
town  surrounded  by  a  thriving  rural  area. 
Growing  all  the  time. 

With  a  60%  increase  in  N.I.U.  enroll- 
ment over  the  past  five  years,  DeKalb  has 
had  to  meet  new  and  challenging 
demands.  And  so  has  its  telephone  com- 
pany. Continental. 

Continental  now  serves  the  personal 
and  business  needs  of  people  in  41  states. 
Growing  as  their  communities  grow. 


When  local  telephone  companies 
join  us,  we  update  equipment.  Expand 
facilities.  Better  service  creates  more 
customers  and  more  phone  usage. 

In  only  12  years,  we  have  gone  from 
a  $1.5  million  to  a  $1.7  billion  company. 
That  makes  us  the  fastest-growing  tele- 
phone system  in  the  United  States. 

Like  to  read  success  stories?  Just 
write  for  our  Annual  Report,   s      \ 

Continental  Telephone  Corporation 

PC  Box400.  Dept.  D,  Merrifield.Va  22116 


VlteYe  running  a  big  busines 


With  Greyhound's  thriving  Package  Express  service, 
we  take  advantage  of  all  the  space  in  our  buses,  by 
carrying  a  lot  more  than  people  and  their  luggage. 

We  have  a  bigger  business  than  most  trucking 
companies  do.  We  handle  just  about  everything  (size 
permitting)  from  the  everyday  to  the  not-so-everyday. 
Things  like  false  teeth  and  auto  parts,  financial 
documents  and  human  blood. 

And  because  our  express  revenues  are  up,  they 
help  keep  our  passenger  fares  down. 

Package  Express  keeps  things  moving  for  individuals, 
business  and  government,  at  the  pace  of  100  thousand 
packages  a  day. 

Fast  Express  Service— one  of  the  many  ways  we're 
rneeting  people's  needs. 


KEY  SUBSIDIARIES  OF  THE  GREYHOUND 

TRArjSPORTATION 

Greyhound  Lines 

Greyhound  Lines  of  Canada 

Texas,  New  Mexico  &  Oklahoma  Coaches 

American  Sightseeing  Tours  of  Miami 

Atlanta  Airport  Transportation 

Brewster  Transport 

California  Parlor  Car  Tours 


CORPORATION 

Carey  Transportation 
Florida  Parlor  Car  Tours 
Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Greyhound  Airport  Service 
Greyhound  World  Tours 
Korea  Greyhound 


Loyal  Travel  Service 
Motor  Coach  Industries 
Red  Top  Sedan  Service 
Royal  Glacier  Tours 
Trade  Wind  Transportation 
Walters  Transit 


LEASING-FINANCING-^  L'Mr^ 

Greyhound  Leasing  &  Financial 
of  the  U.S.,  Canada,  Switzerland 
England,  Japan,  Hong  Kong 

Greyhound  International  Banking 
Corporation  Ltd.,  Bahamas 

Greyhound  Guaranty  Ltd.,  Londor 

Greyhound  Computer 


Ight  under  peopled  feet 


THE  GREYHOUND  CORPORAnON 

Serving  people's  needs  in  a  hundred  basic  ways. 


JSUMER  PRODUCTS 
I  PHARMACEUTICALS 
>ur-Dial 
ur  Pharmaceutical 


FOOD 

Armour  Foods 
Armour  Le  Grys 
Klarer  of  Kentucky 
Pfaelzer  Bros. 


FOOD  SERVICE 
Greyhound 

Food  Management 
Post  Houses 
Prophet  Foods 
Restaura 


SERVICES 

Aircraft  Service  International 

Border  Brokers 

Compass  Insurance 

Consultants  &  Designers 

Dispatch  Services 

Freeport  Flight  Service 


Florida  Export  Group 
General  Fire  &  Casualty 
Greyhound  Rent-A-Car 
Greyhound 

Temporary  Personnel 
Manncraft  Exhibitors  Service 
Travelers  Express 


Hey,  Wells,  Rich,  Greene! 

Some  of  the  most  important  executives  you  know  run  these  companies: 

General  Mills,  Inc.  Joseph  E.  Seagram  &  Sons 

Miles  Laboratories  Smith,  Kline  &  French 

Philip  Morris,  Inc.  (Menley  &  James  Laboratories,  Ltd.) 

Procter  &  Gamble  Co.  Trans  World  Airlines,  Inc. 

Ralston  Purina  Co.  Westinghouse  Electric  Corp. 

Royal  Crown  Cola  Co. 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 

Magazine 

FORBES 

Business  Week 

Time 

Fortune 

Newsweek 

U.S.  News  &  World  Report 

None  specified 

QUESTION  2:  If  you  have  checked  more  than  two  of  the  above  magazines,  which  two  do  you  read 
most  thoroughly? 

Business  Week  78  45.6 

Time  72  42.1 

FORBES  68  39.8 

Fortune  46  26.9 

Newsweek  28  16.4 

U.S.  News  &  World  Report  11  6.4 

Not  stated  11  6.4 


No. 

% 

127 

74.3 

117 

68.4 

105 

61.4 

94 

55.0 

54 

31.6 

36 

21.1 

5 

2.9 

Now  it's  likely  that  all  the  officers  of  these  important  Wells,  Rich,  Greene  clients  receive  all  six  of  these 
magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  executives, 
don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a  convincing 
assortment? 

Forbes  readers  don't  just  own  American  business. 

They  run  it.  Forbes  knows. 

*Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  January  and  Feb- 
ruary 1973  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  Wells,  Rich,  Greene  clients  (or 
their  parents)  reporting  annual  revenues  of  $100  million  or  more  (excluding  banks  and  insurance  companies).  Of  a  net  mail- 
ing to  255  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and  comptrollers), 
171  or  67.1%  responded. 


Happiness  /s ...  40  Times  Earnings 

Ice  cream  is  becoming  an  "in"  product— wit ich 
may  be  why  the  British  want  in  on  Bas/cin-Robbins. 


"We  make  people  happy,"  proclaims 
a  sign  behind  the  neighborhood  Bas- 
kin-Robbins  ice  cream  counter.  Bas- 
kin-Robbins  is  also  making  its  stock- 
holders happy  these  days.  The  price 
of  shares  had  been  down  to  around 
$7.25  bid;  then  early  in  December 
Britain's  big  J.  Lyons  &  Co.  bid  $18.50 
a  share  for  all  of  B-R's  stock. 

If  the  deal  goes  through,  the  big- 
gest beneficiary  will  be  ailing  United 
Brands  Co.,  which  owns  83%  of  B-R's 
2.5  million  common  shares. 

The  buyer,  a  giant  British  food  and 
hotel  company  which  runs, 
among  other  things,  Europe's 
Wimpy  hamburger  restaurants, 
also  recently  bought  the 
Beechnut  beverage  business 
from  Squibb  Corp.  Lyons  will 
be  paying  close  to  $45  mil- 
lion for  B-R— a  good  deal  of 
money  for  a  company  that  net- 
ted only  $1.3  million  in  the 
nine  months  ended  Sept.  30. 

But  then  B-R  is  not  just  an- 
other company.  It  is  one  of 
those  rare  outfits  that  does  ex- 
ceptionally well  by  doing 
things  differently  than  every- 
body else. 

For  one  thing,  it  sticks 
strictly  to  ice  cream  and  relat- 
ed items,  even  in  the  winter. 
It  bucked  the  public  trend 
away  from  ice  cream  toward 
custard.  It  stayed  out  of  su- 
permarkets, where  most  ice 
cream  is  sold  nowadays. 

It  all  started  with  Irvine 
Bobbins  and  his  brother-in-law,  the 
late  Burton  Baskin,  28  years  ago.  "We 
just  wanted  to  make  $75  a  week. 
And  we  wanted  to  enjoy  ourselves  do- 
ing it.  Of  course,  when  we  reached 
that  goal,  we  upped  it  to  $100,  then 
$125  and  sq  on.  We  didn't  know  we 
were  buckijjg  industry  trends.  It's  a 
good  thing  nobody  told  us." 

Bobbins  has  been  in  the  ice  cream 
business  just  about  all  his  life.  As  a 
child  in  Tacoma,  Wash.,  he  started 
watching,  then  helping  his  father 
process  and  sell  milk,  ice  cream  and 
other  dairy  products.  The  lesson  he 
learned  best:  .that  the  real  profit  was 
not  in  selling  to  groceries  and  drug- 
stores but  from  sales  made  from  the 
family's  own  store  in  a  Tacoma  alley 
called  "Court  C." 

Bobbins  and  his  brother-in-law, 
who  had  run  a  retail  clothing  store  in 
Chicago,  worked  together,  but  opened 
separate  stores.  "One  of  the  best  pieces 


of  advice  my  dad  gave  me,"  says  Rob- 
bins,  "was  to  go  into  business  inde- 
pendently at  first.  Tf  you  become  part- 
ners right  away,*  he  told  us,  'you'll 
compromise  too  many  of  your  ideas 
in  an  effort  to  get  along.'  " 

So  Bobbins  opened  the  Snowbird 
ice  cream  store  in  Glendale,  Calif. 
Baskin  ran  Burton's  in  Pasadena.  "We 
tried  all  kinds  of  things  in  those 
stores,"  says  Bobbins.  "Some  worked 
and  some  didn't."  But  the  basic  idea 
was  already  there— to  sell  nothing  but 
ice  cream,  and  to  offer  a  vast  array 


of  fun-to-choose  flavors. 

Baskin  and  Bobbins  eventually  be- 
came partners  and  opened  more 
stores.  "We  knew  something  was 
wrong,"  says  Robbins,  "when  we  had 
eight  stores  between  us,  and  our  sales 
were  going  up,  but  we  weren't  mak- 
ing any  money.  That's  when  we  hit  on 
the  idea  of  selling  the  stores  to  the 
managers.  We  figured  we  would 
choose  the  location  and  provide  the 
ice  cream  and  the  merchandising 
ideas.  As  soon  as  the  payments  from 
these  stores  came  in,  we  opened  an- 
other. We  didn't  know  the  word  fran- 
chise at  the  time,  we  just  thought  we 
had  a  good  idea." 

In  the  begirming,  B-R  was  simply 
a  retailer,  but  as  time  went  on  it  be- 
gan its  own  manufacturing.  One  day, 
Jean  Paddock,  one  of  the  owners  of 
the  Lilly  ice  cream  company  of  Phoe- 
nix, Ariz.,  came  to  call.  She  was  im- 
pressed by  B-B's  merchandising.  "She 


wanted  to  know  how  we  did  it,"  says 
Robbins,  "and  a  bell  rang  in  our  heads. 
We  decided  to  license  Lilly  to  manu- 
facture as  well  as  sell  our  ice  cream 
in  Arizona." 

Lilly  thus  became  the  first  of  13 
separate   outfits   to   become   regional 
subcontractors  for  B-R,  both  making 
ice    cream    and    handling    the    local 
franchising.    In    some    regions,    B-R 
continued  to  own  both  the  stores  and 
the  distributor,  but  elsewhere  it  sim- 
ply provided  knowhow  and  marketing 
aids  and  collected  royalties.  The  re- 
sult was  far  faster  expansion  than  B-R 
could  have  financed  on  its  own.  Today 
there  are  over  1,300  Baskin-Robbins 
ice  cream  stores  in  North  America, 
and  another  one  opens  every  third  day. 
In   1967,  20  years  after  the  first 
stores  opened  in  Glendale  and  Pasa- 
dena, Baskin  and  Bobbins  sold 
their  company  to  United  Fruit 
(now  United  Brands)   for  an 
estimated  $12  million.   Why? 
"Our  lawyers  had  told  us  that 
if  something  happened  to  one 
of  us,  the  insurance  wouldn't 
cover  the  taxes." 

In  fact,  Baskin  died  sud- 
denly only  six  months  after  the 
deal  was  closed. 

It  was  a  good  deal  for 
United.  The  hard-pressed  par- 
ent was  able  to  collect  a  gen- 
eral and  administrative  fee 
for  several  years,  to  borrow 
money  from  B-R,  and  then  in 
1971  to  sell  to  the  public  17% 
of  B-B's  shares  for  $7  million. 
With  this  deal  and  with  the 
sale  to  Lyons,  United  Brands 
will  have  multiplied  its  invest- 
ment nearly  four  times. 

How  much  more  mileage 
can  B-R  get  from  its  one  basic 
product? 
The  company  lists  several  areas  it 
expects  to  grow  in.  It  is  going  abroad 
and  opening  more  new  stores  here; 
next  year  it  plans  to  open  40  stores 
in  Japan,  It  is  also  acquiring  area 
franchises  as  they  become  available, 
and  offering  extensive  sales  training  for 
store  owners  and  employees.  Further- 
more, it  is  opening  new  types  of 
stores.  There  will  soon  be  Baskin-Rob- 
bins' departments  in  department 
stores,  for  example,  and  covered  shop- 
ping malls  are  now  considered  prime 
locations  as  well  as  the  traditional 
shopping  centers. 

Best  of  all,  ice  cream,  once  regarded 
for  children  orJy,  is  becoming  an  "in" 
product  with  young  adults. 

J.  Lyons,  which  already  has  the 
largest  selling  ice  cream  brand  in  the 
U.K.  figures  B-R  will  provide  it  more 
growth  in  the  ice  cream  business  and 
a  larger  share  of  the  market  in  areas 
outside  the  U.K.  ■ 
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The  Companies  of  Citicorp 


When  a  builder  and 
an  investor 
seem  miles  apart, 

Advance  Mortgage  Corporation 
can  bring  them  together. 
As  a  mortgage  banker, 
Advance  Mortgage  is  a  middleman 
for  real  estate  finance. 
We  find  money  in  areas  of  the 
country  with  a  surplus  of  savings, 
then  funnel  that  money  into  areas 
where  the  demand  for  mortgages 
is  greater  than  the  savings  supply. 
It's  a  vital  service  that  helps  the 
whole  country  grow. 


^ 


M 


When  a  company  is  committ 
growth,  as  First  National  City 
poration  surely  is,  it  must  have 
losophy  for  achieving  that  gro 

Citicorp  does.  Our  philos, 
is  simply  this:  find  the  places, 
where  in  the  world,  where  p 
have  needs.  Go  there.  Give  the 
services  they  need  for  todays 
and  tomorrow's  aspirations. 

Individuals,  corporations 
emments  all  depend  on  the 
variety  of  financial  services  pro 
through  Citibank  and  the  co ' 
nies  of  Citicorp. 

Financing  in  every  form  is 
able.  We  provide  venture  capiv 
industrial  development  in  Eu  . 
We  lease  earth-moving  monst 


IK 
SUBSIDIARY  COMPANIES  OF  CiTI' 

ADVANCE  MORTGAGE  CORPORATION 

A  leading  originator  and  servicer  r 
dential  and  commercial  mortgaj^ 
hundreds  of  institutional  investors,  w 

CITICORP  INTERNATIONAL  BANK  LIMf 

A  new  world-wide  merchant  bank 
quartered  in  London,  and  invol 
syndication  of  international  loans,  i 
writing  and  distribution  of  Eurol 
merger/acquisition,  and  other  invc^ 
banking  activities. 


i 


CITICORP  COMMUNITY 
DEVELOPMENT,  INC. 

Equity  investments,  loans  and  tci  1 
assistance  for  low  and  middle  n 
housing  and  related  facilities  in  NY  ijn 

CITICORP  LEASING,  INC.  and  CITICOR 
LEASING  INTERNATIONAL,  INC. 

The  world's  largest  leasing  organ i 
able  to  handle  almost  any  cquipmci 
ing  transaction 

CITICORP  REALTY  CONSULTANTS.  \H( 

Provides  a  broad  range  oi  real  esi 
praisal  and  project  planning  servii  i 

CITICORP  SERVICES,  INC. 

Makes  First  National  City  Tra 
Checks  available  to  users  ai 
world  through  tens  of  thou.sani  i 


find  ways  to  grow  by  finding  ways  to  serve. 


;theast  Asia.  We  stimulate  cash 
vfor  companies  with  accounts  re- 
/able  build-ups. 

A  glance  at  the  list  of  Citicorp 
mpanies  on  this  page  will  give  you 
nail  idea  of  how  wide  our  hori- 
,s  are. 

In  94  countries,  the  services  are 
'ays  different,  but  the  common 
nominator  is  always  there:  go 
ere  people  need  you — it's  a  sound 
y  to  grow. 

Indeed,  the  mission  of  the  sub- 
aries  of  Citicorp  is:  to  grow  by 
)viding  financial  services  that 
et  the  real  needs  of  people,  com- 
mities,  and  businesses  through- 
:  the  U.S.  and  around  the  world. 


CORP  FACTORS,  INC. 

vides  business  with  full  credit  protec- 
1  and  collection  services  as  well  as  work- 
capital  through  accounts  receivable 
tncing  and  factoring. 


ICORP  VENTURE  CAPITAL  LTD. 

vides  long-term  equity  financing  to 
wing  businesses  around  the  world. 

SAP,  McCORMICK  AND  PAGET  INC. 

forms  management  consulting  services 
commerce,  industry  and  the  public 
tor,  world-wide. 

lONWIDE  FINANCIAL  SERVICES 
IPORATION. 

ves  consumers, directly  and  through 
iilers  from  coas^-to  coast. 

MSACTION  TECHNOLOGY  INC. 

I'eloper  of  advanced  systems  for  the 
'ment  mechanisms  of  the  future. 


ST  NATIONAL  CITY  BANK. 

'  nnk  is  one  of  the  world's  leading 
.  with  branches,  subsidiaries  and  af- 
ites  in  94  countries. 


When  a  good  company  seems 
to  be  growing  at  a  snail^s  pace 

for  lack  of  funds,  a  good  place 
to  go  is  Citicorp  Venture  Capital  Ltd.  In  places 
like  the  United  States,  the  United  Kingdom, 
Canada  and  Belgium,  Citicorp  Venture  Capital 
is  providing  the  money  and  financial  know-how 
for  companies  with  exceptional  growth  potential. 
And  that  means  growth  potential  for  us,  too. 


[TICORP 


FIRST  NATIONAL  CITY  CORPORATION 
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Faces  Behind  the  Figures 


We^ll  Survive 

If  you  owned  170,000  gas-eating  ve- 
hicles threatening  to  run  out  of  gas, 
the  $700  milhon  you  had  put  into 
them  might  look  like  a  lousy  invest- 
ment. For  most  of  this  year,  that 
thought  has  been  plaguing  Robert  L. 
Stone,  50,  who  runs  RCA's  Hertz  sub- 
sidiary, the  world's  largest  auto  and 
truck  rental  operation. 

Says  an  articulate  Stone,  a  former 
bomber  pilot  who  won  the  Distin- 
guished Flying  Cross  in  World  War 
II,  "The  tipoff  on  the  depth  of  the 
problem  came  in  the  late  spring  of 

1973  when  not  one  oil  firm  indicated 
that  it  would  bid  on  our  annual  oil 
purchase  for  1973— and  we're  their 
largest  surface  customer  after  the  Fed- 
eral Government  and  United  Parcel." 
That's  why  last  August  Hertz  sur- 
prised big  supplier  Ford  by  moving 
down   in    size   and   in   weight   in   its 

1974  fleet  purchase.  With  the  escala- 
tion of  the  oil  crisis,  it  is  moving  still 
further  down. 

"Six  months  ago,"  says  Stone,  "I 
hired  a  Gulf  Oil  petroleum  marketing 


expert  to  find  oil  supplies  for  us.  I 
told  him  to  try  everything— even  ac- 
quire an  oil  company.  Why,  we've 
even  gone  into  oil-drilling  programs. 
Cash  doesn't  count.  It  has  gotten  down 
to  a  barter  economy:  What  can  I 
trade  with  an  oil  supplier  to  help  him 
somewhere  so  he  can  get  a  littie 
something  for  me  elsewhere?" 

Can  vehicle-leasing  outfits  like 
Hertz,  Avis  and  National  really  pros- 
per in  such  an  atmosphere?  "We'll  sur- 
vive," says  Stone,  who  spent  11  years 
as  general  manager  of  NBC-TV  before 
parent  RCA  sent  him  over  to  run 
Hertz  in  September  1972.  "Even  if 
we  have  gas  rationing  and  car  use  is 
substantially  curtailed,  we  will  simply 
buy  fewer  cars  and  trucks."  And  be- 
cause he  is  continually  selling  off  older 
cars,  he  foresees  no  big  losses  on  his 
current  fleet. 

"But  that  doesn't  mean  we  hare 
no  future,"  he  goes  on.  "Business  rent- 
al accounts  for  over  80%  of  Hertz's 
revenues"— and  businessmen  still  have 
to  travel,  even  if  they  do  so  in  small- 
er cars  and  with  one  eye  constantly 
on  the  fuel  gauge.  ■ 


Stone  of  Hertz 


Saved  by  the  Arabs? 

What  an  anniversary  for  Chairman 
Floyd  Hall  of  Eastern  Air  Lines! 

Just  ten  years  ago  this  month  dap- 
per ex-TWA  pilot  Hall,  then  47,  took 
the  controls  at  Eastern.  The  line  was 
then  in  a  bad  way,  late  into  jets  and 
notorious  for  bad  service.  But  under 
Hall's  evangelistic  leadership.  Eastern 
made  a  two-year  bootstrap  comeback. 

Now  Eastern  is  fighting  for  its  life 
again.  On  record  $1.3-biIlion  revenues, 
it  will  end  1973  awash  in  red  ink, 
the  victim  of  equipment  breakdowns 
among  its  new  L- 10 lis  and  a  traffic 
slump.  Its  deficit  was  already  at  $35 
million  in  late  October,  vs.  a  $23-mil- 
lion  profit  in  1972. 

And  Eastern  won't  find  it  easy  to 
borrow,  with  $2  of  long-term  debt  for 
every  $1  of  equity.  In  October  Hall 
had  to  ask  Eastern's  senior  lenders— 
80  banks  and  insurance  companies— 
to  waive  certain  mortgage  restrictions 
and  let  Eastern  borrow  an  extra  $40 
million  that  it  was  not  supposed  to  be 
able  to  touch  until  1974. 

Now  the  fuel  crisis.  From  5%  in 
November,  the  jet  fuel  cutbacks  are 
rising  to  12%  this  month  and  25%  next. 
The  cutbacks  could  prove  a  lifesaver. 
Eastern's  real  problem  is  that  too 
many  of  its  1,400  daily  flights  travel 
half  empty:  Eastern's  passenger  load 


factor  in  August  was  56.9%,  vs.  64.1% 
in  August  of  1972.  Now  Hall  has  a 
chance  to  do  some  astute  schedule- 
juggling  with  fewer  flights  and  few- 
er empty  seats,  concentrating  the 
schedule  around  his  big  but  cheaper- 
to-fly  L-lOlls.  He  already  is  seeking 
government   approval  to  lop  off  un- 


profitable flights  to  New  Haven,  Cin- 
cinnati, Akron  and  Columbus,  Ga. 
and  use  the  fuel  saved  to  fly  vacation- 
ers to  Florida,  Mexico  and  the  Carib- 
bean during  the  cold  winter  months. 

The  whole  airline  industry  hopes  to 
make  hay  out  of  Arab  blackmail,  but 
it  could  save  Eastern's  hide.  ■ 


Hall  of  Eastern  Air  Lines 
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"You  don't  have  to  be  the  oldest  company 
in  forest  products  to  know,  that  sooner  or 
later,  the  industry  is  going  to  face  a 
tough  year.  But  it  helps  if  you're  young 
enough  to  meet  those  times  with  flexi- 
bility. To  prepare  for  them  in  advance  with 
a  few  innovations. 

"And  nobody  is  doing  it  quite  like 
Louisiana-Pacific.  We  started  by  capital- 
izing on  a  great  market.  Compared  to 
1972,  when  we  were  still  part  of  Georgia- 
Pacific,  our  sales  in  the  first  nine  months 
of  1973  were  up  59.2  percent,  net  income 
rose  127.6  percent  and  earnings,  by  Sep- 
tember 30th,  already  had  exceeded  1972's 
full  performance  by  67  percent. 

"But  in  1974,  if  things  get  tough,  we 
can  take  advantage  of  it.  Why,  we  have 
swing  factors  that  most  others  in  the 
industry  simply  don't  have  going  for 
them.  Like  new  capacity  that  won't  really 
be  appreciated  until  next  year.  In  the 
first  nine  months  of  this  year,  we've  jumped 
our  lumber  capacity  by  47  percent,  ply- 


wood capacity  by  38  percent  and  our 
modest,  initial  particleboard  capacity  by 
106  percent.  Not  bad,  when  you  consider 
we  started  out  No.  3  in  lumber  and  No.  6 
in  plywood. 

"But  it  wasn't  just  capacity  we  were 
after.  Most  of  that  increase  came  through 
a  series  of  acquisitions,  each  and  every 
one  of  them  planned  to  increase  our 
manufacturing  and  marketing  flexibility. 
Take  the  Columbia  Corridor  Division  in 
Oregon  and  Washington.  What  we  are 
building  there  is  a  profit  center  with 
timber  in  the  backyard  and  water  in  the 
front.  So  if  there's  a  shift  in  domestic 
demand,  we  simply  market  our  building 
materials  in  the  Pacific  Rim  and  Europe 
for  consistent  earnings. 

"The  same  thing  applies  with  our 
Samoa  pulp  operations  on  the  California 
coast.  Under  Georgia-Pacific,  most  of  the 
mill's  pulp  was  tightly  integrated  to  other 
company  paper  operations  with  only  40 
percent  going  to  export.  We  freed  that 


capacity  and  will  market  about  70  percent 
of  it  overseas  this  year  And  in  1974  we'll 
up  it  to  95  percent. 

"We  have  also  taken  an  innovative  ap- 
proach to  our  timber  supply.  Because, 
when  the  price  for  our  end  products  was 
high,  like  early  1973,  we  harvested  mainly 
the  higher  cost  market  timber.  If  there's 
a  price  drop  for  those  end  products,  we'll 
simply  shift  back  to  our  own  substantial 
lower-cost  timber  holdings. 

"In  short,  we  know  the  realities  of  doing 
business.  We  know  that  the  market  that 
goes  up,  can  come  back  down.  But  even 
when  it's  down,  there  will  be  few  com- 
panies doing  as  well  as  Louisiana-Pacific." 


Louisiana-Pacific  / 1300  S.W.  Fifth  Avenue 
Portland,  Oregon  97201  /  NYSE  Symbol:  LPX 
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Louisiana-Pacific 


Lumber,  plywood,  pulp,  particleboard.  buildine  products 


"When  things  get  tough 
we  can  take  advantage  of  it." 
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Faces  Behind  the  Figures 


Too  Successful? 

When  a  businessman  finds  a  way  to 
move  passengers  at  a  profit  while  at 
the  same  time  cutting  energy  con- 
sumption and  reducing  congestion, 
you  would  expect  that  Congress 
would  give  him  a  medal.  Instead, 
Congress  is  threatening  to  prevent 
him  from  expanding  his  business. 

The  businessman  is  Eugene  K. 
Garfield,  37,  who  left  the  Department 
of  Transportation  four  years  ago  and 
started  a  new  company,  Auto-Train 
Corp.  Auto-Train  carries  passengers 
with  their  automobiles  from  Washing- 
ton, D.C.  to  Florida  on  Pullman  cars 
attached  to  auto  carriers. 

Auto-Train  has  been  a  great  suc- 
cess because  it  saved  travelers  a 
grueling  drive,  but  did  not  separate 
them  from  their  beloved  cars.  In  the 
year  ended  April  1973  Auto-Train  did 
$14  million  in  volume  and  made  a 
profit  of  $805,000-after  a  loss  of  $2.5 
million  in  the  previous  fiscal  year. 
Auto-Train  is  already  booked  solid  for 
the  winter  of  1973-74. 

Flushed  with  success,  Gene  Gar- 
field asked  the  Interstate  Commerce 
Commission  for  permission  to  start  a 


second  line,  between  Louisville,  Ky. 
and  Sanford,  Fla.  After  three  months, 
Garfield's  application  is  still  stalled. 
Meanwhile,  Congress  has  passed  a 
bill  authorizing  the  ICC  to  eliminate 
private  competition  to  Amtrak,  the 
federally  subsidized  passenger  rail- 
road corporation,  if  the  agency  feels 
the  competitor  is  cutting  into  Am- 
trak's  business. 

This  leaves  Garfield  in  the  peculiar 
position  of  having  to  prove  that  his 
new  line  would  be  successful  but  not 
too  successful.  It  is  Amtrak's  view 
that  the  new  route  would  be  very 
successful.  So  successful  that  Amtrak 
is  preparing  to  start  its  own  Midwest- 
to-Florida  car-cum-people  trains. 
"Auto-Train,"  an  Amtrak  spokesman 
complains,  "would  skim  the  cream  of 
our  ridership." 

It  is  a  dilemma  for  Congress.  Al- 
lowing Amtrak  to  go  into  the  auto- 
train  business  probably  won't  cut 
Amtrak's  hefty  deficits.  But  even  if 
deficits  are  cut,  would  that  be  fair 
to  Auto-Train? 

Clearly  there  are  no  easy  answers 
as  the  U.S.  moves  to  make  up  for  dec- 
ades of  neglect  in  the  nonhighway 
part  of  transportation  industries.  ■ 


Garfield  of  Auto-Train 
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^^Just  Short  Term 


High  up  on  the  list  of  those  hurt 
by  the  Arab  oil  boycott  are  merchant 
shippers,  mostly  Greeks  and  Norwe- 
gians, who  lease  tankers  on  a  "spot," 
or  single- trip  basis.  Take  the  Astrup 
family  of  Oslo.  Forty  vessels  worth  an 
estimated  $500  million  bear  the  Mal- 
tese cross  funnel  mark  of  Feamley  & 
Eger,  the  family  company. 

Forbes  asked  Nils  J.  Astrup,  38, 
one  of  F&E's  three  managing  part- 
ners, about  the  troubled  tanker  mar- 
ket. Busipess  isn't  too  good,  said  he. 
"Before  the  Middle  East  crisis,  the 
rate  for  ocean  transportation  from  the 
Persian  Gulf  was  to  the  tune  of  $40 
a  ton.  Today  it's  roughly  $5  a  ton.  If 
you've  got  a  100,000-ton  tanker, 
you're  getting  only  $500,000  a  trip 
when  you  were  getting  $4  million." 
The  base  rate  for  tankers  on  the  Per- 
sian Gulf  run  is  $10  a  ton,  but  prof- 
itability of  an  individual  contract  de- 
pends on  size,  age  and  financing  of 
the  vessel.  So  some  F&E  tankers  may 
be  operating  heavily  in  the  red.  But 
don't  worry  about  the  Astrups  going 
broke.  "We  like  to  have  a  mixed  bag," 
says  Nils  Astrup,  pointing  out  that 
Feamley  &  Eger  tries  to  keep  some 
of  its  vessels  steadily   under  charter 


while  others  stay  in  the  spot  market. 
Anyhow,  the  value  of  the  Astrup 
tankers  hasn't  dropped  anything  like 
spot  rates  have.  "You  could  have  sold 
a  big  tanker  for,  say,  $25  million  in 
August,  but  it  might  be  now  worth 
only  $20  million,"  says  Astrup.  Ac- 
tually, the  Astrup  firm  sold  a  tanker 


for  $20  million  before  the  crisis;  the 
ship  cost  Feamley  &  Eger  $10  mil- 
lion six  years  ago.  The  buyers  of 
the  ship  aren't  necessarily  sunk,  be- 
cause spot  rates  probably  won't  stay 
at  a  money-losing  $5  a  ton. 

"This  shortage  of  cargo,"  says  As- 
trup, "is  just  a  short-term  situation."  ■ 


Astrup  of  Fearnley  &  Eger 
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DOING  BUSINESS  IN  CANADA 


A  PRACnCALGUIDE  TO 
THE  CANADIAN  BUSINESS  WORLD 


As  practical  as  we  could  make  it  for  any  busi- 
nessman thinking  about  opening  new  business 
frontiers  in  Canada  . . . 

As  practical  as  60  pages  and  more,  of  hard-core 
answers  to  most  of  the  hard-core  questions  we've 
been  a^ked  to  answer  for  well  over  a  century. 

Questions  about  organizing  and  planning  and 
manufacture  and  sales  . . .  about  fees  and  taxes, 
and  kinds  of  companies  you  can  form  . . .  about 
international  trade  agreements  and  tariffs,  labour 
legislation  —  and  just  about  anything  you  really 
should  know  about  —  even  to  moving  your  own 
family  North. 


If  you'd  like  a  copy  of  "Doing  Business  in 
Canada" — it's  practically  yours. 

Just  have  your  secretary  write  for  one  —  on 
your  company  letterhead.  Attention  Dept.  F-12. 


<i> 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Over  1500  Branches  and  Over  $14  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.  Y.  10005 
(212)  DIgby  4-3801 


Faces  Behind  the  Figures 


The  Three  S^s 

Back  in  1954  when  Australian  Rupert 
Murdoch  took  over  the  family  news- 
paper business  in  Adelaide,  Australia, 
it  was  earning  a  modest  $35,000.  Less 
than  20  years  later,  Murdoch  runs  a 
publishing  empire  larger  than  any  in 
this  country.  His  News  Limited  com- 
pany—still 40%  owned  by  the  Mur- 
doch family— puts  out  nearly  100 
newspapers  and  magazines,  mostiy  in 
Australia  and  Britain.  Last  year  the 
group  had  revenues  of  over  $300  mil- 
lion and  turned  an  $18-million  profit. 
The  secret  of  Murdoch's  success?  Sex, 
sin  and  sensation. 

Murdoch's  first  step  beyond  Aus- 
tralia came  in  1968  when  he  bought 
News  of  the  World,  a  popular  London 
Sunday  weekly  with  big  pictures,  big- 
ger headlines  and  a  circulation  of  6 
miUion.  He  also  bought  The  Sun, 
which  he  calls  "an  unashamedly  pop- 
ular daily  for  the  masses."  With  such 
featiues  as  a  seriahzed  version  of  The 
Sensuous  Woman,  "The  Sun,"  Mur- 
doch says,  "makes  more  money  every 
week  than  the  £50,000  I  paid  for  it." 

Murdoch— now  42— has  decided  to 
invade  the  U.S.  Last  month  he  plunked 


Murdoch  of  News  Limited 


down  $18  million  cash  for  the  second- 
and  third-largest  dailies  in  San  An- 
tonio, Tex.  He  claims  to  have  been 
ofiFered  the  Washington  Star,  the 
capital's  afternoon  daily,  which  he 
turned  down  because  the  price  was 
too  steep.  He  says  he  still  wants  to 
buy  a  major  U.S.  paper. 

Murdoch's  pet  American  project, 
however,  is  a  new  weekly  tabloid 
called  the  National  Star,  which  he  will 
launch  in  February.  The  48-page  pa- 
per will  have  an  editorial  staff  of  only 
30  people,  but,  Murdoch-style,  it  will 
be  backed  by  a  $5-million  ad  cam- 
paign. Murdoch  claims  that  if  he  can 
sell  1.5  million  copies  at  25  cents, 
mostly  through  supermarkets,  the  pa- 
per will  be  profitable  without  ads. 
"This  is  a  real  little  gamble,"  he  says, 
"not  so  much  in  terms  of  what  the 
stake  of  money  is,  but  in  terms  of 
what  the  return  might  be."  What  kind 
of  paper  will  the  Star  be?  "We'll  be 
sensational,"  Murdoch  says,  tapping 
a  picture  of  slinky  Jill  St.  John  in  a 
proposed  National  Star  layout. 

Murdoch  draws  plenty  of  criticism. 
He  replies:  "Your  responsibility  is  to 
your  readers,  not  to  people  who  claim 
to  be  superior  to  your  readers."  ■ 
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Better  Terms** 


Forbes  paid  a  visit  to  Anthony  Hamp- 
son,  president  of  Canada  Development 
Corp.— the  federally  funded  (but  not 
directly  regulated)  company  that  re- 
cently got  control  of  Texasgulf 
through  a  tender  offer.  An  economist 
by  training,  Hampson,  42,  has  been 
both  a  businessman  (with  Power 
Corp.  of  Canada)  and  a  bureaucrat. 
It  was  Hampson  who  masterminded 
the  Texasgulf  takeover. 

Will  U.S.  companies  in  Canada  be 
forced  to  sell  out  to  Canadians? 

Oh,  nothing  so  drastic,  replies 
Hampson  reassuringly.  "I  don't  think 
there's  a  very  strong  buy-back-Canada 
sentiment  in  this.  We  don't  feel  every- 
thing has  to  be  controlled  by  Canadi- 
ans. If,  say,  65  of  our  largest  100  com- 
panies are  now  foreign-controlled,  in 
five  years  it  might  be  50. 

"You  see,"  Hampson  goes  on,  "we 
don't  have  the  social  pressures  of  mas- 
sive underemployment  putting  pres- 
sures on  us  to  do  splashy  things.  In 
Canada  we  have  the  capital  markets, 
the  managerial  and  technological  skills 
that  make  us  conscious  of  our  ad- 
vantages. These  enable  us  to  play  the 
game  of  economic  development  in  a 
straightforward  way." 


But  isn't  the  pace  of  buying  back 
Canada  quickening?  "It  is  a  natural 
function  of  our  increasing  wealth," 
Hampson  replies.  "Our  incomes  are 
rising  by  $10  billion  a  year.  The  Ca- 
nadian economy  has  been  throwing  off 
higher  levels  of  saving.  Only  a  few 
years  ago  a  $20-million  equity  issue 
would  have  been  a  very  large  affair 
in  Canada.  Nowadays  $100-million  of- 
ferings are  not  uncommon.  A  wealth- 
ier country  is  like  a  wealthier  individ- 
ual: It  takes  bigger  chances  and 
swings  from  safe  investments  like  debt 
to  conservative  blue  chips  and  then 
ultimately  to  more  aggressive  stocks. 

"We  are  already  into  pharmaceuti- 
cals [Connaught  Laboratories].  May- 
be we'll  go  into  computers— not  main- 
frame, but  peripheral  equipment. 
Petrochemicals  is  another  clear  case. 
Because  of  our  good  energy  position, 
we  can  afford  now  to  put  up  world- 
scale plants.  We  might  want  to  get 
into  the  oil  business  and  acquire  some 
basic  company  as  a  vehicle.  We  just 
want  to  make  sure  that  Canada  gets 
into  high-growth  industries. 

"All  we  are  trying  to  do  is  make 
sure  there  will  be  opportunities  for 
more  employment,  for  more  Canadi- 
ans to  rise  to  the  top,  and  for  more 
research  to  be  done  in  Canada."  ■ 


Hampson  of  Canada  Development 
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Pholo  ot  actual  ranchland  taken  at  Sengre  de  Crista  Ranches 


Where  the  deer  and  the  antelope  play 


Sangre  de  Cristo  Ranches.  Midway  between  Denver  and  Albu- 
querque. Where  the  Kit  Carson  Trail  meets  the  Navajo  Trail  in 
beautiful  southern  Colorado. 

Big  country.  Wide  open  spaces.  Majestic  mountains  surrounding 
green  hillsides  of  the  sleepy  San  Luis  Valley.  Rugged,  yet  serene. 
Crisp,  clean  air,  scented  with  sagebrush  and  pine. 

You  can  own  land  here.  Leg-stretching,  five-acre  minimums. 
Land  for  ranches.  For  vacations.  Retirement.  For  settling  down 
and  getting  away  from  it  all.  For  long  term  investment.  To  leave  to 
your  kids  and  for  them  to  leave  to  theirs. 

This  is  good  land.  Land  you  can  see  for  yourself.  Land  you  can 
stand  on  and  dig  into.  It's  a  subdivision  of  the  gigantic,  260  square 
mile  Forbes  Trinchera  Ranch.  Forbes  Inc.,  publishers  of  Forbes 
Magazine  and  owners  of  Sangre  de  Cristo  Ranches  Inc.  acquired 
the  Trinchera  Ranch  some  years  ago.  One  of  the  oldest  of  the 
remaining  big  ranches  in  America,  it  ranks  among  the  best  known 
preserves  for  deer,  elk,  game  birds  and  other  wildlife. 

Located  near  the  intersection  of  U.S.  Route  160  and  Colorado 
Highway  159  just  outside  Fort  Garland,  Colorado,  Sangre  de  Cristo 
Ranches  are  spread  over  thousands  of  rolling  acres  which  rise  to 
the  towering  mountain  peaks  of  the  Trinchera  and  Mount  Blanca. 

Since  Forbes  Inc.  began  offering  this  section  of  its  big  ranch  for 
homesites,  thousands  of  people  have  come  from  all  over  the  nation 
to  see  this  magnificent  land,  to  purchase  their  own  Sangre  de  Cristo 
Ranch. 

Important  guarantees  backed  by  Forbes  Magazine's  distinguished 
reputation  have  contributed  much  to  the  Sangre  de  Cristo  success 
story.  Every  investor  is  double  protected:  he  has  twelve-  months 
after  his  first  payment  during  which  he  can— and  is  urged— to  visit 
his  ranch.  And  if  it  doesn't  fully  meet  expectations,  he  can  have 
all  payments  promptly  refunded.  Or  if  he  simply  changes  his  mind 


within  sixty  days  of  making  his  first  payment,  his  money  will  be 
returned  promptly. 

You  can  own  part  of  this  breathtaking  land  for  just  $5,000  total 
cash  price.  Easy  credit  terms  are  available.  Also,  other  Sangre  de 
Cristo  ranch  sites  are  available  at  prices  ranging  from  $5,000  to 
$18,000.  This  offer  presents  a  wonderful  opportunity  for  long  term 
investment  in  the  great  southwest. 

For  complete  details  on  these  ranches,  without  obligation,  simply 
fill  in  and  mail  the  coupon  below  to  Sangre  de  Cristo  Ranches, 
Box  2000,  New  York,  N.Y.  10011. 

Sangre  de  Cristo  Ranches  Inc..  is  a  duly  registered  subdivision  developer  in  and 
under  the  laws  of  the  State  of  Colorado.  This  registration  is  not  to  be  construed  to 
imply  state  endorsement  of  the  subdivision. 


Sangre  de  Cristo  Ranches  Inc. 

DIVISION  OF  FORBES  MAGAZINE 

Box  2000,  Old  Chelsea  Station,  New  York,  N.Y.  10011 

Without  obligation,  please  send  me  FREE,  more 
information  on  the  Sangre  de  Cristo  Ranches. 


Name. 


Address_ 


City_ 


"State. 


-Zip. 


Telephone 

Price  Range:  Q  $5,000  D  $7,500  Q  $9,000 

A  statement  and  offering  statement  has  been  filed  with  the  Department  of  SJate  of 
the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease 
or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof  or  that 
the  Department  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering. 
A  copy  of  the  offering  statement  is  available,  upon  request,  from  the  subdivider. 
NYA  73-975  Not  available  to  residents  of  states  where  prohibited  by  law. 
A660  AD  6609(b) 


Obtain  HUD  property  report  from  developer 
approves  the  merit  of  the  offering  nor  the 


and  read  it  before  signing  anything.  HUD  neither 
value  of  the  property  as  an  investment,  if  any. 


^\^re  making  hour  business 

to  g^t  more  wliere  this  came  from. 


As  the  energy  crisis  grows, 
petroleum  companies  are  trying 
to  get  more  oil  out  of  the  ground, 
out  of  the  sea.  Along  the  way, 
they'll  make  investments  of 
billions  of  dollars  in  the  next  two 
years  alone. 

And  TRW  will  be  right 
there  helping  them,  growing 
with  them,  all  over  the  world. 

Our  submergible  electri- 
cally driven  pump,  for  example, 
is  used  in  both  offshore  and 
onshore  petroleum  production. 
It  is  almost  essential  for  econom- 
ical production  in  secondary 
and  tertiary  recovery  of  crude 
from  existing  fields. 

TRW's  submergible 
pumping  systems  were  the  key 


elements  in  one  of  the  largest 
Soviet  Union  industrial  orders 
placed  in  the  United  States  in  25 
years:  in  excess  of  $20  million, 
with  options  for  major  additional 
purchases.  TRW  equipment  is 
busily  pumping  oil  in  North 
America,  the  Middle  East,  South 
America,  Southeast  Asia,  Africa, 
the  North  Sea  —  in  fact,  wherever 
oil  is  found. 

TRW's  business  role  in 
the  energy  crisis  doesn't  stop  with 
additional  petroleum  production. 
Electricity  and  gas  producers  are 
also  trying  to  create  more  power 
and  to  manage  and  distribute  it 
more  efficiently. 

TRW's  computerized 
electric  utility  control  systems 
are  helping  many  major  producers 
here  and  abroad  increase  power 
reliability,  and  decrease  chances 
for  power  failures.  These  systems 
interface  power  grids  over  large 
geographical  areas  to  make  instant 


decisions  for  switching  power 
distribution. 

Summing  it  up:  TRW  has 
dozens  of  ways  to  help  energy  pro- 
ducers and  distributors  around  the 
world  close  the  growing  energy  gap. 

And  helping  energy  pro- 
ducers is  only  one  of  the  many 
ways  TRW  has  of  growing. 

In  energy,  in  information 
handling,  in  transportation  and 
in  communications. 

For  our  latest  financial 
statement,  write  to  Communi- 
cations Services,  Dept.  FB, 
TRW  Inc.,  23555  Euclid  Avenue, 
Cleveland,  Ohio  44117. 


The  Funds 


One  lUan^s  Panic. •• 


"I'm  sorry  to  hear  that  you're  writing 
about  toll  road  bonds,"  says  Norman 
Schvey,  vice  president  of  Merrill 
Lynch,  Pierce,  Fenner  &  Smith,  and 
manager  of  Merrill's  $1.2  billion  worth 
of  closed-end  tax-exempt  bond  funds. 
"We  were  hoping  to  steal  some  for 
our  bond  funds.  But  if  you're  going  to 
come  out  with  the  true  facts  on  them, 
people  might  realize  that  they 
shouldn't  commit  suicide  because  they 
have  toU  road  bonds." 

Toll  road  bonds?  With  the  gasoline 
crisis?  Isn't  there  the  dangerous  pos- 
sibility that  revenues  might  drop  ofiF 
so  sharply  that  interest  payments 
might  not  be  met? 

"None  whatsoever,"  says  Jerry  Tripp 
of  Tripp  &  Co.,  one  of  the  pioneers 
in  underwriting  toll  road  bonds  since 
World  War  II.  "They  are  covered 
eight  ways  to  Sunday." 

Tripp  says  flatly  that  the  gasoline 
shortage  is  not  going  to  drive  any  of 
the  major  toll  authorities  into  default 
—except  for  those  already  behind,  like 
the  West  Virginia  Turnpike.  "Nobody 
knows  what  the  impact  of  gasoline 
rationing  might  be,"  Tripp  says.  "But 
no  matter  what  the  impact  is,  it  can- 
not hurt  the  toll  roads,  even  if  they 


lose  50%  of  their  net  revenues." 

To  prove  his  point,  Tripp  put  to- 
gether a  table  that  showed  that  most 
roads  could  lose  between  50%  and 
90%  of  their  net  revenues  and  still 
meet  their  interest  payments  {see  ta- 
ble ) .  "If  revenues  go  down  more  than 
50%,"  he  says,  "we  might  as  well  all 
go  to  the  Caribbean.  There  will  be 
no  economy  left."  In  addition  to  the 
excess  coverage,  all  the  authorities 
have  debt  service  reserves  that  usu- 
ally equal  two  years  of  interest  re- 
quirements. They  also  have  large 
maintenance  reserves  that  would  first 
be  applied  to  interest  payments.  Be- 
sides all  that,  the  tolls  could  be,  and 
probably  would  be,  raised. 

So  it  would  appear  that  toll  roads 
are  not  at  all  vulnerable  to  a  reduc- 
tion in  traffic.  Yet  the  market  for  toll 
road  bonds  is  slumping.  There  has  not 
been  a  great  deal  of  volume,  but  some 
bond  prices  have  dropped  around 
seven  points  in  the  last  month.  For 
toll  road  bonds,  that's  quite  a  drop. 

Who's  selling?  The  consensus  seems 
to  be  that  it  is  the  individual  hold- 
er. "You've  got  a  psychological  prob- 
lem," says  a  bank  trust  oflBcer.  "An 
awful  lot  of  these  bonds  were  put  in 
individual  hands.  These  are  the  peo- 
ple who  are  worried.  Particularly  the 
guy  in  Maine  and  Florida,  where  the 


traflRc  is  primarily  recreational.  He 
says  to  himself:  'Gee,  no  one  is  going 
to  use  my  turnpike,  so  I'd  better  sell.'  " 

"Bondholders,"  Tripp  says,  "read 
this  crap  every  day  in  the  paper.  The 
barrage  of  headlines.  So  they  think, 
I'd  better  get  out.'  They've  taken  a 
beating  in  stocks,  they  don't  want  to 
take  a  beating  in  these."  He  also  feels 
that  uninformed  dealers  fan  the  flames 
of  panic  by  advising  quick  sale. 

"The  market  is  pretty  thin,"  says 
Tripp.  "If  everybody's  a  seller,  the 
buyers  duck  away.  People  are  ner- 
vous and  they  aren't  stepping  in.  The 
institutions  aren't  going  to  buy  $10 
miUion  in  bonds  and  watch  them  drop 
five  points." 

The  lack  of  interest  forces  the  price 
further  down.  "You  don't  need  peo- 
ple to  sell,"  says  Schvey.  "All  they 
have  to  do  is  not  buy  and  the  price 
will  go  down— a  lot."  In  Schvey's  opin- 
ion the  really  significant  thing  is  not 
the  drop  in  price  but  the  spread  in 
the  market  (the  difference  between 
what  is  asked  and  what  is  bid).  "Or- 
dinarily," says  Schvey,  "a  bond  like 
this  will  generally  have  a  spread  of  a 
half  to  three-quarters  of  a  point. 
Here  the  bids  are  no  good.  You  can't 
be  sure  if  they  are  there." 

As  prices  drop,  of  course,  yields 
begin  to  rise  and,  provided  the  fun- 


Turnpike  Authority 

Bonds 

Outstanding 

(million) 

Annual 
Current 

Net 
Revenue* 
(million) 

Annual 
interest 

On  Debt 
Outstanding 

(million) 

Debt 
Service 
Reserve 
(million) 

Recent 

Price 

(Bid-Asked) 

Coupon 
Rate 

Current 
Yieldt 

Delaware  Turnpike 

$  40.85 

$  6.06 

$  2.18 

$  4.64 

84V2-86V2 

4V8% 

4.9% 

Florida  Turnpike 

241.04 

36.34 

14.15 

28.94 

83 '72 -85  V2 

4% 

5.7 

Illinois  Turnpike 

405.05 

45.19 

19.88 

41.42 

77-79 

33/4 

4.9 

Indiana  Toll  Road 

183.30 

19.62 

6.42 

13.62 

76V2-78V2 

3y2 

4.6 

Kansas  Turnpike 

109.90 

12.89 

3.71 

7.85 

76-78 

33/8 

4.4 

Kennedy  Turnpike  (Md.) 

48.53 

13.11* 

2.00 

4.05 

94V2-96V2 

4V8 

4.4 

Maine  Turnpike 

44.96 

11.19* 

1.80 

3.61 

81-83 

4 

4.9 

Mass.  Turnpike  (Initial) 

179.18 

22.15 

6.17 

13.17 

76V2-78V2 

3.30 

4.3 

Mass.  Boston  Ext.,  Series  A 

138.00 

11.56 

6.33 

7.94 

82-84 

43/4 

5.8 

New  jersey  Expressway 

50.24 

4.19 

2.36 

4.94 

— 

43/4 

— 

N.J.  Garden  State  Pkway 

341.78 

38.16 

13.00 

23.12 

104-106 

6V2 

6.3 

New  Jersey  Turnpike 

885.12 

54.78 

46.86 

31.33 

82-84 

43/4 

5.8 

N.Y.  State  Thruway 

762.27tt 

64.07* 

23.26 

22.59 

65V2-67V2 

3.10 

4.6 

Ohio  Turnpike 

139.90 

32.96 

4.55 

10.00 

87V2-89V2 

3V4 

3.7 

Oklahoma  Turnpike,  Series  A 

144.00 

14.96 

6.89 

6.89 

79-81 

4.70 

5.9 

Pennsylvania  Turnpike 

152.51 

49.20 

4.96 

10.00 

81-83 

3.10 

3.8 

Texas  (Dallas  North  Tollway) 

31.88 

2.64 

1.28 

1.30 

81-83 

4 

4.9 

West  Virginia  Turnpike** 

133.00 

7.77 

5.13 

— 

73-76 

33/4 

5.1 

Source:  Tripp  &  Co.,  N.Y.C.         *  12  monthj  ended  9/30/73  except  as  Indicoted.         t   Percentoge 
since  June  1,   1958.         ft  $500  million  Is  state-guaranteed  and,  therefore,   subordinated  to  regular 

of   bid   price, 
bonds. 

|12   months   endec 

i   8/31/73. 

**    In  defoult 
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damental  financial  situation  is  sound 
(as  Tripp  claims  is  the  case  with 
these  bonds ) ,  the  bonds  become  more 
enticing.  "The  institutions  aren't  ready 
to  buy  yet,"  says  Tripp,  "but  some- 
where along  here  they  will  be.  With 
prices  down  and  yields  up,  there  are 
starting  to  be  some  very  attractive 
purchases.  Pretty  soon  the  boys  will 
perk  up  their  ears  and  start  buying." 

Some  institutions  are  holding  back, 
not  because  they  are  nervous  but  be- 
cause they  expect  that  individuals 
will  sell  more  bonds  at  fire-sale  prices 
as  the  news  of  reduced  auto  traflBc 
starts  coming  in.  "I'm  considering  the 
possibility  of  buying,"  says  a  trust  of- 
ficer who  already  has  several  million 
dollars  worth  of  toll  road  bonds,  "but 
the  market  still  has  a  way  to  go.  Be- 
cause of  the  psychological  impact, 
prices  may  fall  lower." 

Some  may  be  helping  the  slide 
along.  "A  professional's  job  is  to  take 
advantage  of  the  market  and  other 
people's  concerns,"  says  Edwin  Buelt- 
man  of  Halsey  Stuart  Inc.  (a  part  of 
Bache  &  Co.).  "Some  of  them  may 
even  be  shorting  turnpike  bonds." 

Why  Wait? 

But  the  Merrill  Lynch  bond  funds 
are  not  waiting  for  the  panic  to  hit 
bottom.  "We're  buying  right  now," 
says  Schvey,  who  already  has  $67  mil- 
lion in  toll  road  revenue  bonds.  "I  can- 
not judge  emotions  that  closely.  If  the 
yield  goes  up  further,  we'll  buy  more 
later."  Schvey  must  be  particularly 
careful  of  what  he  buys,  as  the  pro- 
ceeds of  any  bond  he  sells  must  be 
returned  to  the  holders  of  the  fund 
rather  than  be  reinvested  in  other 
bonds— which  means  he  will  tend  to 
hold  to  maturity.  The  fact  that  he  is 
buying  toll  road  bonds  now  is  there- 
fore all  the  more  significant. 

Of  course,  not  all  bonds  are  equal- 
ly good.  "I  would  in  no  way  general- 
ize," says  Schvey.  "I  would  look  at 
each  one  separately."  Understandably, 
he  is  reluctant  to  expand  on  which 
bonds  he  is  buying.  "We're  buying 
anything  that  looks  attractive,"  he  says 
with  a  laugh.  Nevertheless,  it  is  clear 
that  a  senior  lien  bond,  which  has  first 
claim  on  revenues,  is  likely  to  be  more 
attractive  than  a  junior  lien  bond  of  the 
same  authority  that  has  a  lesser  claim. 
Roads  that  have  significant  nontoll 
competition  may  be  more  vulnerable, 
as  may  be  roads  primarily  used  for 
recreational  traffic. 

Merrill  Lynch's  Schvey  is  convinced 
that  one  man's  panic  is  another  man's 
opportunity.  ■ 


A  mutual  fund  is  a  Christmas  present  with  a  future.  And  a  Scudder 
no-load  fund  is  one  without  a  sales  charge.  The  full  amount  of  your  gift 
dollar  is  used  to  purchase  shares.  So  what  you  give  is  what  they  get.  We 
have  three  no-load  funds  with  different  investment  objectives  for  almost 
everybody  on  your  list.  From  your  maiden  aunt  to  your  long-haired  son. 
Send  us  the  coupon,  we'll  tell  you  about  our  funds.  Then  when  your 
family  tries  to  guess  what  they're  getting,  give  them  a  stock  answer. 

""SCUDDER 

SCUDC3ER.  STEVENS  8.  aARK  INVESTMENT  COUh6EL 

Scudder  Fund  Distributors,  Inc. 

Dept.  55C,  10  Post  Office  Square,  Boston,  Mass.  02109 

Please  send  me  a  free  prospectus  for  the  following: 

□  Scudder,  Stevens  &  Clark  Balanced  Fund. 

This  fund  seeks  conservation  of  principal,  regular  dividend  income  and 
long-term  growth  through  a  "balanced"  portfolio  of  high-quality  stocks 
and  bonds.  Minimum  initial  investment  $500. 

□  Scudder,  Stevens  &  Clark  Common  Stock  Fund. 

A  diversified  portfolio  of  good  quality  common  stocks  selected  for  long- 
term  appreciation  opportunity.  Minimum  initial  investment  $500. 

□  Scudder  Special  Fund  (For  big  givers.) 

A  portfolio  which  emphasizes  securities  of  above-average  risk,  with  the 
objective  of  above-average  capital  appreciation.  Minimum  initial 
investment  $5,000. 

Name 

Address  . 

City 


-  State - 


-Zip- 


J 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 


FUND, 


INC. 


Objective:  Capital  Appreciation.  The 

Fund  will  seek  capital  growth  in  any 
industry  but  it  believes  opportunities 
are  especially  promising  in  companies 
engaged  in;  Real  Estate  •  Natural 
Resources  Development  •  Scientific 
and  Technological  Research  and 
Development  •  Consumer  Services 

NO  SALES  CHARGE 

Mail  coupon  for  free  prospectus 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  547-2136 

Name 


Address. 
City 


.State. 


Zip  Code. 


•    ••••••• 


NO  LOAD 
NO  SALES 
COMMISSION 
NO  REDEMPTION 
FEES 


a  no-load  mutual  fund 
founded  in  1955 


'  Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 


j  Energy  Fund  Dept.F 

120  Broadway,  N.Y.C.  10005  (212)  233-5900 

I 
I 
I 


Please  send  free  prospectus  and  other  material. 

Name 

Address __^ 

City 


.State- 


-2ip- 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


10,500,000  Shares 

The  Southern  Company 

Common  Stock 

(Par  Value  $5  Per  Share) 


Price  $14,875  Per  Share 


November  29, 1973 


Copies  of  the  Proapectus  may  be  obtained  in  any  State  from 
only  such  of  the  several  underwriters,  including  the  under- 
signed, as  may  lawfully  offer  these  securities  in  such  State. 


E.  E  Hutton  &  Company  Inc. 


L.  E  Rothschild  &  Co. 


Weeden  &  Co. 

IncorpormUd 


Hayden  Stone  Inc. 
SoGen-Swiss  International  Corporation 

Advest  Co.  American  Securities  Corporation 

E  S.  Moseley,  Estabrook  Inc. 


r 
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1973 


Composed  of  the  (ollowing: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
{Oepf.  of  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  (Dept.  of 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Depf.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  (aid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market 
Comment 


A  Time 
Of  Values 


By  L  0.  Hooper 


We  all  know  what  is  happening 
in  the  stock  market,  but  what 
we  would  hke  to  know  now  is  what 
the  aftermath  will  be  later  this  winter. 
Some  younger  people,  and  not  a 
few  journalists,  have  been  comparing 
this  market  break  with  1929.  As  one 
who  went  through  1929,  I  would  like 
to  say  with  -all  the  emphasis  I  can 
command  that  the  months  of  Octo- 
ber and  November  1973  in  the  stock 
market  were  as  much  like  October 
and  November  of  1929  as  a  zephyr 
is  like  a  hurricane.  In  December  of 
1929  and  in  the  first  quarter  of  1930, 
there  was  a  tremendous  snapback 
rally.  I  shall  be  surprised  if  we  have 
a  similar  rally* in  the  next  three  and 
a  half  months.  I  expect  a  passing 
technical  recovery,  of  course,  but  I 
think  the  continued,  and  deepening, 
energy  crisis  will  be  a  retarding  fac- 
tor.  I  think  it  will  prevent  any  sus- 
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tained  enthusiasm  in  the  near  future. 
Indeed,  I  question  whether  the  No- 
vember lows,  or  the  lows  made  early 
in  December,  will  be  the  final  bottoms 
either  in  the  DJI  or  in  many  individ- 
ual stocks.  It  is  too  early  to  speculate 
on  the  exact  bottoms,  but  I  suspect 
somewhere  between  700  and  750 
would  be  a  good  guess. 

At  this  point  I  would  add  that 
shrewd  investors  will  be  buying— not 
selling— good  stocks  on  weakness  in 
the  first  quarter.  The  values  for  the 
longer  puU  will  be  excellent.  For  in- 
stance, stocks  like  General  Motors, 
Ford,  Chrysler,  Eaton  and  Arvin  In- 
dustries, in  my  opinion,  are  already 
cheap.  I  suspect,  however,  that  they 
may  get  even  cheaper.  All  these  com- 
panies next  year  are  headed  into 
much  lower  earnings.  To  buy  them, 
you  must  think  in  terms  of  more  nor- 
mal times,  not  in  terms  of  early  1974. 

The  usual  aftermath  of  a  price  spill 
like  this,  especially  if  it  is  based  on 


earnings  fundamentals  as  this  one 
seems  to  be,  is  a  period  of  investor 
indifference  about  stocks.  Unless  some- 
thing unexpected  occurs,  I  expect  the 
brokerage  business  in  the  first  quarter 
of  next  year  to  be  slow. 

Every  year  at  about  this  time  I 
like  to  point  out  that  often  the  be- 
havior of  the  stock  market  in  January 
provides  an  excellent  forecast.  If  the 
January  bottom  is  well  below  the  De- 
cember bottom,  a  falling  market  usu- 
ally follows  in  the  succeeding  months; 
if  the  January  top  is  well  above  the 
December  top,  a  rising  market  at 
least  into  the  second  quarter  is  prob- 
able. This  sequence  does  not  always 
work,  but  it  works  often  enough  to 
deserve  attention. 

If  the  market  is  logical  (which  is 
not  always  the  case),  the  most  pop- 
ular stocks  should  be  those  which 
represent  companies  able  to  supply 
additional  sources  of  energy  imme- 
diately, such  as  the  big  petroleum 
companies  and  those  coal  companies 
which  can  increase  tonnage.  Next 
should  be  the  shares  of  companies 
engaged  in  the  producing  of  machin- 
ery and  devices  needed  to  increase 
energy  production  via  new  oil  wells, 
new  coal  mines  and  new  sources  of 
nuclear  power,  A  third  category  which 
should  be  popular  is  the  long  list  of 
companies  engaged  in  developing  la- 
tent sources  of  energy  in  the  form  of 
oil,  gas,  coal  and  nuclear  materials. 
In  most  instances  such  companies  can- 
not  supply   much   additional   energy 
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Public  Service  Electric  and  Gas  Company 

QUARTERLY  DIVIDENDS 

The   Board   of   Directors   has   de 
dared  the  following  dividends  fo 
the  quarter  ending  December  31 
1973: 

Dividend 
Class  of  Stock  Per  Share 

Common 

$  .43 

$1.40  Dividend 
Preference  Common 

Cumulative  Preferred 
4.08%  Series 

$   .35 
$1.02 

All  dividends  are  payable  on  or 
before    December   31,   1973   to 
stockholders  of  record  November 
30,  1973. 

4.18%  Series 
4.30%  Series 
5.05%  Series 

1.045 
1.075 
1.2625 

(VIALCOLM  CARRII^GTON,  JR. 
Vice  President  and  Secretary 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

j^^JVf^ 

7.80%  Series 

1.95 

W       ^ 

8.08%  Series 

2.02 

^yiv^ 

9.62%  Series 

2.405 
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immediately,  but  in  a  year  or  two 
(longer  for  nuclear  stuff)  their  pro- 
duction and  earnings  should  be  in- 
creasing rapidly. 

The  cloud  over  the  oils,  of  course, 
is  that  very  much  higher  prices  for 
everything  made  from  petroleum 
may  lead  to  antiprofits  legislation  and 
regulation.  Almost  everyone  who  has 
to.  buy  oil  or  any  of  its  derivatives 
wiQ  unjustly  blame  the  oil  companies 
for  his  troubles. 

How  long  will  this  oil  shortage 
last?  Certainly  all  winter,  and  prob- 
ably all  next  summer.  Even  if  the 
Arabs  relent  and  resume  shipments, 
there  won't  be  enough  oil— because 
we  were  skating  on  thin  ice  even  be- 
fore the  Mideast  War.  The  result 
is  that  industry  in  the  aggregate 
(there  will  be  some  exceptions,  of 
course)  is  sure  to  have  lower  earn- 
ings in  1974  than  in  1973. 

What  Is  "Cheap"? 

Since  1932  there  have  not  been  so 
many  stocks,  shares  of  solvent  compa- 
nies, selling  at  less  than  $5  a  share. 
In  most  cases,  these  very  low  per- 
share  prices  are  due  to  excessive  cap- 
italization, just  too  many  shares  is- 
sued. How  did  this  come  about?  Too 
many  spUts  and  stock  dividends;  too 
many  companies  which  went  public 
in  the  late  1960s  on  the  basis  of  ab- 
surd market  valuations.  To  tell 
whether  a  low-priced  stock  is  cheap 
or  not,  multiply  the  number  of  shares 
issued  by  the  price  and  decide 
whether  you  would  pay  that  sum  for 
the  company  if  its  shares  were  not 
traded  and  you  had  the  money  to 
buy  it.  This  process  will  tone  down 
enthusiasm  regarding  many  of  the 
low-priced  equities. 

I'm  sure  this  column  will  sound 
beari.sh  to  many.  It  is  not  intended 
to  be  bullish  for  the  intermediate  pull. 
It  has  to  be  realistic.  At  the  same 
time,  I  want  every  reader  to  know 
that  I  am  much  aLve  to  the  fact  that 
stocks  are  getting  to  be  better  val- 
ues than  they  have  been  for  years, 
and  that  we  are  headed  into  a  buying 
opportunity  rather  than  into  disaster. 
From  now  on  I  expect  to  be  able  to 
suggest  the  purcha.se  of  specific 
st(K'ks  for  less  than  they  are  worth- 
and  the  lower  they  go  the  better 
the  values. 

More  than  ever,  I  amnsci  against 
buying  the  high-multiple  growth 
stocks.  The  really  gcKxl  values  an*  in 
the  much  neglected  cyclicals.  Among 
the  stocks  which  I  think  are  cheap 
enough  to  buy  now  are  Canadian  Pa- 
cific (17),  Norfolk  &  Western  (65). 
Westinghotm'  Electric  (32),  Bahcock 
&  Wilcox  (30).  Amerada  Hess  (31), 
Standard  Oil  of  California  (56)  and 
Exxon  (87).  ■ 
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Stock 
Analysis 


Question  The  P/Es 


By  Heinz  H.  Biel 


Some  months  ago  the  major  news- 
papers began  to  include  the  so-called 
P/E  ratio  in  their  stock  tables.  As 
everyone  has  learned  by  now,  these 
ratios  relate  the  current  price  of  a 
common  stock  to  reported  earnings 
per  share  for  the  most  recent  12- 
month  period.  The  purpose  of  show- 
ing such  information  was  to  give  the 
investor  a  quick  indication  of  the 
multiple  at  which  a  stock  was  selling 
at  the  time.  Those  famous  one-deci- 
sion stocks  with  their  often  astronomi- 
cal P/Es  stuck  out  like  sore  thumbs, 
of  course,  and  so  did  the  "bargains." 

Although  nonprofessional  investors 
had  been  warned  that  per-share  earn- 
ings as  reported  by  the  companies 
should  be  taken  with  some  reserva- 
tions, that  they  did  not  always  tell  the 
truth,  or  at  least  not  the  whole  truth, 
I  believe  that  publishing  the  P/Es 
did  serve  a  generally  useful  purpose. 
At  this  point  in  time,  however,  it 
would  be  wise  not  to  read  too  much 
into  them.  They  may  be  terribly 
misleading. 

The  latest  12-month  period  cur- 
rently being  used  in  most  cases  ended 
Sept.  30.  In  retrospect  that  was  the 
good  old  days,  although  it  didn't  al- 
ways seem  that  way  at  the  time.  Hun- 
dreds of  stocks  listed  on  the  exchanges 
now  have  P/Es  of  5  or  less,  but  to 
assume  that,  say,  Chrysler  will  again 
earn  over  $5  a  share  in  the  12  months 
to  Sept.  30,  1974  would  be  sheer 
folly,  just  as  it  would  be  to  expect 
General  Motors  again  to  pay  $5.25  a 
share  next  year  for  an  11%  yield. 

The  stock  market  took  a  merciless 
beating  last  month.  Much  of  the  sell- 
ing was  indiscriminate,  with  httle  re- 
gard for  the  possible  eflFect  of  the  en- 
ergy crisis  on  various  industries  or 
specific  companies.  When  people  are 
worried  and  very  uncertain  of  what 
may  be  in  store  in  the  months  ahead, 
they  just  want  to  get  out  of  stocks,  or 
at  least  become  more  hquid.  They 
found  out  that  this  isn't  so  easy,  ex- 
cept at  sacrifice  prices. 

It  is  understandable  that  Polaroid 
is  falling  out  of  bed  because  of  rumors 
that  some  essential  chemicals  might 
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no  longer  be  available.  But  why 
should  the  bottom  drop  out  of  Pepsi- 
Co? Or  General  Telephone  or  RCA? 
It  is  pointless  to  try  to  rationalize 
such  moves. 

Although  Watergate  is  no  longer  a 
major  factor  in  the  stock  market,  at 
least  in  my  opinion,  the  aftereffects 
linger  on.  Credibility  is  at  the  lowest 
point  in  my  memory.  Hardly  anyone 
has  much  trust  in  anything  that 
comes  out  of  Washington.  And  that, 
by  the  way,  goes  for,  industry  too. 
Many  statements,  whether  they  come 
from  the  oil  industry  or  others,  are 
suspected  of  being  self-serving.  Most 
of  us  cannot  get  at  the  facts. 

The  Arab-Israeli  peace  talks  cannot 
get  seriously  under  way  for  another 
month  or  so,  and  they'll  probably 
drag  on  and  on.  Will  the  Arabs  relent 
on  their  oil  squeeze  while  the  peace 
conference  is  in  session  or  will  they 
intensify  the  pressure?  Is  there  any 
way  for  retaliation  without  running 
an  incredible  risk? 

And  then  there  is  another  set  of 
unanswerable  questions.  Will  present 
efforts  to  reduce  energy  consumption 
be  suflficient  to  bring  supply  and  de- 
mand into  balance?  How  cold  will  it 
be  this  winter?  If  there  isn't  enough 
oil  for  all,  who  is  to  enjoy  priorities? 
Are  there  any  worthwhile  studies  on 
the  cumulative  effect  on  employment 
if  some  less  essential  industries,  like 
tourism  for  instance,  are  paralyzed? 

The  New  Game 

In  the  past  it  was  the  task  of  se- 
curity analysts  to  evaluate  the  out- 
look of  certain  industries  and  individ- 
ual companies  and  then  come  up 
with  estimates  and  projections  of 
earnings  for  the  year,  and  possibly 
years,  ahead.  This  is  still  being  done, 
of  course,  but  the  margin  of  potential 
error  has  widened  so  much  that  many 
forecasts  are  little  better  than  guesses. 
However,  in  its  present  mood  the 
stock  market  doesn't  seem  to  give  a 
hoot  what  earnings  will  be  for  any 
particular  company,  unless  it  belongs 
to  the  select  circle  of  industries  which 
Wall  Street  presumes  to  be  benefi- 
ciaries of  the  crisis.  This  has  become 
the  only  game  in  town. 


The  domestic  oils,  with  Phillips  in 
the  lead,  seemed  to  be  an  obvious 
choice,  lifting  that  company's  P/E 
to  26,  as  compared  with  6  for  most  of 
the  internationals.  The  coal  stocks  had 
a  flurry,  but  then  people  found  out 
that  this  is  no  easy  way  to  quick 
riches.  The  coal  is  there,  but  where 
are  the  willing  miners?  Nevertheless, 
companies  which  make  coal  mining 
machinery,  for  strip-mining  as  well 
as  underground,  have  been  doing  very 
nicely,  specifically  Bucyrus-Erie  and 
Joy.  Both  stocks  are  close  to  their 
highs  of  the  year. 

Companies  serving  the  oil  industry 
in  one  way  or  another  have  been  in- 
stitutional darlings  for  some  time,  par- 
ticularly such  blue  chips  as  Hallibur- 
ton and  Schlumberger,  whose  multi- 
ples remind  one  of  the  happy  days 
of  Avon  Products,  Disney  and  all  the 
other  favorites  of  Morgan  Guaranty. 
Hughes  Tool,  which  became  publicly 
owned  only  a  year  ago,  has  more  than 
doubled  in  price.  Williams  Cos.,  a 
kind  of  conglomerate,  is  expected  to 
play  an  important  part  in  the  con- 
struction of  the  Alaska  pipeline.  It  is 
also  a  major  producer  of  fertilizers 
and  is  enjoying  the  best  of  two  worlds. 
No  wonder  the  stock  is  near  its  all- 
time  high. 

The  expectation  that  many  nuclear 
power  plants  will  be  built  in  the  years 
ahead  has  revived  interest  in  this  area, 
with  Kerr-McGee  being  in  a  par- 
ticularly favorable  position.  It  is  not 
surprising  that  the  stock  rose  to  a 
new  alltime  peak  last  month  while 
the  rest  of  the  market  collapsed.  The 
same  goes  for  Combustion  Engineer- 
ing. Even  Babcock  ir  Wilcox,  despite 
its  mediocre  record  in  recent  years, 
has  now  become  a  top  performer. 

The  big  money  managers  are  talk- 
ing about  the  impending  capital 
spending  boom,  and  now  they  have 
discovered  and  fallen  in  love  with  such 
cyclical  stocks  as  Ingersoll-Rand  and 
Pullman.  A  year  or  so  ago  the  cyclicals 
were  taboo.  Most  people  are  familiar 
only  with  the  investment  banking  di- 
vision of  Stone  ir  Webster,  and  for 
many  years  no  one  paid  much  atten- 
tion to  the  stock.  But  when  it  was 
realized  that  its  engineering  division 
had  an  order  backlog  to  last  into  the 
infinite  future,  the  price  of  Stone  & 
Webster  soared  from  37  in  Septem- 
ber to  over  80  two  months  later. 

Perhaps  this  new  game  of  search- 
ing for  crisis  beneficiaries  is  more  than 
just  another  fad,  but  investors  should 
be  careful  when  participating  in  a 
field  now  dominated  by  the  gunsling- 
ers  of  yesterday.  Just  remember  what 
has  happened  to  the  semiconductor 
stocks,  the  limelight  stocks  as  recently 
as  last  October.  Similar  exaggerations 
are  now  in  the  making.  ■ 
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Technician's 
Perspective 


Implications 
Of  Panic 


ByJohnW.SchuIz 


Stock  makket  .panics,  I  need  not  tell 
you,  are  murder.  But  they  have  their 
uses,  too:  They  are  landmarks  which 
can  be  valuable  precisely  because 
they  are,  thank  goodness,  quite  rare. 
True,  while  the  selling  stampede  thun- 
ders past,  or  over,  you,  it's  only  hu- 
man to  say  that  there's  simply  no  tell- 
ing when  "and  where  it  will  stop.  The 
temptation  to  credit  apocalyptic  opin- 
ions, to  beUeve  the  end  of  .the  world 
impends,  is  all  but  irresistible:.  After 
all-,  this  situation  is.  Avithout  prece-" 
dent,  so  there  is  no  way  of  .knowing 
Avhat  will  happen. 

Under  such  conditions,  it's  easy  to 
forget  some  basic  facts.  First,  no  one 
ever  knows  what  will  happen.  In  this 
respect',  a  stock  market  panic  is  no 
different  from  calmer  times;  it's  just 
that  things  are  happening  faster,  no- 
body .  dares  trust  his  judgment  and 
confusion  becomes  respectable.  .In- 
deed, as  one  wag  put  it  recently,  if 
you're  not  confused,  you  don't  under- 
stand the  situation.  But,  second,  the 
market  panics  this  generation  of  in- 
vestors has  lived  through  share  some 
distinct  characteristics,  some  appar- 
ent outer  limits,  even  though  in  each 
case  the  surrounding  circumstances 
looked  "unprecedented." 

For  example,  these  panics  seem  to 
burn  out  within  about  five  to  six 
weeks.  That  was  true  even  of  the 
1929  crash  phase,  and  no  less  true 
of  the  selling-cUmax  sequence  in  the 
spring  of  1970.  Just  why  that  should 
have  been  so,  I  really  don't  know. 
Perhaps  that's  just  about  how  long  it 
takes  for  stock  market  hysteria  to  cul- 
minate, for  investors  to  become  inured 
to  predictions  of  the  unthinkable,  to 
reassure  themselves  and  to  start  lis- 
tening to  more  moderate  assessments 
of  what  seems  to  be  a  hopeless 
situation. 

/Pleasured  Voices 

The  energy  panic  seemed  to  have 
reached  a  similar  point  late  last 
month.  Though  it  would  have  been  dif- 
ficult to  note  any  specific  easing  of  the 
underlying  tensions  and  problems,  in- 
vestors at  last  appeared  to  be  listen- 
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ing  to  a  few  lone  voices:  They  were 
heeding  people  who  I  thought  had 
probably  done  their  homework  and 
were  saying  that  the  Arab  oil  boycott 
was  likely  to  mean  more  discomfort 
than  economic  dislocation  for  this 
country,  rather  than  the  far  nlore 
nurtierous  major-recession  forecasts 
making  the  rounds  from  sources  that 
could  be  suspected  of  mainly  echoing 
others  seeking  refuge  in  easy  but  "re- 
spectable" worst-case  assumptions. 

.  In  a  more  strictiy  technical  sense, 
by  late  November  the  energy  panic 
had  generated  seven 'daily  selling-cli- 
max indications  in  'Tjreadth,"  one  few- 
er than  the  number  of  such  indica- 
tions registered  before  the  Dow  bot- 
tomed in  the  1970  panic.  (At  that 
time,  you  may  recall,  investors  feared 
the  iiievitability  of  multiple  corporate 
bankruptcies  and  a  consequent  gen- 
eral financial  collapse  leading  to  a  de- 
pression; in  retrospect,  I  think  things 
then  seemed  much  worse  than  a  cou- 
ple of  weeks  ago,  when  the  talk  was 
"only"  of  a  major  recession.)  Of 
course,  I  don't  know,  as  I  write  this, 
that  the  energy  panic  will  not  exceed 
the  dimensions  of  the  1970  stock  mar- 
ket crisis,  but  I  can  think  of  some 
reasons  why  it  might  not— indeed, 
should  not. 

Tecfinico/f/  Sfrong 

I  can  find  no  evidence  that  the 
September-October  buying  stampede 
made  any  significant  inroads  in  the 
stock  market's  basically  strong  techni- 
cal position  which  apparently  existed 
before  that  stampede  began.  Federal 
Reserve  Board  flow-of-fund  statistics 
for  the  third  quarter  indicate  no  in- 
crease in  the  rate  of  net  stock  buying 
by  institutional  investors  other  than 
mutual  funds.  One  can  suspect,  ac- 
cordingly, that  these  institutions  did 
a  lot  of  switching  from  high-multiple 
growth  favorites  into  lower-multiple, 
basic-industry  stocks.  More  recently, 
they  may  have  liquidated  a  substan- 
tial portion  of  these  new  acquisitions. 
In  that  case,  their  potential  surplus 
buying  power  may  be  no  smaller— 
possibly  a  good  deal  larger— than  last 
summer.  Much  the  same  can  perhaps 
be  said  of  the  mutual  funds.   Their 


fate  of  riet.portfoli©  stock  selling  di- 
minished in  the  third  qu^rtgr  and 
yielded  to  net  buying  during  Octo- 
ber; I  suspect  the  funds  were  net  sell- 
ers again  in  November,  in. which  case, 
they  went  into  December  with  a  per- 
haps extraordinarily  high  ratio  of  sur- 
plus cash. 

In  the  inargiri-accoant  sector,  the 
statistics  suggest  confin>*ed  net  sedling 
in  October,  bringing  the  reduction  in 
aggregate  debit  balances  to  over  $2.2. 
billion  since  the  end  of  1972.  On  the 
other  hand,  potential  buying  power 
here,  as  estimated  by  the  New  York 
Stock  Exchange,  was.  down  not  much 
moFC  than  $500  million,  at  almost  $8.6 
billion,  compared  with  an  estimated 
$6.7  biUion  at  the  end  of  the  1970 
panic  (and  with  less' than  $8.3  billion 
last  May,  when  the  number  of  stock 
exchange  issues  posting  new  1973 
lows  was  about  double  the  number 
recorded  at  the  lower  "average"  lows 
of  last  month^. 

Rebound? 

Only  one-  major  investment  sector 
appears  in  the  FRB  flow-of-funds 
data  as  having  aggressively  bought 
U.S.  common  stocks  on  balance  dur- 
ing the  third  quarter— foreign  inves- 
tors. They  bought  to  the  tune  of  $1 
billion.  With  foreign  doUar  holdings 
still  enormous,  I  doubt  that  this  in- 
vestment sector  has  to  be  regarded 
as  "overbought." 

Taking  these  several  factors  to- 
gether, I'm  willing  to  argue  that  the 
market's  underlying  technical  condi- 
tion was  probably  stronger  at  last 
month's  lows,  just  above  Dow  800, 
than  at  any  time  earlier  this  year  and 
quite  possibly  stronger  than  at  most 
panic  lows  in  modem  stock  market 
annals.  If  so,  it's  not  inconceivable 
that  this  year's  energy  panic  may  have 
ended  with  selling  pressures  in 
'Tareadth"  falling  somewhat  short  of 
matching  those  registered  during  the 
panic  which  brought  the  1969-70 
bear  market  to  a  close. 

Even  though  the  1973  panic  seemed 
to  be  resuming  early  this  month  fol-' 
lowing  the  late-November  rebound,  it 
is  worth  remembering  what  I  pointed 
out  in  the  preceding  column:  Price 
collapses  of  similar  character  and  di- 
mensions have  tended  to  foreshadow 
eventual  major-uptrend  recoveries. 
That  was  true  even  of  the  1929  crash, 
which  was  followed,  believe  it  or  not, 
by  an  advance  during  which  the  Dow 
rose  by  some  50%.  Needless  to  say, 
nothing  like  that  could,  by  any  stretch 
of  the  imagination,  be  expected  in 
the  present  situation.  However,  an 
initial  rebound  of  perhaps  as  much  as 
10%  to  15%  from  the  Dow's  final  pan- 
ic low  would  be  consistent  with  moir 
recent  experience.  ■ 
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What  do  you  know  about 
vour  stocks  riffht  nowZ 


Some  may  have  gone  up  in  price 
since  you  bought  them.  Should  you  hold 
them  for  further  gains  or  is  this  a  good 
time  to  take  your  profits?  Some  may  have 
gone  down.  Are  they  in  for  further  de- 
terioration or  major  recovery?  Some  may 
have  gone  "novjhere".  What  should  you 
do  about  them? 

What  about  the  earnings  prospects 
of  your  stocks?  And  what  about  the  latest 
changes  in  the  stock  market  as  a  whole? 
How  do  they  affect  your  particular 
holdings? 

Whether  your  source  of  investment 
guidance  is  an  advisory  service,  a  broker, 
or  your  own  investigation— the  chances 
are  that  you  knew  considerably  more 
about  your  stocks  at  the  time  of  pur- 
chase than  you  do  currently. 

This  is  not  as  it  should  be.  You  need 
to  be  kept  continually  up-to-date  on  your 
stocks,  so  that  your  decisions  to  continue 
holding,  to  buy  more,  or  to  sell  are  at 
least  as  well  founded  as  your  original 
decisions  to  buy.  This  applies  no  matter 
how  few  or  how  many  stocks  you  own. 

Value  Line  covers 
more  than  1550  stocks 

...  not  now-and-then  but  regularly 
and  systematically.  These  1550 — which 
encompass  virtually  all  active  stocks  on 
the  New  York  Exchange  plus  hundreds 
of  leading  issues  traded  on  the  American 
Stock  Exchange  and  Over-the-Counter— 
account  for  the  vast  preponderance  of 
the  dollar  value  of  all  shares  traded  in 
U.S.  securities  markets.  The  Value  Line 
can  bring  you  up-to-date  continually— 
and  keep  you  up-to-date  continually— on 
any  or  all  of  them  that  interest  you. 

Value  Line  rates  all 
1550  stocks  Every  Week 

...  In  our  24-page  weekly  Summary 
of  Advices.  Every  week,  with  the  aid  of 
high-speed  computers.  Value  Line  rates 
each  of  more  than  1550  stocks  for  its 
relative  (a)  Probable  Market  Perform- 
ance in  the  Next  12  Months,  and  (b)  In- 
vestment Safety. 

Here's  how  the  Performance  Ratings 
work: 

100  stocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2  (Above 

Average) 
750  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below 

Average) 

100  stocks  are  ranked  5  (Lowest) 

A  number  of  changes  in  ratings  do 

occur  from  one  week  to  the  next  as 

prices  change  and  earning  reports  are 

issued.  It  is  vital  that  you  know  about  any 


such  changes  in  the  stocks  of  interest  to 
you,  at  the  time  the  changes  occur.  And 
it  is  equally  important  to  know  when  your 
stocks  have  not  undergone  changes  in 
ratings,  as  this  can  give  you  the  security 
of  knowing  that  the  reasons  you  pur- 
chased the  stocks  are  still  valid. 

Value  Line  gives  you 
comprehensive  analyses 
of  over  1550  stocks 

....  each  one  the  subject  of  a  fact- 
filled  full-page  report  every  13  weeks 
(four  times  a  year).  Each  full-page  report 
presents  a  wealth  of  statistical  data  on 
the  company  and  its  stock,  with  updated 
projections  of  future  results,  plus  a  con- 
cise summary  of  the  latest  salient  de- 
velopments of  investment  significance. 

Each  week  we  issue  more  than  100 
such  reports.  All  1550  stocks  under 
survey  are  covered  this  way  during  a  13- 
week  cycle — in  regular  rotation  by  indus- 
try group.  And  the  overall  industry 
groups  themselves  are  concurrently  ana- 
lyzed in  depth. 

All  told,  therefore,  Value  Line  gives 
you  full-page  reports  on  each  of  over 
1550  stocks  every  13  v/eeks,  and  up- 
dated ratings  of  each  of  over  1550  stocks 
every  single  week. 

NOTE:  The  Value  Line  ratings  of 
more  than  1550  stocks  are  not  infallible. 
But,  over  the  years,  such  a  large  percent- 
age have  actually  performed  in  ac- 
cordance with  their  ratings  that  the 
probabilities  stand  strongly  in  favor  of 
the  investor  who  systematically  lines  up 
his  stock  investments  with  the  Value  Line 
ratings. 

Value  Line  gives  you 
specific  recommendations 

Each  week  the  8-page  Selection  & 
Opinion  section  of  the  Value  Line  Survey 
presents  a  detailed  recommendation  of 
a  new  Especially  Recommended  Stock 


(three  a  month)  or  Special  Situation  (one 
a  month). 

Here,  too,  you  receive  continual  fol- 
/owup— so  that  you  are  never  in  doubt 
about  our  current  evaluation  of  a  recom- 
mended stock  you  may  have  purchased. 

NOW,  COMPARE 

Do  you  get  this  kind  of  assistance 
from  your  present  sources  of  investment 
guidance?  Compare  what  you  look  for 
with  what  you  actually  get.  If  the  com- 
parison leaves  you  less  than  fully  satis- 
fied, then  we  believe  The  Value  Line 
Investment  Survey  may  have  the  answer 
for  you. 

If  you  think  the  Value  Line  Survey 
may  give  you  more  and  better  invest- 
ment service— may  do  a  superior  job  of 
helping  you  build  and  protect  your  capi- 
tal—then act  now  on  that  possibility  and 
see  for  yourself  if  it  proves  true. 

13  weeks  of  Value  Line 

for  $29. (REGULARLY  $58) 

The  coupon  below  will  permit  you  to 
put  The  Value  Line  Investment  Survey  to 
the  test  at  the  special  13-week  introduc- 
tory rate  of  only  $29.  You  save  exactly 
half  the  regular  $58  fee. 

Plus  this  1800-page  Bonus 

Under  this  special  trial  offer  you 
will  receive  all  the  latest  full-page 
reports  on  each  of  the  1550  stocks 
covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring 
binders.  This  Value  Line  Reference  Serv- 
ice, which  alone  sells  for  $25,  will  be 
yours  at  no  extra  charge  under  this  offer. 

If,  for  any  reason,  Value  Line  should 
fail  to  come  up  to  your  expectations,  re- 
turn the  material  within  30  days  and  your 
money  will  be  refunded  in  full  and 
promptly.  And  remember,  your  fee  is 
fully  tax-deductible. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  *  5  East  44th  St.,  New  York,  N.Y.  10017 

U-16N15 


n  Begin  my  13-week  trial  subscription  to  The   Signature 

Value  Line  Investment  Survey  at  the  special 
money-saving  rate  of  just  $29.  As  a  bonus  at    Name  (please  print) 
no  extra  cost,  I  will  also  receive  The  Inves- 
tors Reference  Sen/ice.  I  have  enclosed  my   Address 

$29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and 

is  available  only  once  to  any  household. 


City 


State 


Zip 


D  I  would  prefer  one  year  (52  issues)  of  Value 
Line  and  The  Investors  Reference  Service 
for  $224. 

D  Payment  enclosed      D  Bill  me  for  $224 


If  dissatisfied  for  any  reason,  I  may  return  the  ma- 
terial within  30  days  and  my  money  will  be  refunded. 
N.  Y.  residents  please  add  applicable  sales  tax.  For- 
eign rates  available  on  request.  (No  assignment  of  this 
agreement  will  be  made  without  subscriber's  consent.) 


GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 

William  Blair  &  Company 
For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 

I    Growth  Industry  Shares,  Inc.  Rm.  2903 
*    135  S.  USalle  St.,  Chicago,  IL  60603 
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CONSECUTIVE  DIVIDEND 
PAYMENTS  SINCE  1909 


lOlUa  P0UJ6R 


AND  LIGHT  COMPANY 


Increased  quarterly  dividend 

of  43V^0  per  common  share 

(formerly  42f  per  share) 

A  quarterly  dividend  at  the  increased 
rate  of  43V2  0  per  share  was  declared 
November  28,  1973,  and  will  be  paid 
February  1,  1974  to  stockholders  of 
record  January  4,  1974. 

Dwight  H.  Swanson 
President  &  Chairman 
Des  Moines,  Iowa  50303 


DIVIDEND 


NOTICE 


SHELL  OIL 
Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  pf 
sixty  cents  (60^)  a  share  on  the 
Common  Stock  of  this  Company, 
payable  December  19,  1973,  to 
shareholders  of  record  December 
7.  1973. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 
November  27,  1973 


Wa/l  Street 
View 


Better  Numb 
Than  Dumb 


By  Robert  Stovall 


Unless  something  fundamentally  pos- 
itive happens  on  the  political  scene, 
we  will  have  another  year-end  non- 
rally  this  month,  with  Christmas  tak- 
ing on  the  aspects  of  Ash  Wednesday. 
But  as  I  bicycle  to  the  commuter 
train  I  keep  repeating:  Buy  low— sell 
high.  It's  not  cold  enough  yet  for  the 
brain  to  be  affected. 

But  what  low  stocks  do  you  buy  in 
an  energy-crisis  market?  In  a  narrow 
sense  the  energy  shortfall  leads  to  a 
rationale  for  railroad  stocks  to  be  rel- 
atively good  performers,  while  truck- 
ing shares  may  be  good  ones  to  avoid. 

The  impact  of  the  energy  crisis  on 
the  railroads  vis-d-vis  the  truckers  will 
be  positive.  Diesel  fuel  consumption 
favors  the  railroads.  And  the  rails  have 
another  edge:  Their  trucking  compet- 
itors will  be  forced  to  pay  12%  to 
20%  higher  wages  if  speed  regula- 
tions of  55  miles  per  hour  are  en- 
forced, thus  requiring  a  greater  num- 
ber of  man-hours  per  shipment.  The 
imphcations  are  that  many  more 
trucks  will  go  over  the  rails;  compul- 
sory piggybacking  may  indeed  be- 
come a  federal  order. 

The  switch  by  utility  and  indus- 
trial users  to  coal  as  an  alternative 
source  of  energy  presents  many  prob- 
lems. Many  mines  have  been  closed 
down  because  of  their  inability  to  ful- 
fill contracts.  Without  long-term  con- 
tracts, the  mines  will  not  be  reopened. 
The  price  of  coal  at  $12  to  $15  per  ton 
is  not  sufficiently  high  to  induce  new 
production.  If  the  diesel  fuel  needed 
to  operate  coal  shovels  used  in  strip 
operations  is  made  available  based  on 
1972  allocations,  coal  volume  from 
strip  mines  will  be  restricted.  Log- 
ic dictates  that  extractive  industries 
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and  agriculture  deserve  top  priority. 
Ecology  standards  are  gradually  be- 
ing altered  to  meet  the  situation. 

The  new  year  should  be  a  good  one 
for  the  railroads,  owing  to  positive 
traffic  prospects  from  hauling  in- 
creased wheat,  soybean  and  coal  load- 
ings, offsetting  expected  declines  in 
automobiles  and  lumber  and  kindred 
categories.  If  the  railroads  can  escape 
abnormal  weather  conditions,  specif- 
ically the  heavy  snows  and  floods  of 
1971  and  1972,  comparisons  for  the 
first  six  months  will  be  favorable.  A 
worthwhile  freight  rate  increase  to 
take  care  of  a  4%  wage  increase  on 
Jan.  1  plus  rising  costs  for  fuel,  ties 
and  rails  is  needed  and  expected. 

The  obvious  "asset  heavy"  and  coal- 
hauling  rail  stocks  have  been  relative- 
ly strong  since  October.  Some  unex- 
ploited  rails  with  good  prospects  in 
the  1974  environment  provide  com- 
petitive dividend  yields  plus  the  po- 
tential for  rising  earnings  in  an  at- 
mosphere of  growth,  recession  or 
worse  {see  table  below) . 

Late  Friday  afternoon,  Nov.  9,  man- 
agement of  Alpex  Computer  Corp. 
was  advised  by  Pitney  Bowes  officials 
that  the  latter,  which  owns  64%  of 
Pitney  Bowes- Alpex  Inc.,  had  elected 
to  terminate  the  joint  venture  and 
write  off  losses  of  $37  milUon  as  of 
Sept.  30.  If  some  insiders  were  sur- 
prised, so  was  this  columnist,  who  had 
written  a  few  kind  words  about  the 
turnaround  potential  of  Pitney  Bowes 
and  its  entry  into  the  electronic  check- 
out systems  business  for  the  Nov. 
15  issue  of  Forbes.  But  all  is  not  lost. 
With  profits  from  Pitney  Bowes*  con- 
tinuing operations  expected  to  run  at 
a  $1.50-per-share  level  in  1974,  both 
the  stock  and  the  dividend  payout 
policy  seem  to  have  room  for  revival.  ■ 


Unexploited  Rail  Stocks 

Current  Price 

Indie.  Div. 

Current  Yield 

Santa  Fe  Industries 

28ya 

$1.65 

5.8% 

Seaboard  Coast  Line 

22  V2 

stock 

— 

St.  Louis  &  San  Francisco 

305/8 

2.50 

8.2 

Southern  Pacific 

335/8 

2.16 

6.5 

Rio  Grande  Industries 

11  7/8 

.60 

5.0 
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Bargains  Galore 


Taking  some  liberty  with  an  old  En- 
glish proverb,  the  present  may  well 
be  described  as  a  time  when  a  wise 
man  may  ask  more  questions  in  an 
hour  than  a  fool  in  seven  years.  Ques- 
tions and  uncertainties,  both  economic 
and  political,  abound  in  all  the  stock 
markets  of  the  world.  Investor  fears 
have  driven  virtually  all  stock  markets 
to  new  lows  in  the  most  precipitous 
decline  within  recent  memory. 

This  appears  to  be  a  much  better 
time  for  asking  questions  than  for  an- 
swering them.  But  I  consider  this  a 
plus  because  experience  would  indi- 
cate that  the  greater  the  number  of 
unanswered  questions  in  politics,  in 
economics,  in  the  stock  market,  the 
greater  the  investment  opportunities. 
I  therefore  do  not  propose  to  guess 
when  either  the  energy  crisis,  or  even 
its  most  acute  aspects,  or  the  Sunday 
driving  ban  in  most  European  coun- 
tries, or  the  Arab  embargo  against 
any  particular  country  will  end.  Nor 
will  I  engage  in  the  economic  fore- 
casting game  and  project  what  per- 
centage of  oil  cutbacks  in  Holland, 
Germany,  Japan,  etc.  will  lead  to  what 
percentage  reduction  in  economic 
growth  in  the  respective  countries.  I 
suspect  this  is  also  not  the  right  time 
for  analyzing  the  implications  of  the 
energy  crisis  for  the  Australian  vs.  the 
Japanese,  or  Dutch  vs.  German,  or 
Canadian  vs.  U.S.  markets. 

Ihe  Non-Energy  Stocks 

The  simple  fact  is  that  indiscrimi- 
nate selling,  spurred  by  too  many  an- 
swers to  the  wrong  questions,  has 
created  unusual  buying  opportunities. 
I'm  fully  confident  that  the  Western 
economic  system  will  survive  fully  in- 
tact with  not  nearly  as  much  of  an 
economic  upheaval  as  so  many  prog- 
nosticators  now  envisage.  Unusual 
problems  have  always  created  unusual 
opportunities.  I  therefore  suspect  that 
the  present  "worldwide  stock  market 
panic  represents  an  ideal  time  for  bar- 
gain-hunting, almost  anywhere. 

I  also  suspect  that  many  companies 
seemingly  most  affected  by  the  energy 
crisis  have  now  reached  bargain  levels. 


Mr.  Oechsle  is  associated  with  Putnam  Management, 
Boston.  Mass. 


but,  near-term,  they  may  well  con- 
tinue to  be  subject  to  rather  violent 
ups  and  downs,  entirely  due  to  politi- 
cal developments.  On  the  other  hand, 
stocks  almost  totally  um-elated  to  en- 
ergy have  in  some  instances  been  hit 
just  as  mercilessly  as  the  others.  This 
is  where  the  best  bargains  for  the 
long-term  investor  can  be  found.  Look 
at  some  examples. 

Undervalued 

What  is  the  proper  price/ earnings 
ratio  for  a  high-quality  company, 
with  an  internationally  well-known 
consumer  product,  with  a  franchise  to 
sell  a  competitively  low-cost  product 
at  a  premium  price,  growing  at  better 
than  15%  per  annum?  Would  you  be- 
lieve 15  times?  I'm  referring  to  Heine- 
ken  ($88,  including  interest  equaliza- 
tion tax),  the  extraordinarily  well- 
managed  Dutch  brewery  company. 
It's  difficult  to  visualize  how  the  en- 
ergy crisis  could  affect  the  long-term 
prospects  of  this  company.  While  in 
Holland,  don't  overlook  Philips  Lamp 
($12  after  the  recent  stock  dividend). 
Now  knocked  down  to  less  than  5 
times  current  year's  earnings,  this 
company  has  to  be  a  bargain  for  the 
long-term  investor. 

How  about  some  pharmaceutical 
companies,  with  excellent  long-term 
prospects  (meaning  15%-plus  in  an- 
nual earnings  growth),  selling  at  less 
than  20  times  earnings?  Hoffmann-La 
Roche  (Switzerland),  Fisons  (U.K.), 
Beecham  (U.K.)  and  Schering  (Ger- 
many) certainly  belong  on  the  "shop- 
ping hst." 

How  will  the  energy  crisis  affect 
some  of  the  world's  top  financial  in- 
stitutions? I  very  much  doubt  that 
Deutsche  Bank,  Amro  Bank,  Sumi- 
tomo Bank,  Barclays  or  Nippon 
Shimpan  will  be  slowed  down  notice- 
ably. The  casualty  insurers  are  equal- 
ly unlikely  victims.  Japan's  Tokio 
Marine  and  Germany's  Allianz  are 
established  industry  leaders;  they  will 
doubtless  continue  to  outperform 
their  economies  and  industries.  Yet 
stocks  of  all  these  financial  institu- 
tions have  been  severely  hit  in  these 
tumbling  markets,  selling  some  25%  to 
50%  below  their  highs  and,  in  some 


instances,  below  10  times  earnings. 
As  the  above  shopping  list  indicates, 
I'm  assigning  much  less  weight  to 
markets  than  to  particular  companies. 
Still,  if  pressed  to  favor  any  market 
other  than  New  York,  I  find  it  difficult 
not  to  mention  Holland.  While  the 
Dutch  have  been  singled  out  for  par- 
ticularly harsh  treatment  by  the  Arabs, 
the  market  seems  to  have  more  than 
adequately  discounted  this  special 
treatment.  The  overall  level  of  prices 
in  Holland  is  now  at  a  point  that 
would  be  roughly  equivalent  to  a 
reading  of  about  500  in  the  New  York 
Dow  Jones.  No  matter  what  the  short- 
term  implications  of  Common  Market 
disunity  in  the  face  of  the  energy 
crisis,  it  is  hard  to  visualize  that  the 
Dutch  will  be  left  to  their  own  de- 
vices, longer-term.  Also,  the  great 
Dutch  multinational  companies,  such 
as  Royal  Dutch,  Unilever  and  Philips, 
have  been  through  innumerable  crises 
before.  The  present  low  valuations 
(P/Es  below  5)  accorded  these  com- 
panies seem  to  question  their  very 
ability  to  survive! 

Silver  Lining 

One  note  of  caution  sounded  re- 
peatedly in  this  column  this  year  had 
dealt  with  the  recent  undervaluation 
of  the  dollar.  There  was  the  possibility 
that  a  strengthening  of  the  dollar, 
with  a  concurrent  weakening  of  other 
currencies,  would  negate  any  superior 
performance  of  foreign  markets  or  se- 
curities. The  recent  strengthening  of 
the  dollar,  reflecting  the  improvement 
in  the  U.S.  balance  of  trade,  has  laid 
that  fear  to  rest.  Current  exchange 
rates  seem  a  fair  representation  of 
true  currency  values.  From  here  on, 
currencies  should  play  much  less  of 
a  role  in  international  investing  than 
they've  played  since  the  intial  "Nixon 
Shock"  of  August  1971.  While  exces- 
sive swings  of  any  single  currency  in 
response  to  short-term  economic  or 
political  developments  are  certainly 
conceivable,  it  is  doubtful  that  they 
would  prove  counterproductive  to 
sound  long-term  investment  selection. 

Finally— and  per^xaps  I  am  guilty  of 
excessive  optimism— I  do  see  a  silver 
lining  to  the  current  economic  clouds. 
In  my  September  column  I  stressed 
the  positive  aspects  for  stock  markets 
of  a  slight  worldwide  recession.  While 
I  visualized  such  a  recession  occur- 
ring under  somewhat  different  circum- 
stances than  now  appear  likely,  it 
should  nevertheless  result  in  a  marked 
slowing  of  inflationary  trends.  Once 
the  dust  has  settled,  investors  are 
likely  to  see  these  favorable  world- 
wide implications.  Any  action  taken 
now  on  the  above  outlined  shopping 
list  is  then  likely  to  have  proven 
very  productive.  ■ 
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You  can  stop  Forbes  getting  linnp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
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•Readers. Say 


(Continued  from  page  11)' 

Would  you  ride  Tiger  or  Swan?  Qp- 
posite  sex:  Maybe  you'll  marry  Patric- 
ia, but  wouldn't  you  r^her  date 
Trixy?  Why  the  popularity  of  the  let- 
ter X?  Because  it  looks  like  a  girl 
with  her  legs  crossed,  but  promising. 

—Gideon  O.  Hirsch 
Yonkers,  N.Y. 

More  Differences 

Sir:  Your  humorous  comparison  of 
Republicans  and  Democrats  {Fact  ir 
Comment,  Nov.  1 )  would  not  be 
complete  without  this  quotation  from 
WiUiam  Faulkner's  The  Reivers:  "A 
Republican  is  a  man  who  maide  his 
money;  a  Liberal  is  a  rhan  who  in- 
herited his;  a  Democrat  is  a  bare- 
footed Liberal  in  a  cross-country  race; 
a  Conservative  is  a  Republican  who 
has  learned  to  read  and  write." 

— L.  Ben  McEachin,  M.D. 
Meridian,  Miss. 

One  Year  Later 

Sir:  In  your  article  on  American 
Motors  (Dec.  1),  I  was  quoted  as 
predicting  earnings  of  $3  a  share  iii 
1974,  if  they  can  get  price  relief  and 
components.  The  $3  estimate  is  for 
1975;  something  over  $2  is  more  rea- 
sonable for  fiscal  1974. 

—Ronald  A.  Clantz 

Mitchell,  Hutchins  Inc. 

New  York,  N.Y. 

Last  Word? 

Sir:  Well,  so  some  fuddy  old  sub- 
scribers canceled  their  subscriptions 
because  of  the  Adam  and  Eve  cover 
(Oct.  15).  That's  their  loss.  I  would 
like  to  have  one  for  framing. 

—Ruth  A.  Kohlhof 
Lakeside,  Ore. 

MSF's  Balloon  Trip 

Sir:  The  National  Aeronautic  Asso- 
ciation extends  its  congratulations  on 
the  safe  completion  of  your  epic 
transcontinental  balloon  flight  and  of- 
ficial distance  and  duration  records. 
We  are  proud  to  have  participated 
in  this  historic  aviation  milestone. 

— J.B.  Montgomery 

President, 

National  Aeronautic  Association 

Wa.shington,  D.C. 

Sir:  a  magnificent  and  happy  cro.s.s- 
ing  of  the  full  states.  Vive  le  Chateau 
de  Bailer oy! 

-Charles  Dollfus 
Paris,  France 

Monsieur  Dollfus  is  the  ivorld's 
premier  aeronaut— MSV. 


Sir:  It's  a  triumph  of  a  rare  kind— 
everyone  won,  no  one  lost,  and  no- 
body got  "hurt.  Thanks  for  thie  vicari-' 
ous  pleasure. 

—Sheldon  ZalazniCk 

Associate  Editor  and  Publisher, 

New  York  Magazine 

New  York,  N.Y. 

Sir:  A  grand  concept.  .  .  . 

—J.  Pace  R.  Wadsworth 

President  and  CEO, 

Canadian  Imperial  Bank  of  Commerce 

Toronto,  Canada 

Sir:  Thanks  for  keeping  the  spirit 
of  pioneering  alive  in  America. 

— RoHERT  E.  Froom 
YoungstONvn,  Ohio 

Sir:  You  prove  that  excitement  still 
lives  iit  the  hearts  of  some  people. 

■  — Sam  DeNinno 
Scranton,  Pa 

Sir:  You  should  make  more  trips 
away  from  New  York.  I  am  "con- 
vinced your  editorials  are  suffering 
from  bad  New  York  contacts. 

—Robert  Brupbacher 
Boynton  Beach,  Fla. 

Sir:  You  proved  that  a  lot  of  hot  air 
can  go  a  long  way. 

—Warren  E.  Rebell 
New  York,  N.Y. 

Sir:  Anybody  who  flies  an  unteth- 
ered  hot  air  balloon  can't  be  all  bad. 

—  M.L.  PONSAR 

Dana  Point,  Calif. 

Sir,  My  only  regret  is  that  I  didn't 
give  you  an  Emery  small  package  to 
handle.  It  might  have  represented  the 
foundation  stone  for  Emery's  new  Bal- 
loon Ascension  division,  an  important 
new  service  concept  for  those  who 
want  their  shipments  delivered  next 
month  rather  than  tomorrow. 

—John  C.  Emery  Jr. 

President, 

Emery  Air  Freight  Corp 

Wilton,  Conn 

Sir:  Thank  God  you  didn't  land  on 
the  [N.J.]  Garden  State  Parkway. 

—Bob  Greene 

Editor, 

Motorcyclist 

Los  Angeles,  Calif. 

Sir:  Must  we  always  finish  our  trips 
in  water? 

—Bob  Si'amks 
Stn)udsl)urg,  I'a. 

Aeronaut  Spark's  attempt  to  bal- 
loon across  the  Atlantic  last  summer 
ended  when  a  storm  forced  him  into 
the  ocean  off  Newfouudhnid    WSV 
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COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  26  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
January  2,  1974  to  share- 
holders of  record  at  the  close 
of  business  December  5, 
1973. 

R.  E.  FONVILLE 

_    ,,       _  Secretary 

Dallas,  Texas 

November  16,  1973. 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  liic. 


Baltimore,  Maryland  21203 
The  Board  of  Directors  of 
United  States  Fidelity  and 
Guaranty  Company  voted 
a  dividend  of  sixty  cents  a 
share,  payable  January  31, 
1974,  to  stockholders  of  rec- 
ord, December  14,  1973. 

WILLIAM  F.  SPLIEDT 
Secretary  and  Treasurer 
November  28,  1973 


lbs  working 

Thanks 
to  you 


THe  United  Wby 


idvertising contributed  for  the  public  good.     \*J 
©  The  United  Way  of  America  1973. 


Forbes 


Index  of  Advertisers— December  15,  1973 

D  Indicated  below  are  those  advertisers  wtio  vt/ill  make  additional  information  or 
Annual  Reports,  as  stated  in  their  advertisements  on  the  pages  noted,  available  to 
Forbes  readers  who  write  directly  to  the  advertiser.  Those  advertisers  designated 
with  an  asterisk  ---  will  provide  information  (not  Annual  Reports)  only  to  those  who 
write  directly  on  company  letterhead. 


ABRAHAM    &   COMPANY    78 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

n    ALLSTATE  INSURANCE  COMPANY   .6 

Agency:   Leo  Burnett  U.S.A. 

AMERICAN   ENTERPRISE 

INSTITUTE     54 

Agency:  Wagner  &  Baroody,  Inc. 

>;;=    AMERICAN  TELEPHONE 

&    TELEGRAPH    CO 38-39 

Agency:   N.W.  Ayer  &  Son,  Inc. 

D    ASHLAND    OIL,    INC 49 

Agency:   Marsteiler  Inc. 

D    AVIS  RENT  A  CAR  SYSTEM,   INC 9 

Agency:   Doyle  Dane  Bernbach  Inc. 

BLYTH  EASTMAN  DILLON 

&  CO.    INCORPORATED    76 

Agency:  Doremus  &  Company 


BROWARD    INDUSTRIAL    BOARD 

Agency:  Carol  Westlake 
Associates,  Inc. 


48 


CANADIAN   IMPERIAL  BANK 

OF  COMMERCE    69 

Agency:   Albert  Frank-Guenther  Law/, 
Inc. 


THE  CHASE  MANHATTAN   BANK 

Agency:  Ted  Bates  New  York/ 
Advertising 


10 


i/f    CHEMICAL    BANK    43 

Agency:   Benton  &  Bowles,  Inc. 

n    CONTINENTAL  TELEPHONE 

CORPORATION      59 

Agency:   Conahay  &  Lyon, Inc. 

i/f    CRUM  &  FORSTER 

INSURANCE    COMPANIES     33 

Agency:   Benton  &  Bowles,  Inc. 

=;;t    EMERY    AIR    FREIGHT    37 

Agency:   Delia  Femina,  Travisano 
&  Partners  Inc. 

ENERGY   FUND,   INC 75 

Agency:  The  Leo  Baron  Agency  Inc. 
Advertising 

n    THE  FIRST   NATIONAL  BANK 

OF    CHICAGO     56-57 

Agency:   Foote,  Cone  &  Belding 

FIRST  NATIONAL  CITY 

CORPORATION     64-65 

Agency:   SSCandB  Inc.  Advertising 

FORBES  MAGAZINE    62  &  84 

THE   FORD   MARKETING   CORPORATION 
FORD  DIVISION-MUSTANG  3rd  Cover 

Agency:   Grey  Advertising  Inc. 


GATES    LEARJET    CORPORATION 

Agency:   Sullivan  HIgdon  Inc. 


46 


(J    GENERAL  TELEPHONE  & 

ELECTRONICS  CORPORATION  34-35 

Agency:   Doyle  Dane  Bernbach  Inc. 

THE   GREYHOUND   CORPORATION      60-61 

Agency:   Grey-North  Inc. 

GROWTH   INDUSTRY  SHARES,  INC.      .    82 

Agency:   Hoffman,  York,  Baker 
&  Johnson  Inc. 

U    GRUMMAN  CORPORATION  12 

Agency:  Fuller  &  Smith  &  Ross  Inc. 


n    THE  HOME  INSURANCE  COMPANY 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 


18 


lU  INTERNATIONAL 11 

Agency:   Marsteiler  Inc. 

INTERNATIONAL   PAPER   COMPANY   50-51 

Agency:   Oglivy  &  Mather  Inc. 


IOWA  POWER  & 

LIGHT   COMPANY    82 

Agency:   Fultz,  LaCasse  & 
Greenlee,  Inc. 

n    LOUISIANA-PACIFIC    CORP 67 

Agency:   McCann-Erickson,  Inc. 


D  Mcdowell  enterprises,  inc. 

Agency:   Les  Hart  Agency,  Inc. 


11 


D    N   L   INDUSTRIES,   INC 8 

Agency:  The  Marschalk  Company,  Inc. 

THE  NORTHERN  TRUST 

BANK Back  Cover 

Agency:  Clinton  E.  Frank,  Inc., 
Advertising 

THE  PADDINGTON   CORPORATION 

(J&B  SCOTCH  WHISKY)    27 

Agency:   E.T.  Howard  Company, 
Inc. 

ROWE  PRICE   NEW   ERA   FUND,   INC.      75 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

T.   ROWE   PRICE  GROWTH  STOCK 

FUND,    INC 78 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

PUBLIC  SERVICE  ELECTRIC 

AND  GAS  COMPANY     78 

Agency:   Doremus  &  Company 

n    RCA    CORPORATION     28-29 

Agency:  J.  Walter  Thompson  Company 

SANGRE   DE  CRISTO 

RANCHES    INC 71 

SCUDDER,  STEVENS  &  CLARK 75 

Agency:   Hill,  Holliday,  Connors, 
(^smopulos.  Inc. 

SECURITIES  INDUSTRY 

ASSOCIATION     4 

Agency:   Benton  &  Bowles,  Inc. 

SHELL    OIL    COMPANY     82 

Agency:   Ogiivy  &  Mather  Inc. 

SOMERSET  IMPORTERS,   LTD. 

JOHNNIE  WALKER  BLACK  LABEL  40 

Agency:   Smith/Greenland  Company 
Incorporated 

SOUTHERN    RAILWAY    SYSTEM     30 

Agency:   Cunningham  &  Walsh  Inc. 

D    TRW     INC 72-73 

Agency:   Meldrum  and  Fewsmith,  Inc. 

a    TENNECO  INC 2nd  Cover  &  3 

Agency:   Bozell  &  Jacobs,  Inc. 

TEXACO   INC 55 

Agency:   Benton  &  Bowles,  Inc. 

TEXAS    UTILITIES    COMPANY    85 

Agency:   Doremus  St  Company 

TRANS   WORLD    SERVICES,    INC 54 

Agency:   Stacklg,  Sanderson 
&  White,  Inc. 

UNITED  STATES  FIDELITY 

AND  GUARANTY  COMPANY 85 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

-;;;    UTAH   INDUSTRIAL 

PROMOTION    DIVISION     52 

Agency:   Harris  &  Love,  Inc. 

THE  VALUE  LINE 

INVESTMENT    SURVEY     81 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

WESTINGHOUSE   ELECTRIC 

CORPORATION     44-45 

Agency:   Ketchum,  MacLeod  & 
Grove  Inc. 

XEROX     CORPORATION      16-17 

Agency:   Needham,  Harper  & 
Steers,  Inc. 


FORBES,    DECEMBER    15,    1973 


85 


-pi  I    .  on  the 

I  nOUgn tS  . . .  Business  of  Life 


n 


Forget,  forgive,  for  who  may  say 
that  Christmas  day  may  ever 
come  to  host  or  guest  again. 
William  Murray 


The  nobleness  that 

Ues  in  other  men,  sleeping, 

but  never  dead,  will  rise 

in  majesty  to  meet  thine  own. 

James  Russell  Lowell 


The  drowned  and  desolate  world 
lies  dumb  and  white 
in  a  trance  of  snow. 
Elizabeth  Chase 


All  our  wants,  beyond  those 
which  a  very  moderate  income 
will  supply, 
are  purely  imaginary. 
Henry  St.  John 


He  who  gives  what  he  would 
as  readily  throw  away,  gives 
without  generosity;  for 
the  essence  of  generosity 
is  in  self-sacrifice. 
Henry  Taylor 


Blessedness  consists  in  the 
accomplishment  of  our  desires, 
and  in  our  having 
only  regular  desires. 
St.  Augustine 


He  giveth  twice 
that  giveth  quickly. 
Richard  Taverner 


Realize  that  by  the  very 

nature  of  life  you  cannot  please 

everybody  all  the  time 

or  at  any  one  time;  and  knowing 

that,  you  will  never  be  upset 

when  you  do  not. 

John  Homer  Miller 


A  man  must  keep 

his  friendship  in  constant  repair. 

Samuel  Johnson 


Don't  despise  a  flower 
because  it  is  common. 
Alfred  Stefferud 


The  Christmas  spirit  brings  home 

to  us— or  should  bring  home  to  us— 

the  profound  Biblical  truth  that 

"It  is  more  blessed  to  give 

than  to  receive." 

Anything  that  inspires  unselfishness 

makes  for  our  ennoblement. 

Christmas  does  that. 

I  am  all  for  Christmas. 

B.C.  Forbes 


Happiness  is  a  way  station 
between  too  little  and  too  much. 
Channinc  Pollock 


A  man  is  sometimes 

more  generous  when  he  has 

but  a  little  money  than  when 

he  has  plenty,  perhaps  through 

fear  of  being  thought 

to  have  but  little. 

Benjamin  Franklin 


Liberality  consists  less 

in  giving  much  than  in  giving 

at  the  right  moment. 

Jean  de  la  Bruyere 


The  better  part  of  one's  life 
consists  of  his  friendships. 
Abraham  Lincoln 


If  we  have  love, 

no  disagreement  can  do  us  any  harm; 

if  we  have  not  love, 

no  agreement  can  do  us  any  good. 

HosEA  Ballou 


It  is  the  soul  and  not  the 
strongbox  which  should  be  filled. 
Seneca 


What's  shoddy  and  cheap, 
in  the  long  run  is  expensive. 
IcNAS  Bernstein 


I  love  Christmas, 
but  I'm  glad  it  comes 
but  once  a  year. 
William  Feather 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
rww  available  in  a  574-page  book 
at  $8.50.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  1001 1.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


No  man  or  woman  of  the  humblest 

sort  can  really  be  strong, 

gentle  and  good,  without  the  world 

being  better  for  it, 

without  somebody  being  helped 

and  comforted  by  the 

very  existence  of  that  goodness. 

Phillips  Brooks 


A  Text . . . 


Sent  in  by  Fred  W.  Gerwick,  Lafayette, 
la.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thouehts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


/  have  been  young,  and  now  am  old; 
yet   have    I    not    seen    the    righteous 
forsaken,  nor  his  seed  begging  bread. 
Psalms  37:25 


86 


FORBES,   DECEMBER   15,    1973 


J 


'•■-:-J^SS;M!M 


